THE  LIBRARY 

OF 

THE  UNIVERSITY 

OF  CALIFORNIA 

LOS  ANGELES 

SCHOOL  OF  LAW 


Digitized  by  the  Internet  Archive 

in  2008  with  funding  from 

IVIicrosoft  Corporation 


http://www.archive.org/details/americanforeignsOOgree 


American  and  Foreign 
Stock  Exchange  Practice 
Stock  and  Bond  Trading 

and  the 

Business  Corporation  La^vs 
of  All  Nations 

TOGETHER    WITH 

Local  Regulations,  Laws,  Fees  and 
Taxes  Affecting  American  Firms 
and  Corporations  Carrying  on  Bus- 
iness in  any  other  States  of  the 
U.  S.  A.,  or  Establishing  Branches 
or  Agencies  in  Foreign  Countries. 

By 

W.  J.  GREENWOOD,  C.P.A. 

Public  Accountant  and  Auditor 

Member  of  the  American  Institute  of  Accountants;  Certified  Accountant 
{London);  Expert-Comptable  Patents  (Paris). 

FIRST  AMERICAN  EDITION 


Published  and  Sold  by 

FINANCIAL   BOOKS   COMPANY 

^9  Wail  DliLLl,  Nlu  Yuik 


Price   Ten  Dollars  at  New  York 

1921 


Copyright,  1921, 

By  W.  J.  GREENWOOD, 

in  U.S.  A.,  Great  Britain,  Canada  and  all  countries  included 

in  the  Berne  Copyright  Convention. 


All  rights  of  reproduction,  and  translation  into  other 

languages  (including  the  Scandinavian), 

are  strictly  reserved. 

T 
Si 


This  Book  is  No 


:B/c^ 


Printed  in  the  U.  S.  A. 


V 

-^  PREFACE 

The  European  edition  of  this  book  was  published  in 
^  London  and  Paris,  where  the  author  was  then  practising 
■^  as  a  public  accountant.  The  removal  of  his  headquarters 
to  New  York  has  enabled  him  to  complete  a  close  study  of 
the  financial  and  trading  methods  of  the  most  important 
commercial  countries  of  the  world.  The  result  of  these 
studies  is  given  in  the  present  edition. 

New  American  Edition. — The  book  has  now  bern  greatly- 
enlarged  in  its  scope  and  entirely  re-vvrltcen  from  the 
American  standpoint.  Care  has  been  taken  to  point  out  the 
essential  differences  between  American  and  foreign  prac- 
tice in  trade  and  corporation  finance,  and  in  the  terms  and 
expressions  used  in  connection  therewith.  In  the  sections 
treating  of  foreign  countries,  the  foreign  terms  have  been 
freely  quoted  and  full  explanations  given  of  their  mean- 
ings. Separate  indexes  of  all  French,  German,  Spanish  and 
other  foreign  terms  are  also  given. 

Practical  Information. — The  official  information  obtained 
from  different  countries  has  been  largely  added  to  from 
the  practical  experience  of  the  author  and  of  many  Ameri- 
can and  foreign  helpers.  It  is  hoped  that  this  will  increase 
the  usefulness  of  the  book. 

Advantages  of  U.  S.  Foreign  Investments. — A  knowledge 
of  foreign  trading  and  financial  methods  is  essential  to 
every  American  investor,  banker,  broker,  and  business  man 
now  that  the  United  States  has  become,  for  the  first  time, 
a  creditor  nation.    The  enormous  profits  earned  during  the 


PREFACE 

war,  and  still  owing  to  the  U.  S.  A,,  can  never  be  fully 
paid  in  gold,  nor  will  payment  in  goods  be  accepted.  Will- 
ingly, or  unwillingly,  these  war  profits  must  be  perman- 
ently invested  abroad.  Wisely  invested,  they  will  produce 
a  constant  revenue,  and,  what  is  equally  important,  they 
will  produce  profitable  trade  for  American  industries.  The 
history  of  the  growth  of  British,  French,  German  and  Bel- 
gian foreign  trade  proves  that  trade  follows  investments 
made  in  other  countries,  in  the  same  way  that  it  follows 
an  investment  made  by  one  corporation  in  the  capital  stock 
or  bonds  of  another  concern. 

Opening  American  Branches    and    Agencies    Abroad. — In 

order  to  profit  fully  by  the  new  conditions,  it  is  necessary 
for  American  business  men  to  obtain  a  knowledge  of  for- 
eign financing  methods,  and  of  the  laws  of  foreign  nations 
respecting  American  firms  and  corporations  trading  or 
opening  branches  in  their  territories.  These  methods  and 
laws  are  explained  in  the  separate  sections  for  each  country. 
The  information  given  is  complete  and  so  arranged  as  to  be 
of  practical  use.  The  expenses  connected  with  the  opening 
of  branches  or  agencies  in  each  foreign  country  are  shown 
in  full. 

The  Most  Valuable  Markets. — For  the  best  customers  of 
the  U.  S.  A.,  namely.  Great  Britain,  Canada,  France,  Ger- 
many, Holland,  Belgium,  Mexico,  Argentina,  Brazil,  Peru, 
and  the  Central  and  South  American  republics,  specially 
full  information  has  been  given.  Other  markets  capable 
of  still  greater  development,  such  as  British  South  Africa 
and  Australia,  have  also  been  dealt  with  in  considerable 
detail. 

Foreign  Corporation  and  Partnership  Laws, — Every  pru- 
dent business  man  interested  in  any  way  in  foreign  trade 
should  learn  how   to    gauge    the    financial    standing    and 
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responsibility  of  foreign  firms.  For  this  purpose  it  is  nec- 
essary to  have  a  working  knowledge  of  the  laws  under 
which  foreign  corporations  and  partnerships  are  formed, 
of  their  methods  of  management,  of  the  powers  and  limits 
of  liability  of  directors,  managers  and  partners,  as  well  as 
of  the  regulations  regarding  the  filing  of  annual  accounts 
and  balance  sheets. 

Information  is  given  in  this  book  as  to  the  compulsory 
public  registration  by  corporations  and  trading  firms  in 
foreign  countries,  of  periodical  financial  statements,  and  of 
the  ways  in  which  such  statements  may  be  utilized  by 
American  firms  for  credit  ratings. 

Importance  of  a  Knowledge  of  Foreign  Laws. — Foreign 
commercial  laws  differ  very  widely  from  American  laws, 
and  even  a  brief  study  of  the  foreign  regulations  may  save 
American  firms  from  costly  errors  of  judgment. 

It  must  be  remembered  that,  as  regards  business  done 
in  foreign  countries,  any  legal  action  taken  abroad  will  be 
decided  by  the  foreign  law^s  and  not  by  the  rules  of  Ameri- 
can law.  An  American  firm  pleading  in  a  foreign  court  will 
be  presumed  to  have  a  knowledge  of  the  foreign  laws ;  any 
defence  alleging  ignorance  of  them  would  be  disregarded. 
Foreign  judgments  can  be  enforced  on  the  property  situated 
abroad,  and  on  debts  receivable  there,  and  it  is  not  always 
possible  to  have  the  cases  re-opened. 

Incorporation  of  Foreign  Branches. — The  various  foreign 
sections  of  this  book  show  the  ways  in  which  local  working 
corporations  may  be  formed,  under  foreign  company  laws, 
the  shares  being  held  by  the  American  parent  company. 

Foreign  managers  of  American  enterprises  have  practi- 
cally unlimited  powers  under  local  laws;  effective  methods 
of  restricting  their  powers  are  stated. 

The  foreign  legal  terms  in  use  for  corporations  and 
firms  are  clearly  explained  in  this  book  in  plain  language. 
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from  the  special  point  of  view  of  the  business  man,  and 
with  a  view  to  practical  use. 

Foreign  Bonds  and  Stocks. — Bankers,  stockbrokers  and  in- 
vestors generally  should  find  of  material  service  the  full 
descriptions  of  American  and  foreign  stocks  and  bonds, 
and  of  the  rights  and  liabilities  of  the  holders.  The  methods 
of  quoting  and  selling  such  securities  are  fully  dealt  with. 

American  and  Foreign  Stock  Exchange  Practice. — Com- 
plete details  are  included  of  the  practical  working  of  the 
New  York,  other  American,  and  Canadian  Stock  Exchanges, 
and  of  their  rates  of  commission.  The  customs,  regulations 
and  practice  of  the  London,  Paris,  Brussels,  Berlin,  and 
other  important  foreign  Stock  Exchanges  are  thoroughly 
explained. 

American  Corporation  Laws. — The  difficulties  of  compre- 
hension and  of  reference  arising  from  the  existence  of  fifty- 
one  different  sets  of  business  corporation  laws  in  the  U.  S. 
have  been  dealt  with  in  a  new  way.  The  laws  which  are 

nearly  alike  in  all  the  states  and  territories  have  been 
grouped  and  explained  in  detail  and  in  logical  order, 
Variations  of  these  laws  in  any  of  the  states  have  been 
pointed  out.  In  addition  to  this,  each  of  the  states  and 
territories  has  been  treated  separately,  and  full  explanations 
have  been  given  of  the  laws  which  diflfer  from  those  gen- 
erally in  force  in  the  other  states. 

Interstate  Trading. — In  the  sections  treating  of  the  laws  of 
each  separate  state,  considerable  space  has  been  given  to 
their  registration  regulations,  which  require  foreign  cor- 
porations (formed  in  other  states  or  abroad)  to  register  and 
to  obtain  a  trading  license  before  commencing  business. 
Particulars  are  given  of  the  whole  procedure  of  registration 
required  by  each  state,  together  with  the  registration  fees 
and  annual  fees  and  taxes  payable.    The  cost  of  incorpora- 


PREFACE 

tion  of  domestic  companies  under  the  laws  of  each  state 
is  also  shown  in  detail. 

Foreign  Trading. — Similar  particulars  are  supplied  for  all 
the  Canadian  provinces,  and  for  each  foreign  country. 

Information  is  given,  both  for  the  American  states  and 
for  foreign  countries,  as  to  what  methods  of  trading  may 
be  adopted  by  an  American  trader  or  corporation  without 
being  compelled  to  register,  or  to  pay  trading  licenses  or 
other  fees.  The  foreign  and  U.  S.  taxation  of  profits  earned 
abroad  is  also  dealt  with. 

Bills  of  Exchange. — The  laws  and  regulations  adopted  in 
London  for  international  trade  bills  largely  govern  the 
practice  of  foreign  merchants.  The  London  customs  have 
therefore  been  fully  explained  in  a  separate  section.  For- 
eign stamp  laws  have  been  added. 

Insolvencies  and  Bankruptcy  Practice. — For  the  guidance 
of  American  creditors,  details  of  the  practice  for  private 
arrangements  with  insolvent  traders,  bankruptcy  procedure, 
the  appointment  of  receivers,  and  the  winding-up  of  cor- 
porations, have  been  stated  for  the  three  typical  countries 
of  Great  Britain,  France  and  Argentina. 

Acknowledgments.'— In  conclusion,  the  author  wishes  to 
heartily  thank  all  those  who  have  helped  to  make  the  pres- 
ent edition  so  much  more  useful  and  complete  than  the 
European  edition. 

The  writing  of  this  book  by  the  author,  single-handed, 
would  have  been  impossible  without  the  able  assistance  of 
his  wife  as  secretary  and  amanuensis. 

Mr.  Harrison  S.  Martin,  the  Assistant  Secretary  of  the 
New  York  Stock  Exchange,  who  is  the  author  of  a  standard 
work  on  its  activities,  rendered  the  important  service  of 
revising  the  section  dealing  with  New  York  Stock  Ex- 
change practice. 
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Dr.  R.  P.  Momsen,  of  Rio  de  Janeiro  and  New  York, 
very  courteously  furnished  special  details  respecting  Bra- 
zilian corporation  laws,  a  subject  on  which  he  is  an 
authority. 

To  Mr.  C.  McGlone,  the  author  is  indebted  for  particu- 
lars of  the  recent  changes  in  British  Income  Tax  regu- 
lations. 

The  author  wishes  to  thank  also  the  Secretaries  of  State, 
American  Consuls  and  Commercial  Attaches,  officials  of 
the  Bureau  of  Foreign  Commerce,  representatives  of  for- 
eign governments,  the  Secretaries  of  Stock  Exchanges,  and 
others  who  have  supplied  information  of  considerable 
practical  value. 

To  All  Readers. — Suggestions  and  information  for  the  fur- 
ther improvement  of  this  book  will  be  welcomed,  and  due 
acknowledgment  made,  by  the  author.  Correspondents 
may  write  in  English,  French,  German,  Spanish  or  Italian. 


W.  J.  GREENWOOD. 


49  Wall  Street,  New  York. 
April  18,  1921. 
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American  Stocks 

DESCRIPTION 

Difference  Between  American  Stocks  and  Shares 

The  word  "Stock"  is  used  in  the  U.  S.  A.  to  designate 
the  total  value  of  the  shares  of  a  corporation.  The  por- 
tions into  which  the  total  is  divided,  for  the  issue  of  cer- 
tificates, are  called  "shares."  A  corporation  may  have  a 
"stock"  capital  of  $500,000,  divided  into  5,000  "shares"  of 
$100  each. 

Classes  of  Shares 

The  two  usual  classes  of  shares  are  preferred  and  com- 
mon. Founders'  shares  and  deferred  shares  are  not  often 
issued;  they  rank  for  dividends  after  both  the  preferred 
and  the  common  shares. 

Preferred  Shares 

These  may  be  "cumulative"  or  "non-cumulative."  In 
either  case  they  are  entitled  to  dividends  at  a  fixed  rate 
before  any  dividends  are  paid  on  the  common  shares. 

All  preferred  shares  are  cumulative  unless  this  is  denied 
by  the  articles  of  incorporation  or  the  by-laws,  or  by  a 
condition  printed  on  the  share  certificate. 

Arrears  of  Dividends — Cumulative  Preference 

A  cumulative  preferred  share  is  entitled  to  receive  a 
fixed  dividend  each  year  out  of  profits. 

If  in  any  year  the  dividend  has  not  been  paid,  or  has 
been  only  partly  paid,  the  arrears  accumulate  to  the  credit 
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of  the  share.    They  must  be  paid  out  of  any  future  profits 
before  any  dividend  can  be  paid  on  the  common  shares. 

Non-cumulative  Preferred  Shares 

If  the  preferred  shares  are  non-cumulative,  they  have 
no  right  to  be  paid  arrears  of  dividend.  Common  shares 
are  in  the  same  position.  If  a  dividend  is  missed,  it  is  lost 
altogether  and  cannot  be  claimed  from  the  profits  of  later 
years. 

Right  to  Be  Paid  Dividends 

In  every  case,  whether  or  not  sufficient  profits  have 
been  earned  for  the  payment  of  all  dividends,  the  directors 
of  the  corporation  may  refuse  to  pay  dividends  for  that 
year  if,  in  their  opinion,  it  would  be  inadvisable  for  the 
corporation  to  part  with  the  funds.  Their  right  to  withhold 
dividends  is  admitted  by  law. 

Preferred  shares  have  a  limit  of  dividend,  such  as  6% 
or  7%.  The  balance  of  profits  is  available  for  dividends  on 
the  common  shares,  and  there  is  no  limit  to  the  percentage 
which  may  be  paid  on  them. 

Participating  Preferred  Shares 

Where  it  is  desired  to  give  a  speculative  character  to 
the  preferred  shares,  they  are  given  the  right  to  share  in 
the  excess  profits  with  the  common  shares.  F'or  example, 
a  preferred  share  may  be  entitled  to  a  preference  for  divi- 
dends up  to  7%  per  annum.  The  common  shares  may^next 
be  entitled  to  a  dividend,  also  at  7%.  The  balance  of  profits 
may  then  be  divisible,  in  equal  percentages,  between  the 
preferred  shares  and  the  common  shares,  say  a  further  3% 
each,  making  10%  altogether. 

There  are  many  other  variations  of  the  method  by  which 
the  excess  profits  are  to  be  divided,  but  in  all  the  cases 
a  preferred  share  would  be  called  a  "participating  preferred 
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share"  if  it  should  be  entitled  to  share  in  the  balance  of 
profits  after  it  had  received  the  full  rate  of  dividend  to 
which  it  had  a  preferential  right. 

Preference  of  Repayment  on  Insolvency  of  Corporation 

The  preferred  shares  have  no  preferential  right  to  be 
repaid  their  par  values,  on  the  dissolution  of  the  corpora- 
tion, unless  the  articles  or  by-laws,  or  the  share  certificate, 
expressly  state  this  preference. 

Where  no  agreement  to  the  contrary  has  been  made, 
both  the  preferred  and  the  common  shares  would  receive 
the  same  percentages  of  their  par  values,  from  any  excess 
property  of  the  corporation  remaining  after  paying  the 
claims  of  creditors. 

It  is  usual  to  give  a  preferential  right  of  repayment  of 
capital  TO  the  preferred  shares,  but  it  needs  to  be  expressly 
stated. 

The  articles  and  by-laws  of  some  corporations  give  the 
right  to  the  directors  to  repay  preferred  shares  after  notice, 
usually  at  par.  (This  is  not  permitted  by  British  company 
law,  except  on  condition  that  the  amounts  repaid  must  be 
returned  to  the  company  should  it  afterwards  become 
insolvent.)  Prosperous  I-rench  companies  usually  repay  all 
their  shares,  in  cash  and  at  par,  from  accumulated  profits, 
issuing  new  profit-sharing  certificates,  of  no  par  value,  in 
place  of  the  repaid  share  certificates.  The  repaid  capital 
cannot  afterwards  be  required  to  be  refunded  by  the  stock- 
holders. (See  the  French  section,  under  "Bons  de  Jouis- 
sance,"  for  full  details.) 

Voting  Power 

Unless  otherwise  stated  in  the  articles  or  by-laws,  the 
holders  of  both  preferred  and  common  shares  have  the  right 
to  vote  at  all  meetings  of  stockholders.  Bondholders  have 
no  votes  unless  this  right  is  expressly  given  by  the  articles 
or  by-laws. 
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Special  Voting  Powers 

Occasionally,  the  voting  rights  are  varied  by  special 
clauses  of  the  articles  inserted  by  promoters  of  corporations, 
or  by  amendments  of  the  articles  passed  through  the 
insistence  of  persons  in  control  of  the  stock  of  a  corporation. 

In  some  such  cases,  the  holders  of  a  small  amount  of 
common  shares  have  the  exclusive  right  of  voting  for  the 
appointment  of  directors.  In  other  cases,  the  right  of  ap- 
pointment may  be  reserved  to  the  holders  of  preferred 
shares.  Or  the  holders  of  bonds  may  be  given  voting  rights 
equal  to  those  of  stockholders. 

Cumulative  Voting 

In  order  to  protect  the  rights  of  minorities,  most  state 
laws  give  corporations  the  right  to  adopt  the  method  of 
cumulative  voting  for  elections  of  directors.  Except  for 
this  provision,  minorities  have  little  protection.  (See  ex- 
planation of  cumulative  voting  in  section  dealing  with  gen- 
eral state  laws  regarding  business  corporations.) 

Selling  Facilities  and  Market  Values  of  Shares 

A  corporation  has  no  liability  to  repay  stockholders  the 
values  of  their  shares.  The  laws  of  some  states  permit 
repayment  to  be  made  of  preferred  shares,  but  it  cannot  be 
claimed  as  a  right  by  any  holder  of  shares.  A  stockholder 
wishing  to  realize  on  his  shares  may  sell  them,  and  the 
purchaser  has  the  right  to  be  admitted  as  a  stockholder. 
This  right  to  transfer  is  limited  in  the  case  of  shares  which 
are  not  fully  paid,  the  corporation  wishing  to  prevent  stock- 
holders from  evading  liability  for  the  unpaid  instalments. 

Bases  for  Valuation  of  Shares 

The  par  value  of  a  share  is  no  measure  of  its  selling 
value.  The  chief  factors  deciding  the  market  prices  of 
shares  are  the  regularity  of  profits,  the  amount  of  dividends, 
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and  the  extent  of  the  demand  for  the  shares,  together  with 
the  prospects  of  any  exceptional  future  increase  or  reduc- 
tion of  profit  distribution. 

Speculative  Chances 

The  share  with  only  a  low  record  of  dividends,  and  with 
only  a  relatively  small  amount  of  real  value  behind  it,  may 
have  a  high  market  price  if  there  are  good  speculative  pos- 
sibilities in  its  favor.  For  example,  shares  in  a  concern 
which  has  not  been  very  prosperous  may  suddenly  become 
valuable,  if  the  concern  is  absorbed  by  a  strong  corporation 
on  the  basis  of  an  exchange  of  shares.  Or  an  expected  dis- 
tribution of  accumulated  profits  by  an  issue  of  bonus  shares 
may  cause  a  sudden  rise  in  price. 

Protection  of  Market  Prices 

The  market  prices  of  shares  are  in  some  cases  protected 
either  by  the  issuing  house  or  by  the  financial  interests 
controlling  the  corporation. 

Shares  admitted  to  official  quotation  on  the  Stock  Ex- 
change bring  better  prices,  first  because  they  are  more  rap- 
idly saleable,  and  next  because,  before  being  admitted  to 
quotation,  the  financial  organization  of  the  corporation  has 
been  carefully  examined.  The  Stock  Exchange  Committee 
refuses  quotation  to  the  shares  of  corporations  which  are 
unsatisfactory  in  this  respect. 

Prices  Quoted  in  Percentage  of  Par  Value 

Whatever  the  par  value  of  a  share  may  be,  it  is  usually 
quoted  on  a  percentage  basis.  A  $100  share  selling  at  75 
would  be  quoted  75.  If  the  par  value  is  $50,  it  would  be 
quoted  75,  when  selling  at  $37.V<.  With  a  par  value  of  $10, 
it  would  still  be  quoted  75,  when  selling  at  $7^.  A  quota- 
tion of  150  would  mean  $150  for  a  $100  share,  or  $75  for  a 
$50  share,  and  $15  for  a  $10  share. 
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Right  to  Subscribe  for  Shares 

Prosperous  concerns,  whose  shares  are  quoted  at  a 
premium,  frequently  restrict  to  their  own  stockholders  the 
right  to  subscribe  for  shares  of  new  issues.  The  issue 
price  is  usually  under  the  current  market  price,  otherwise 
the  rights  of  subscription  would  have  no  value. 

Valuation  of  Rights 

For  example,  a  share  of  $100  par  value,  quoted  on  the 
market  at  $150,  may  be  granted  the  right  of  subscription  for 
shares  of  a  new  issue  in  the  proportion  of  one  new  share 
for  every  four  original  shares.  A  holder  of  four  original 
shares  would  then  have  the  right  to  subscribe  for  one  new 
share  for  himself,  or  to  sell  his  "right"  for  cash.  The  value 
of  the  right  would  be  fixed  as  in  the  following  example: 
Market  price  $150,  less  par  value  $100,  showing  a  present 
premium  of  $50  per  share.  This  is  divided  by  the  total 
number  of  old  shares,  plus  the  new  share  {4  -{-I  =  5)  ; 
$50  divided  by  5  shows  the  value  of  the  right  to  subscribe 
for  one  new  share  to  be  worth  $10. 

These  "rights"  are  freely  saleable.  If  the  original  shares 
are  quoted  on  a  Stock  Exchange  the  rights  are  traded  there 
and  are  quoted  in  the  daily  quotation  lists. 


American  Bonds 

DESCRIPTION 

Railroad  Bonds 

For  many  years,  railroads  have  been  financed  by  the 
issue  of  bonds.  These  bonds  were  secured  by  mortgages  on 
the  land  and  buildings,  the  tracks  and  rolling  stock,  the 
income  receivable  from  leased  lines,  and  the  income  from 
freight  and  passenger  traffic.  The  mortgages  created  were 
numerous,  extending  in  some  cases  from  the  first  to  the 
eighth  mortgages.  When  all  the  properties  had  been  mort- 
gaged to  their  full  value,  income  bonds  were  issued.  They 
were  payable  out  of  the  income  of  the  railroad,  but  they 
were  not  supported  by  any  security. 

The  bonds,  (with,  in  a  few  cases,  the  preferred  stocks), 
represented  the  only  cash  brought  in.  The  common  stocks 
and  many  of  the  preferred  stocks  were  so  much  water, 
issued  for  more  or  less  valuable  services  rendered  in  the 
promotion  of  the  railroad  companies. 

Industrial  Bonds 

It  is  only  recently,  in  comparison  with  railroads,  that 
manufacturing  and  trading  concerns  have  adopted  the  plan 
of  obtaining  additional  capital  by  issuing  bonds.  One  of 
the  essential  differences  between  railroad  bonds  and  indus- 
trial bonds  is  that  there  are  generally  no  assets  behind 
the  railroad  bonds  which  have  been  acquired  otherwise  than 
by  the  borrowed  money. 

Security  Behind  the  Bonds 

On  the  other  hand,  in  the  case  of  industrial  bonds  there 
has  usually  been  a  very  considerable  investment  of  cash  and 
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property   in    the   concern,   for   preferred    or   other   stocks, 
before  any  borroAving  whatever  is  done. 

The  concern  must  have  been  already  built  up  on  cash 
raised  by  the  issue  of  preferred  stocks,  and  it  usually  has 
assets  in  the  shape  of  real  estate  or  machinery  and  plant, 
and  a  trade  connection,  acquired  against  payment  by  pre- 
ferred and  common  stocks. 

i 
Limit  on  Borrowing 

Industrial  bonds  cannot  be  issued  in  unlimited  amounts, 
because  the  corporation  laws  of  many  states  limit  the  total 
mdebtedness  of  all  kinds  to  an  amount  not  exceeding  the 
total  paid  in  cash  or  property  by  stockholders.  As  the 
bonds  usually  give  a  mortgage,  which  makes  them  rank 
for  payment  before  the  claims  of  ordinary  business  credit- 
ors, the  bonds  cannot  be  issued  for  more  than  50%  of  the 
total  assets  of  the  corporation,  (including  the  cash  re- 
ceived by  the  bond  issue).  Also,  the  consent  of  a  majority 
of  two-thirds  or  more  of  the  stockholders  is  required  before 
any  mortgage  bonds  may  be  issued. 

Issuing  Bonds  Is  Good  Financing 

From  the  point  of  view  of  the  stockholders  of  a  corpora- 
tion, it  is  good  financing  to  raise  part  of  the  working  capital 
by  an  issue  of  bonds.  In  ordinary  times,  well-secured  in- 
dustrial bonds  yielding  6%  interest  can  be  sold  at  nearly 
par.  If  they  are  issued  as  6%  bonds  at  95%,  redeemable 
in  10  years,  the  discount  of  5%  from  par  is  equal  to  an 
extra  J/2%  interest  for  the  10  years.  The  total  interest 
would,  therefore,  be  6J^%.  Assuming  that  the  business 
earns  10%  average,  on  the  total  share  capital  and  the  money 
borrowed  on  the  bonds,  there  would  be  a  profit  of  3j^%  by 
the  borrowing.  This  would  considerably  increase  the 
profits  available  for  dividends  to  stockholders.  If  the  divi- 
dends on  preferred  stock  are  limited  to  say  7%,  there  would 
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be  a  surplus  of  3%,  (out  of  the  10%  average  profit)  to  pay 
dividends  on  common  stock,  or  to  build  up  a  reserve  for 
repaying  the  bonds  at  their  due  date. 

Bonds  Issued  in  Times  of  Bad  Trade 

The  large  consolidations  and  mergers  of  manufacturing 
concerns,  made  some  years  ago,  have  been  generally  ar- 
ranged by  the  issuing  of  preferred  stocks,  which  repre- 
sented the  values  of  the  assets,  (in  many  cases  inflated), 
and  by  issuing  common  stock  as  a  bonus  to  repay  the  sup- 
posed increase  in  profit-earning  capacity  through  the  con- 
solidations. 

A  succession  of  low  dividends,  which  followed  this 
period  of  amalgamations,  showed  that  the  expected  increase 
in  earning  power  had  been  over-estimated. 

Further  capital  was  needed  for  extensions  and  renew- 
als of  plant  and  machinery,  and  for  developing  new  pro- 
cesses and  opening  new  markets  for  the  products  of  the 
combined  mills  and  factories.  As  the  profits  had  declined, 
it  was  not  possible  to  obtain  funds  by  further  issues  of 
preferred  stocks.  The  only  resource  was  to  borrow  money 
on  the  security  of  the  assets,  by  issuing  bonds  which  gave 
mortgages  on  the  real  estate,  buildings,  and  machinery  and 
plant  belonging  to  the  corporations. 

This  was  done  and,  on  the  revival  of  trade,  it  was  found 
that  the  borrowed  money  earned,  in  profits,  several  times 
the  percentage  payable  for  bond  interest. 

Industrial  Bonds  Now  Common 

The  issuing  of  bonds  has  now  taken  its  place  as  part 
of  the  ordinary  financing  of  industrial  and  trading  con- 
cerns. 

The  position  of  the  holders  of  preferred  and  common 
stocks  is  considerably  improved  by  the  issue  of  bonds,  al- 
though they  rank  after  both  the  bondholders  and  creditors. 
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Advantage  of  Bond  Issues  to  Stockholders 

The  bondholders  certainly  have  a  mortgage  on  the 
property  of  a  corporation  but  actual  cash  has  been  re- 
ceived for  the  mortgage,  and  the  money  is  usually  bor- 
rowed in  this  way  on  better  terms,  and  for  longer  periods, 
than  could  possibly  be  obtained  from  a  bank  or  financial 
house. 

Industrial  bonds  are  issued  for  short  periods  and  if  the 
concern  is  prosperous  it  is  generally  possible  to  renew 
them,  on  the  expiry  of  the  term,  at  the  same  or  even  lower 
rates  of  interest. 

Naked  Debentures 

In  times  of  dear  money,  when  loan  capital  is  required, 
it  would  be  foolish  to  issue  bonds  at  the  high  rates  of  in- 
terest which  would  then  be  demanded. 

It  is  necessary  to  pay  the  high  rate  at  that  time,  if  the 
money  is  needed  urgently,  but  the  period  of  the  loan  is  very 
considerably  shortened.  The  money  is  therefore  borrowed 
for  from  two  to  five  years  only,  on  short-time  notes.  These 
notes  can  generally  be  sold  by  corporations  of  good  stand- 
ing without  giving  any  mortgages  on  the  assets. 

Debenture  Bonds 

This  method  of  borrowing  introduces  to  the  American 
Stock  Exchanges  industrial  securities,  called  "naked  deben- 
tures" or  debenture  bonds,  which  have  been  used  in  Eng- 
land for  many  years. 

Short-time  notes  without  a  mortgage  are  really  promis- 
sory notes  of  the  corporation,  and  the  security  for  payment 
is  the  whole  of  its  property. 

It  should  be  clearly  understood,  however,  that  these 
naked  debentures  give  their  holders  no  preference  whatever 
as  regards  either  interest  or  repayment  of  the  principal. 
They  rank  equally  with  all  other  business  creditors,  in  the 
case  of  insolvency  of  the  corporation. 


AMERICAN     BONDS  11 

Convertible  Bonds 

The  ordinary  industrial  bond,  even  with  a  mortgage, 
offers  few  chances  of  any  great  profit  by  an  increase  in  mar- 
ket price. 

In  order  to  make  such  bonds  more  attractive  to  the  in- 
vestor who  likes  a  speculation,  many  industrial  bonds 
offer  the  option  of  conversion  into  preferred  stock  or  com- 
mon stock,  at  a  price  fixed  at  the  time  the  bonds  are  offered 
for  subscription.  This  option  exists  during  the  whole  period 
of  the  bond.  The  options  of  conversion  prove  valuable  if 
the  concern  has  a  run  of  prosperity.  Its  preferred  or  com- 
mon stock  may  then  increase  greatly  in  market  value. 

Where  the  stock  is  already  at  a  premium,  or  is  likely 
to  yield  large  dividends,  it  is  usual  to  give  the  option  of 
conversion  on  the  basis  of  a  premium  value  for  the  stocks. 
For  example,  a  bond  may  be  convertible  into  7%  partici- 
pating preferred  stock  at  140%.  This  means  that  $1,400 
par  value  of  bonds  would  be  exchanged  for  ten  preferred 
shares  of  $100  each.  Or  the  option  may  be  given  to  ex- 
change each  $1,000  bond  for  common  stock  at  a  premium 
of  50%  ;  the  bonds  to  be  valued  for  conversion  at  75%  of 
their  value.  The  $1,000  bond  would  then  be  valued  at 
$750,  and  would  be  exchanged  for  $500  of  common  stock. 
At  a  premium  of  50%  this  $500  par  of  common  stock  would 
amount  to  $750,  equal  to  the  convertible  value  of  the  $1,000 
bond.  The  effect  would  be  that  the  bond  ($1,000)  would 
be  convertible  into  common  stock  ($500)  valued  at  200% 
of  its  par  price.  If  the  market  price  of  the  $100  shares  of 
common  stock  rose  above  $200,  the  conversion  of  the  bonds 
would  be  a  profitable  operation  for  the  bondholder. 

Importance  of  Publication  of  Annual  Accounts 

The  chief  weakness  of  industrial  bonds  is  that,  owing 
to  the  general  neglect  of  corporations  to  publish  their  an- 
nual accounts,  it  is  not  so  easy  to  gauge  the  standing  of  an 
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industrial  bond  as  it  is  to  judge  a  bond  of  a  railroad, 
which  is  compelled  to  publish  annual  statements  and  bal- 
ance sheets. 

Very  slowly  it  is  being  recognized,  by  financial  houses 
and  the  general  investing  public,  that  the  stockholders  and 
bondholders  of  a  corporation  are  best  served  when  the 
directors  insist  on  having  an  annual  audit  of  the  balance 
sheet  and  tradirig  accounts  by  an  independent  public  ac- 
countant. When  this  is  generally  done,  and  a  copy  of  the 
annual  accounts  with  the  auditor's  report  is  sent  to  each 
bondholder  as  well  as  each  stockholder,  the  present  gen- 
eral disinclination  to  buy  industrial  bonds  will  disappear. 

DESCRIPTION  OF  BONDS 

Government  Bonds 

Every  government  (except  Monaco)  issues  bonds  to 
raise  money  for  national  purposes.  The  security  for  pay- 
ment of  the  interest  and  principal  of  the  bonds  is  the  en- 
tire wealth  of  the  inhabitants.  In  case  of  default  there  is 
no  legal  means  of  compelling  a  government  to  pay  interest 
due  or  to  repay  the  principal  of  bonds  due  for  redemption. 
Instances  of  this  kind  are  the  defaults  of  Mexico  since  1914, 
due  to  the  various  revolutionary  changes  of  government, 
and  the  recent  case  of  Russia,  where  the  communists  have 
entirely  repudiated  the  national  debt. 

As  regards  the  American  states,  each  of  them  on  join- 
ing the  Union  retained  its  sovereign  power,  to  the  extent 
that  it  could  not  be  sued  under  federal  or  state  law  for 
payment  of  state  debt,  on  bonds  or  otherwise.  Some  of 
these  states  are  at  present  in  default  for  old  loans. 

Municipal  Bonds 

Many  municipal  bonds  are  issued  to  provide  funds  for 
profit-producing    undertakings,    such    as    street    railways, 
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electric  lighting  and  power,  waterworks,  and  cemeteries. 
The  security  for  repayment  is  not  only  the  property  ac- 
quired from  the  proceeds  of  the  bond  issue  but  the  whole 
of  the  municipal  funds  which  can  be  raised  by  taxation. 
Government  bonds  are  guaranteed  by  the  wealth  of  a 
nation.  In  the  same  way  municipal  bonds  are  guaranteed 
by  the  taxation  values  of  the  whole  of  the  real  estate  and 
improved  property  included  in  the  area  of  the  municipality, 
and  by  the  taxes  which  can  be  imposed  on  personal 
property. 

Administrative  bodies,  forming  part  of  a  municipality 
or  county  or  other  division,  are  similarly  guaranteed  by 
the  body  which  grants  its  power  to  borrow  money  by 
issues  of  bonds. 

The  state,  which  gives  the  power  to  a  municipality  or 
county  to  borrow  money  on  loans,  has  the  power  to  enforce 
payment  of'  interest  and  repayment  of  principal. 

Special  Assessment  Bonds 

These  are  bonds  issued  to  provide  cash,  at  once,  for 
payment  of  work  done  by  improving  property.  An  ex- 
ample is  the  grading,  sewering,  and  paving  of  roads  and 
streets,  the  expense  of  which  is  to  be  paid  by  the  owners 
of  the  neighboring  land.  Its  owners  are  permitted  to  pay 
by  instalments,  spread  over  a  number  of  years,  their  con- 
tributions eventually  paying  the  cost  of  the  work  and  the 
expenses  of  the  loan  obtained  by  the  issue  of  the  special 
assessment  bonds.  In  some  cases,  the  municipality  agrees 
to  pay  part  of  the  cost;  for  this  portion  it  is  liable  to  the 
full  extent  of  its  resources.  For  the  portion  payable  by 
the  owners  of  the  land,  the  municipality  is  not  liable,  and 
if  such  owners  fail  to  pay  the  only  remedy  of  the  munici- 
pality is  to  take  and  sell  the  land.  If  this  does  not  yield 
the  required  amount  to  pay  the  principal  and  interest  of 
the  bonds  issued  for  the  owner's  share  of  the  expense,  then 
the  bondholders  will  lose  the  balance. 
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Difference  Between  Bonds  and  Debentures 

In  America,  an  industrial  mortgage  bond  is  one  which 
is  secured  by  a  mortgage  of  real  estate  of  a  corporation, 
or  by  a  chattel  mortgage  of  its  other  property  such  as  plant 
and  machinery,  or  stocks  of  raw  material  and  goods.  Mort- 
gage bonds  are  usually  called  "bonds,"  while  unsecured 
bonds  are  referred  to  as  "debentures."  The  security  for  a 
"debenture"  is  the  wealth  of  the  corporation  issuing  it. 

British  and  Canadian  Practice 

On  the  London  Stock  Exchange,  the  words  "stocks" 
and  "bonds"  are  used  only  for  the  bonds  issued  by  govern- 
ments. In  Britain  and  Canada,  the  word  "debenture''  is 
used  to  describe  all  kinds  of  industrial  bonds.  If  they  are 
secured  by  any  kind  of  a  mortgage  they  are  called  "mort- 
gage debentures."  If  they  are  unsecured,  they  are  called 
"debentures"  or  "naked  debentures."  Where  the  mortgage 
given  is  on  real  estate,  (land,  buildings,  and  fixed  plant),  the 
property  is  usually  transferred  to  a  trustee  for  the  bond- 
holders, and  the  mortgage  is  called  a  "specific  mortgage," 
because  it  is  on  specified  assets. 

Floating  Charge  or  Blanket  Mortgage 

Where  the  property  mortgaged  is  composed  of  assets 
which  are  continually  changing  in  character  and  amount, 
such  as  stocks  of  goods,  raw  materials  of  manufacture,  and 
accounts  receivable,  it  is  obviously  impossible  to  transfer 
them  to  a  trustee,  because  they  are  being  used  all  the  time. 
The  mortgage  given  is  then  called  a  "floating  charge," 
which  is  a  blanket  mortgage  or  general  mortgage.  On  de- 
fault being  made  in  the  payment  of  interest  or  the  repay- 
ment of  principal,  or  on  insolvency  occurring,  the  trustee 
for  the  bondholders  has  the  power  to  apply  to  the  Court  to 
have  the  mortgage  declared  "fixed,"  for  the  reason  that  the 
security  is  in  danger. 
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Foreclosure  of  General  Mortgage 

With  the  authority  of  the  court,  the  trustee  then  takes 
possession  of  the  assets  on  behalf  of  the  general  body  of 
the  bondholders,  in  whose  interests  he  was  appointed  at 
the  time  the  bond  issue  was  made. 

In  both  America  and  Europe,  the  mortgage  bondholders 
are  entitled  to  be  paid  out  of  the  proceeds  of  the  sale  of  the 
mortgaged  property  in  case  of  insolvency  of  the  corpora- 
tion. For  any  deficiency,  they  are  entitled  to  claim  with 
the  unsecured  creditors.  Ordinary  debentures,  (naked  de- 
bentures) are  unsecured  debts  and  give  no  preference  for 
payment  of  interest  or  repayment  of  principal. 

Bonds  of  American  Corporations 

The  bonds  issued  by  American  corporations  usually 
give  a  specific  mortgage  on  the  real  estate  and  buildings 
and  also  a  chattel  mortgage,  i.e.,  "floating  charge,"  on  other 
property.     ("Charge"  means  the  same  as  "lien.") 

Collateral  Bonds 

The  security  for  this  class  of  bonds  is  usually  the  de- 
posit of  bonds  or  stocks  of  other  corporations.  The  bonds 
or  stocks  are  usually  deposited  with  a  trustee  appointed 
to  represent  the  bondholders.  This  is  really  a  pledge,  not 
a  mortgage,  and  the  collateral  bonds  are  not  actually  mort- 
gage bonds. 

Where  the  collateral  bonds  are  secured  both  by  a  specific 
mortgage  of  real  estate  and  by  the  deposit  in  trust  of  bonds 
and  stocks,  as  collateral  security,  their  description  is  prop- 
erly changed  to  mortgage  bonds.  In  every  case  the  bond  or 
debenture  would  be  called  by  the  title  applying  to  the 
higher  security,  out  of  several  given,  no  matter  how  small 
the  proportion  of  such  higher  security  may  be,  as  com- 
pared with  the  total  of  the  bond  issue. 
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Parent  and  Subsidiary  Corporations 

Engineering  and  similar  corporations  frequently  pro- 
mote subsidiary  public  service  corporations  for  local  under- 
takings, such  as  street  railways,  or  gas  or  electric  lighting. 
The  bonds  are  issued  by  the  parent  corporation  (the  engi- 
neering corporation),  and  are  guaranteed  by  the  deposit 
of  the  whole  of  the  bonds  issued  by  the  subsidiary  corpora- 
tion, which  may  be  either  of  the  same  total  or  larger.  The 
bonds  of  the  parent  corporation  so  issued  would  be  col- 
lateral bonds. 

The  rate  of  interest  receivable  from  the  bonds  of  the 
subsidiary  corporation  would  generally  be  higher  than  that 
of  the  collateral  bonds  of  the  parent  corporation. 

Guaranteed  Bonds 

Another  method  adopted  between  parent  and  subsidiary 
corporations  is  for  the  bonds  to  be  issued  by  the  subsidiary 
corporation  and  for  the  parent  corporation  to  guarantee  the 
principal  and  interest  of  the  bonds  by  its  own  credit.  In 
order  to  be  effective,  the  guarantee  should  be  printed  on 
the  bond  certificates. 

Mortgage  on  Mortgage 

Directors  of  a  corporation  are  not  entitled  to  grant  mort- 
gages on  the  property  of  a  corporation  without  the  author- 
ity of  a  resolution  of  a  majority  of  stockholders.  Where 
authority  has  been  given  by  the  stockholders  to  issue  long- 
term  bonds,  and  the  issue  has  eventually  been  necessary  at 
a  time  when  high  rates  of  interest  are  demanded,  the  fol- 
lowing method  is  adopted: 

Authority  is  taken  also  for  the  issue  of  bonds  repayable 
in  a  short  term  of  years.  These  are  secured  by  the  deposit 
of  the  long-term  mortgage  bonds  with  a  trustee.  It  is  an- 
ticipated that  interest  rates  will  be  lower  when  the  short- 
term  londs  will  be  due  for  payment.    Then  the  long-term 
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bonds  can  be  issued,  at  a  smaller  rate  of  interest,  in  order 
to  repay  the  short-term  bonds. 

Refunding  Bonds 

These  are  new  bonds,  issued  to  raise  funds  with  which 
to  redeem  old  bonds.  The  redemption  may  be  either  be- 
cause of  the  expiry  of  the  period  for  which  the  first  bonds 
were  issued,  or  because  the  new  bonds  can  be  issued  at  a 
lower  rate  of  interest.  Bonds  are  not  redeemable  before 
the  time  stated  on  the  bond,  except  by  agreement  with  the 
bondholders. 

Where  power  is  taken  to  redeem  after  notice,  it  is 
usually  provided  that  the  corporation  shall  pay  a  premium 
on  the  redemption,  over  and  above  the  par  value.  The  trust 
deed  for  bond  issues  usually  provides  that  the  new  bonds, 
issued  to  replace  the  redeemed  bonds,  shall  be  certified  by 
the  trustee  for  the  old  issue.  In  such  a  case,  he  will  only 
certify  new  bonds  to  the  same  amount  as  the  old  bonds 
redeemed. 

Priority  of  Mortgages 

The  issue  by  a  corporation  of  debentures  giving  no 
mortgage  on  its  property  does  not  prevent  the  corporation 
from  afterwards  creating  specific  or  general  mortgages  on 
its  real  property  or  chattels,  either  in  favor  of  an  individual, 
for  money  borrowed,  or  as  security  for  an  issue  of  mort- 
gage bonds. 

The  specific  mortgage,  or  the  mortgage  bonds,  would 
in  such  a  case  have  a  preference  for  repayment  out  of  the 
assets  mortgaged. 

The  issue  of  bonds  giving  a  "floating  charge"  over  real 
property  and  chattels  does  not  prevent  the  corporation  from 
making  later  mortgages  or  pledges  of  its  property.  Chat- 
tels bought  with  the  cash  received  would  be  included  in  the 
floating  charge. 
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Future   Acquired  Assets 

The  assets  mortgaged  as  security  for  a  bond  issue  are 
usually  described  in  the  trust  deed  which  nominates  the 
trustee  and  defines  his  duties.  Any  property  subsequently 
acquired  by  the  corporation  is  not  included  in  the  mort- 
gage unless  the  trust  deed  distinctly  states  that  it  shall 
be  included.  If  so  stated  this  would  be  described  as  a 
"future    acquired    property    mortgage." 

A  method  sometimes  adopted  for  evading  the  obliga- 
tion of  bringing  such  subsequently  acquired  property  into 
the  earlier  mortgage  is  the  formation  of  a  subsidiary  cor- 
poration to  acquire  the  new  property,  which  is  then  mort- 
gaged separately. 

Partial  and  Complete  Issues 

It  has  already  been  explained  that  directors  of  a  cor- 
poration have  no  authority  to  grant  mortgages,  or  to  issue 
mortgage  bonds,  except  by  authority  of  the  stockholders 
given  by  a  resolution  of  such  a  majority  as  is  stated  in 
the  by-laws  of  the  corporation.  Usually,  the  authority  is 
given  to  issue  an  amount  not  exceeding  a  stated  total. 

Closed  and  Open  Mortgage  Issues 

When  the  full  authorized  total  of  mortgage  bonds  is 
issued  the  mortgage  is  said  to  be  "closed."  If  only  a  por- 
tion is  issued,  the  mortgage  is  "open,"  and  the  unissued 
balance  is  referred  to  as  "authorized  and  unissued  bonds." 

These  are  sometimes  stated  as  assets  in  balance  sheets, 
the  full  amount  authorized  being  then  shown  as  a  liability. 
It  is  better  to  state  only  the  actual  amount  issued  as  a  lia- 
bility, the  unissued  portion  being  referred  to  by  a  note, 
thus: 

6%  First  Mortgage  Bonds,  total  author- 
ized     $100,000 


Total    issued    and    outstanding   at    this 

date   $50,000 
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Income  Bonds 

These  are  really  not  bonds,  but  debentures.  They  are 
usually  stated  to  be  secured  on  the  income  of  railroad  or 
other  properties.  They  give  no  mortgage  on  the  property 
from  the  u.se  of  which  the  income  is  to  be  derived,  for  the 
very  good  reason  that  such  property  is  usually  mortgaged 
to  the  full  extent  of  its  realizable  value.  The  position  of 
such  a  bond  is  that  the  interest  will  be  paid  only  if  the 
income  is  sufficient  to  pay  working  expenses  and  leave  a 
sufficient  surplus  for  payment  of  the  bond  interest.  The 
principal  is  unsecured ;  in  case  of  insolvency,  the  bond- 
holder would  be  an  unsecured  creditor,  having  no  preference 
for  repayment  over  any  other  creditors. 

State  Prohibition  of  Mortgages  by  Corporations 

The  laws  of  several  of  the  states  forbid  any  corporation 
carrying  on  business  in  their  territories  to  create  any  mort- 
gages of  property  within  the  state  in  favor  of  creditors  for 
debts  incurred  outside  the  state.  This  does  not  make  such 
mortgages  illegal,  but  it  prevents  the  assets  so  mortgaged 
from  being  taken  or  realized  by  the  mortgage  holders  while 
any  of  the  creditors  inside  the  state  remain  unpaid  to  the 
full  extent  of  their  legal  claims  against  the  corporation. 

The  issuing  of  debentures  giving  no  mortgage  is  not 
prevented  by  such  a  law,  because  the  holders  would  have 
no  preference  for  repayment  as  against  domestic  creditors. 

Some  of  the  states  forbid  domestic  or  foreign  corpora- 
tions to  incur  total  indebtedness  beyond  the  amount  of  the 
subscribed  and  paid-in  capital  stock.  Mortgages  created 
beyond  this  amount,  on  property  within  the  state,  would  be 
void  as  against  domestic  creditors,  and  the  directors  and 
officers  responsible  for  the  excess  indebtedness  would  be 
liable  to  pay  it. 
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Registered  and  Bearer  Bonds — Coupons 

Certificates  for  bonds  may  be  issued  either  as  payable 
to  bearer  or  to  a  person  whose  name  is  entered  on  the  bond. 
Ownership  of  bearer  certificates  is  transferred  by  delivery ; 
that  is,  by  the  mere  handing  over  of  the  certificate,  no  form 
of  written  transfer  being  required.  It  would  be  impossible 
for  the  corporation  issuing  such  bonds  to  trace  their 
changes  of  ownership,  in  order  to  pay  the  interest  on  them 
by  cheques  mailed  at  the  due  dates.  The  certificates  are 
therefore  printed  with  a  series  of  small  tickets,  bearing  the 
same  registered  numbers  as  the  bonds,  each  coupon  hav- 
ing also  a  consecutive  number  and  a  date,  beginning  with 
No.  1,  which  is  dated  for  the  first  quarterly  or  half-yearly 
payment  of  interest.  These  coupons  are  cut  off  the  bonds 
at  the  dates  when  the  interest  becomes  due.  They  may 
be  then  either  cashed  at  the  offices  of  the  corporation  or 
presented  through  a  broker  or  a  banker,  for  payment  like  a 
cheque  of  the  corporation.  In  Europe,  both  brokers  and 
bankers  collect  such  interest  coupons  free  of  charge,  as  they 
find  that  this  service  brings  them  into  touch  with  prospec- 
tive buyers  of  other  securities. 

Registered  bonds  are  only  transferable  by  the  change 
of  ownership  being  entered  on  the  books  of  the  corporation. 
Interest  on  registered  bonds  is  paid  by  cheque,  mailed  at 
the  due  dates  to  the  person  whose  name  is  entered  on  the 
bond  register  as  being  the  owner  of  the  bond.  In  order  to 
allow  time  for  the  preparation  of  the  cheques,  transfers 
of  bonds  will  not  be  registered  by  the  corporation  during 
a  period  of  about  seven  days  before  the  dates  when  the  in- 
terest payments  are  due. 

In  order  to  avoid  delaying  transfers,  some  corporations 
give  notice,  by  advertisement,  that  payment  of  interest  or 
dividends  on  registered  bonds  and  stocks  will  be  paid  to 
the  "holders  of  record"  at  a  stated  date.  The  holder  whose 
name  is  shown  on  the  bond  or  stock  register  at  that  exact 
date  will  then  be  paid. 
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Transfers  of  Registered  Bonds 

The  method  of  transfer  is  by  the  bondholder  signing 
an  order  to  the  corporation  to  enter  the  name  of  the  pur- 
chaser on  its  books  as  the  owner  of  the  bond,  in  place  of 
the  seller's  name. 

Some  corporations  have  special  forms  of  transfer,  which 
are  printed  on  the  back  of  the  bonds.  Other  corporations 
permit  the  use  of  the  usual  printed  forms  of  transfer.  The 
endorsed  bond  (or  the  bond  and  the  separate  transfer  form) 
is  then  delivered  to  the  corporation,  so  that  a  new  certifi- 
cate may  be  issued.  If  the  owner,  whose  name  is  stated 
on  the  front  of  the  bond,  signs  the  transfer  form  without 
also  writing  the  name  of  the  purchaser,  the  bond  may  then 
be  transferred  like  a  bearer  certificate.  It  is  said  to  be 
"endorsed  in  blank."  Any  purchaser  who  wishes  to  hold 
the  bond  for  investment  can  complete  the  transfer  by  add- 
ing his  own  name  on  the  transfer  form  and  presenting  the 
certificate  to  the  corporation,  for  the  recording  of  the  trans- 
fer and  the  issuing  to  him  of  a  new  certificate. 

Tax  Free  Bonds 

Interest  receivable  on  bonds  is  taxable  for  federal  and 
state  income  tax,  and  it  must  be  declared  in  the  income  tax 
return  of  the  receiver  of  the  interest.  This  return  may  be 
checked  by  the  inland  revenue  officials,  from  the  lists  of 
payments  of  bond  interest  obtained  from  the  corporations 
or  from  their  transfer  agents. 

Collection  of  Income  Tax  "at  Source" — Foreign  Method 

In  Europe,  where  the  income  taxes  have  been  in  force 
for  over  100  years,  the  tax  is  collected  "at  its  source." 

A  corporation  abroad  paying  interest  on  bonds  (or  divi- 
dends on  stock)  is  compelled  by  the  foreign  law  to  deduct 
income  tax,  at  the  maximum  rate,  from  the  interest  paid  to 
the  individual  bondholders.    The  balance  is  sent  to  him  by 
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cheque,  with  a  certificate  showing  the  tax  deducted.  If 
his  income  is  below  the  Hmit  of  taxation,  or  if  he  is  entitled 
to  a  lower  rate  of  tax,  the  inland  revenue  will  refund  the 
deduction,  on  delivery  of  the  certificate  of  the  corporation. 

The  total  taxes  collected  at  the  source  are  paid  by  the 
corporation  to  the  inland  revenue. 

This  method  of  collection  is  not  now  used  by  the  Amer- 
ican federal  or  state  authorities  but  a  knowledge  of  it  is 
of  considerable  importance  as  regards  foreign  bonds,  be- 
cause some  foreign  corporations  undertake  to  pay  the  tax 
for  their  bondholders.  In  such  cases,  the  interest  would  be 
paid  to  the  bondholder  in  full  and  the  corporation  would 
pay  the  full  amount  of  the  taxes  to  the  inland  revenue, 
charging  such  expense  against  the  profits  of  the  year.  The 
interest  so  paid  "free  of  income  tax"  is  really  greater  than 
the  actual  rate,  by  the  amount  of  the  tax. 

Bondholders  can  claim  repayment  from  the  foreign 
inland  revenue  on  their  portion  of  the  income  tax  paid  by 
the  corporation,  if  they  are  exempt  from  income  tax,  or  if 
their  income  is  taxable  at  a  lower  rate  than  that  paid  by 
the  corporation. 

Liberty  Bonds  Tax  Free 

In  the  U.  S.,  the  interest  payable  on  Federal  Liberty 
Bonds,  and  on  the  bonds  issued  by  states  and  state 
divisions,  is  not  subject  to  income  tax.  For  this  reason, 
their  market  prices  are  considerably  higher  than  those  of 
other  bonds  of  which  the  interest  is  subject  to  taxation.  In 
eflFect,  the  interest  paid  on  Liberty  Bonds  is  greater  than 
the  stated  rate. 

Many  of  the  foreign  government  bonds  issued  during 
the  war  are  also  free  from  income  tax.  This  increases  their 
market  prices  in  comparison  with  those  of  earlier  issues, 
the  income  from  which  is  taxable. 
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Double  Taxation  of  Bond  Interest 

By  the  foreign  method,  interest  on  bonds  (usually  paid 
from  profits)  and  the  dividends  on  stocks,  are  taxed  twice. 
The  corporation  pays  a  separate  tax  on  all  its  profits  of 
the  year.  The  portion  of  such  profits  distributed  as  bond 
interest  and  stock  dividends  is  taxed  again,  by  deductions 
made  from  the  amounts  receivable  by  the  individual  bond- 
holders and  stockholders. 

The  argument  used  by  the  inland  revenue  to  justify  this 
double  taxation  is,  that  the  corporation  is  a  separate  per- 
son from  its  bondholders  and  stockholders,  and  that  each 
of  the  three  persons,  corporation,  bondholder  and  stock- 
holder, has  a  separate  income,  w^hich  is  taxable  separately. 

The  Australian  practice  is  to  levy  a  small  income  tax 
on  the  corporation  and  a  heavy  one  on  the  individual  in- 
vestor's income  from  bond  interest  or  dividends. 

Effect  of  Excessive  Taxation  of  Corporation  Profits 

The  recently  adopted  American  and  European  methods 
of  imposing  heavy  taxes  on  the  profits  of  corporations  (by 
means  of  income  taxes,  excess  profits  taxes,  and  war  profits 
taxes),  has  had  the  effect  of  greatly  increasing  the  prices 
of  all  commodities.  In  some  cases,  it  has  actually  been 
more  profitable  for  a  manufacturing  corporation  to  re- 
strict its  production  than  to  work  at  full  pressure,  because 
the  excess  profits  taxes  would  have  more  than  offset  the 
additional  profits  gained  by  the  extra  production.  The 
additional  "overhead"  added  to  the  prices  of  goods  by  the 
manufacturer,  jobber,  and  retailer,  in  order  to  provide 
tor  the  heavy  taxation,  has  been  out  of  all  proportion  to  the 
amount  of  taxes  received  by  the  governments.  The  Aus- 
tralian plan  mentioned  was  better,  because  it  taxed  the  ulti- 
mate receiver  of  the  net  profits,  without  appreciably  in- 
creasing the  overhead  expenses  of  the  manufacturer  or  any 
of  the  distributors. 
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Time  of  Repayment  of  Bonds 

(A)  Government  Bonds.  These  are  issued  in  two 
forms:  (1)  redeemable  at  certain  dates  fixed  in  advance,  or 
(2)  irredeemable,  that  is,  without  any  promise  of  repay- 
ment. 

The  irredeemable  bonds  vary  in  price  according  to  the 
current  rates  of  interest  obtainable  at  the  time,  the  mar- 
ket prices  being  highest  when  money  is  plentiful  and  low- 
est when  money  is  in  demand  at  high  interest  for  trading 
or  speculating. 

The  redeemable  bond  being  repayable  at  par,  at  a  stated 
date,  gradually  approaches  the  par  price  as  the  date  of  re- 
demption draws  near. 

Bonds  bearing  high  rates  of  interest,  which  are  quoted 
at  a  premium,  will  fall  in  value  to  the  par  price  at  the  time 
of  repayment,  so  reducing  the  net  income  yield  to  their 
holders.  Bonds  at  low  interest,  which  are  quoted  at  a  dis- 
count, will  gradually  rise  to  the  par  price  of  redemption. 
Where  the  government  has  fixed  a  distant  date  for  repay- 
ment at  par,  but  with  the  option  of  redeeming  the  bonds 
earlier,  by  giving  notice  a  few  months  in  advance,  the  bonds 
are  speculative  to  the  extent  of  the  probability  or  improb- 
ability of  repayment  at  the  earlier  dates. 

(B)  Industrial  Bonds.  Almost  without  exception,  in- 
dustrial bonds  are  issued  for  a  fixed  term  of  years.  They 
are  either  (1)  redeemable  at.  par  at  a  definite  date,  fixed  at 
the  time  of  issue,  or  (2)  they  are  made  redeemable  at  that 
date  at  par,  or  at  an  earlier  date,  after  notice,  with  a  pre- 
mium of  about  5%  on  the  par  value. 

If  money  is  cheap  at  the  optional  date  for  repayment, 
the  bonds  would  probably  be  redeemed  and  replaced  by 
another  issue  at  lower  interest. 

Industrial  bonds  are  generally  issued  by  corporations  at 
a  discount  and  made  repayable  at  par. 
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Sinking  Fund 

In  order  to  provide  the  funds  necessary  for  the  repay- 
ment, it  is  usual  to  have  a  "sinking-  fund."  A  portion  of 
the  profits  is  laid  aside  each  year  and  invested  in  easily 
saleable  securities,  so  that  the  entire  sum  required  may  be 
available  at  the  time  of  redemption  without  disturbing  the 
ordinary  financing  of  the  business. 

As  a  further  safeguard,  a  trustee  may  be  appointed  for 
the  bondholders,  and  an  agreement  made  that  fixed  amounts 
shall  be  paid  to  him  each  year  (not  necessarily  out  of 
profits),  for  investment  in  securities  under  his  own  control, 
until  the  full  par  value  of  the  bonds  to  be  redeemed  has 
been  received  by  him. 

Any  surplus  of  such  a  sinking  fund  belongs  to  the  cor- 
poration. 

Serial  Bonds  and  Drawings 

Another  method  of  redeeming  debentures  by  yearly  in- 
stalments is  for  the  corporation  to  undertake  to  purchase 
its  own  bonds  on  the  market,  to  a  minimum  amount  for 
each  year,  provided  that  they  can  be  purchased  under  the 
par  price,  plus  interest  accrued.  Or,  the  corporation  may 
pay  over  a  fixed  sum  each  year  for  this  purpose  to  a  trus- 
tee for  the  bondholders. 

Still  another  method  of  partial  repayment  is  by  holding 
yearly  drawings  by  lot,  to  select  the  numbers  of  the  bonds 
to  be  redeemed  at  par,  the  quantities  being  evenly  divided 
over  the  period  for  which  the  bonds  have  been  issued. 
This  method  also  assists  in  keeping  up  the  market  price 
of  the  bonds. 

Where  the  bonds  are  redeemable  at  a  premium,  by 
means  of  yearly  drawings,  the  bonds  have  a  speculative 
character. 

Some  of  the  bonds  of  the  French,  Belgian,  and  Italian 
governments  are  redeemable  with  large  premiums  for  the 
first  of  the  numbers  drawn  out  of  the  considerable  quantity 
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redeemable  each  year.  The  other  bonds  drawn  are  re- 
deemed at  par.  These  foreign  bonds  are  favorite  specula- 
tive investments. 

Bonds  Not  Capital  But  Liabilities 

Although  bonds  or  debentures  of  industrial  corpora- 
tions may  be  redeemable  out  of  profits,  it  should  be  clearly 
understood  that  neither  the  payment  of  interest  or  principal 
depends  on  the  earning  of  profits.  The  bondholders  are 
creditors  and  are  entitled  to  payment  even  if  assets  have  to 
be  sold  to  raise  the  funds  required.  The  arrangement  to 
pay  out  of  profits  is  a  voluntary  offer  by  the  corporation 
not  to  distribute  all  the  profits  in  dividends. 

Bonds  Becoming  Due  Through  Default  of  Issuing  Corpora- 
tion. 

The  mortgage  bond  certificate  usually  has  printed 
on  its  face  the  date  of  redemption  of  the  bond.  It  also 
states  the  other  obligations  of  the  corporations,  as  regards 
payment  of  interest  and  an  agreement  not  to  create  any 
prior  mortgages,  when  the  bonds  are  first  mortgage  bonds. 
A  condition  is  usually  included  that  in  case  any  interest 
payable  shall  be  in  arrear  for  30  days  (in  some  cases  60 
days),  or  if  a  receiver,  of  the  corporation  assets,  shall  be 
appointed,  the  principal  sum  of  the  bond  shall  become  im- 
mediately repayable.  Where  a  trustee  for  bondholders 
has  been  appointed,  it  is  his  duty  in  such  cases  to  secure 
possession  of  the  property  mortgaged  to  the  bondholders 
and  to  realize  it  for  repayment  of  the  bonds  and  interest. 
Any  surplus  must  be  paid  to  the  corporation  or  to  the  re- 

OTHER  KINDS  OF  BONDS 

Adjustment  Bonds 

These  are  issued  by  railroad  or  other  companies  in 
settlement  of  claims  which  have  been  adjusted.    There  are 
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two  kinds :  cumulative  and  non-cumulative,  as  regards  in- 
terest. 


Assumed  Bonds 

Where  one  company  absorbs  another,  it  may  adopt  one 
of  three  methods  of  dealing  with  the  bonds  of  the  absorbed 
company : 

(1)  To  repay  the  bonds; 

(2)  To  leave  them  as  issued,  but  with  the  additional 

security  of  a  guarantee  by  the  existing  com- 
pany ; 

(3)  To   assume   the   liability   for  the   bonds   of   the 

company  absorbed,  in  addition  to  the  liability 
it  may  have  on  bonds  issued  originally  for  its 
own  purposes. 

Bonus  Bonds.    Also  called  Subsidy  Bonds. 

These  are  bonds  issued  to  railroads  by  townships  or 
cities,  as  subsidies  towards  the  cost  of  making  a  railway 
to  the  town  or  city. 

Bridge  Bonds 

Issued  by  a  separate  company  formed  to  build  a  large 
bridge  between  important  centers,  the  tolls  charged  pro- 
viding the  funds  for  maintenance  and  bond  interest  and  for 
the  redemption.  The  railroad  companies  using  the  bridge 
generally  guarantee  the  bonds,  or  they  may  build  the  bridge 
themselves  and  issue  their  own  bonds  for  the  cost,  pledging 
the  tolls  as  security. 

Callable  Loans 

Bonds  issued  with  a  fixed  date  of  redemption,  but  giv- 
ing the  issuing  corporation  the  option  of  repayment  before 
that  time,  usually  at  a  premium.     The  "call"  is  the  notice 
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given  to  the  bondholder  that  the  corporation  will  exercise 
its  option  to  redeem  at  the  earlier  date. 

Callable  Bonds 

(See  "Optional  Bonds.") 

Car  Trust  Bonds 

Issued  to  cover  the  cost  of  railroad  cars  paid  for  from 
the  issue  of  the  bonds  and  leased  to  railroads.  The  rental 
should  be  sufficient  to  pay  interest  and  provide  a  sinking 
fund  for  redemption  of  the  bonds  during  the  life  of  the  cars. 
The  railroad  company  enters  into  an  agreement  to  keep 
the  cars  in  good  repair  out  of  revenue. 

Certificates  of  Beneficial  Interest 

These  are  certificates  issued  against  stock  certificates 
pooled  in  order  to  control  voting  rights,  or  to  withdraw 
share  certificates  from  the  market  where  a  rise  is  being 
arranged.  On  the  expiry  of  the  time  needed  for  the  scheme 
to  be  completed,  the  holder  of  the  certificate  of  beneficial 
interest  is  entitled  to  a  proportionate  amount  of  the  assets 
of  the  pool,  in  cash  or  in  share  certificates. 

Certificates  of  Indebtedness 

Short-time  notes,  without  mortgages  or  collateral  se- 
curity, issued  by  governments,  states,  towns,  or  stock  cor- 
porations.   These  are  "naked  debentures." 

Charter  Bonds 

Bonds  of  the  U.  S.  Government  (usually  2%  bonds) 
deposited  by  national  banks  as  security  in  order  to  obtain 
their  charters. 

There  is  only  a  limited  quantity  in  existence  and  they 
are  so  much  in  demand  that  they  are  usually  quoted  at  a 
premium,  about  $1015/^  for  the  2%  bond  of  $100  par  value. 
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Collateral  Trust  Notes 

Also  called  collateral  bonds  and  collateral  income  bonds. 
Debentures  secured  by  the  deposit  of  bonds  or  shares  with 
a  trustee,  usually  a  trust  company.  The  securities  deposited 
as  the  guarantee  are  called  "collateral"  (additional),  be- 
cause they  are  supplementary  to  the  security  of  the  notes 
themselves. 

Consolidated  Mortgage  Bonds 

Bonds  payable  jointly  by  a  group  of  consolidated  busi- 
nesses or  corporations,  each  of  which  has  other  mortgages 
outstanding  on  its  assets.  The  security  given  by  the  con- 
solidated mortgage  bonds  is  the  excess  in  the  actual  values 
of  the  joint  properties  over  the  amounts  of  the  mortgages 
previously  given. 

Consolidated  First  Mortgage  Bonds 

These  are  bonds  giving  a  first  mortgage  on  the  proper- 
ties of  consolidated  corporations,  this  mortgage  having 
preference  over  any  other  mortgages  given  by  the  separate 
corporations. 

Construction  Bonds 

Short-term  bonds,  issued  to  obtain  advances  on  build- 
ings or  works  in  process  of  construction.  They  are  gen- 
erally replaced  by  permanent  bonds,  issued  at  lower  rates  of 
interest  and  for  long  periods. 

Continued  Bonds 

Renewals  of  bonds  previously  issued,  which  have  ma- 
tured. The  old  bonds  are  retained  in  use;  the  period  of 
extension  and  any  alterations  of  the  terms  of  interest,  etc., 
are  printed  or  stamped  on  the  original  bond.  Or  a  series 
of  new  bonds,  for  the  same  total  sum,  may  be  issued  on 
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altered   conditions,   the   old   mortgage   deed   being   left   to 
apply  to  the  new  issue. 

Convertible  Bonds 

These  are  explained  in  preceding  pages.  (See  General 
Index.) 

Corporation  Notes 

Short-time  notes  of  corporations,  giving  no  mortgage, 
but  generally  secured  by  the  deposit  of  long-time  bonds 
with  a  trustee.  (See  previous  explanation  of  the  reasons 
for  the  issue  of  such  notes  under  the  heading  "Time  of 
Repayment,"  in  this  section.) 

Coupon  Bonds 

Bond  certificates  to  which  coupons  are  attached  for 
claiming  payment  of  the  periodical  amounts  of  interest. 

The  bonds  and  the  coupons  are  transferable  by  deliv- 
ery, without  any  written  transfer  form.  Being  more  easily 
saleable,  coupon  bonds  are  usually  quoted  higher  than 
registered  bonds  of  the  same  class.  The  coupon  bonds  can 
generally  be  changed  into  registered  certificates  without 
expense,  but  a  fee  is  usually  charged  for  issuing  coupon 
bonds  in  exchange  for  registered  certificates.  If  the  issuing 
corporation  permits  the  conversion  to  be  made  either 
way,  the  bonds  are  called  "interchangeable  bonds." 

Some  foreign  registered  bonds  are  provided  with  in- 
terest coupons,  but  most  foreign  bonds  are  bearer  certifi- 
cates with  interest  coupons  attached. 

Debenture  Income  Bonds 

Debentures  are  certificates  for  unsecured  loans  made 
to  a  corporation.  Some  issues  are  made  with  an  under- 
taking that  on  any  later  issue  of  bonds  provided  with  a 
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mortgage,  the  same  mortgage  shall  apply  to  the  deben- 
tures. 

Income  debentures  are  payable  out  of  income  in  pref- 
erence to  dividends  on  the  preferred  or  common  stock. 
They  ma}'  be  cumulative  or  non-cumulative  as  regards  in- 
terest, but  they  have  no  preference  over  the  debts  due  to 
ordinary  creditors,  in  the  case  of  a  dissolution  through 
insolvency  of  the  issuing  corporation. 

The  name  "debentures"  is  used  in  Great  Britain  and 
Canada  as  the  general  name  for  loan  certificates;  where 
there  is  no  security  given,  they  are  called  "debentures"; 
but  if  a  mortgage  is  given  as  security,  they  are  called 
"mortgage  debentures." 

Delinquent  Tax  Certificates 

Issued  by  municipalities.  The  security  is  land  which 
has  been  sold  for  default  in  payment  of  taxes.  The  owner 
of  the  land  is  entitled  to  redeem  his  property  within  a 
limited  number  of  years  on  paying  the  arrears  of  taxes. 
The  security  is,  therefore,  likely  to  be  the  cause  of  litiga- 
tion, causing  delays  in  redemption. 

Dividend  Bonds 

(See  "Participating  Bonds.") 

Divisional  Bonds 

Issued  by  railroad  companies  and  giving  as  security  a 
mortgage  on  a  separate  "division"  or  district  of  the  rail- 
road undertaking.  Some  of  these  bonds  are  parts  of  issues 
originally  made  by  smaller  railroads,  afterwards  absorbed 
by  a  large  company,  or  they  may  be  issued  by  a  large 
company  which  has  built  the  divisional  lines. 

Dock  and  Wharf  Bonds 

These  are  issued  to  provide  funds  for  building  and 
equipping  docks  and  wharves.     They  may  be  issued  either 
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by  a  separate  corporation  formed  for  that  special  under- 
taking, or  b}--  a  railroad  or  steamship  company  which  un- 
dertakes the  construction  in  order  to  increase  its  own  trans- 
portation facilities.  In  the  latter  case,  the  bonds  would  be 
guaranteed  by  the  railroad  or  steamship  company. 

Drainage  and  Levee  Bonds 

Where  the  land  near  a  city  is  marshy,  or  liable  to  be 
flooded  by  rains  or  by  the  rise  of  rivers,  the  town  may 
make  an  issue  of  bonds  to  obtain  funds  for  draining  the 
area.  The  cost  of  the  work  would  be  charged  on  the 
owners  of  the  land,  and  on  neighboring  land  owners  whose 
property  was  benefited,  by  means  of  special  taxes  assessed 
on  the  properties  in  the  area  affected.  These  classes  of 
bonds  are  guaranteed  by  the  municipalities  which  issue 
them. 

Endorsed  Bonds 

By  the  rules  of  the  New  York  Stock  Exchange,  all 
bonds  which  have  any  additional  guarantees  or  conditions 
stamped  or  written  on  the  printed  certificate  must  be  sold 
as  "endorsed  bonds."  A  stamp  on  the  certificate  to  show 
that  the  mortgage  given  by  the  bond  had  been  recorded 
would  make  it  an  "endorsed  bond." 

Renewed  bonds  stamped  with  a  notice  of  extension  of 
the  period  of  the  loan  are  also  "endorsed  bonds." 

Equal  Instalment  Bonds 

Canadian  municipal  bonds,  repayable  by  uniform  annual 
payments,  including  both  a  portion  of  the  principal  and  the 
interest  up  to  date.  In  the  earlier  years,  the  annual  pay- 
ments include  a  large  proportion  of  interest,  but  towards 
maturity  the  instalments  are  almost  entirely  principal. 

Equipment  Bonds 

Similar  to  "Car  Trust  Bonds,"  which  are  explained 
earlier  in  this  list. 
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Extended  Bonds 

Bonds  which  have  matured  but  have  been  renewed  for 
an  extended  number  of  years.  See  "Continued  bonds" 
earlier  in  this  list.  (Notice  the  difference  between  "Ex- 
tended" and  "Extension"  bonds.) 

Extension  Bonds 

Issued  by  railroad  companies  and  secured  on  a  branch 
line  extension  of  a  main  line. 

They  may  also  be  guaranteed  by  a  mortgage  on  the 
main  line  properties,  but  they  would  rank  after  the  separate 
mortgages  placed  on  these  main  line  properties. 

The  security  is  doubtful,  unless  the  extension  produces 
a  large  and  profitable  income. 

Farm  Mortgage  Bonds 

These  are  issued  by  financial  corporations  formed  to 
lend  money  to  farmers  on  their  land  and  buildings.  The 
loans  to  the  farmers  are  usually  repayable  by  half-yearly 
instalments  of  principal,  with  interest  up  to  date,  spread 
over  5,  7  or  10  years. 

The  security  is  generally  good,  because  loans  are  only 
made  on  about  50%  of  the  realizable  value  of  the  farms, 
after  a  careful  appraisement. 

The  chief  security,  however,  is  the  honesty  (in  addition 
to  the  financial  resources)  of  the  mortgage  corporation 
issuing  the  bonds. 

Ferry  Bonds 

These  are  of  the  same  class  as  dock  and  wharf  bonds. 
There  should  be  provision  made  for  a  sinking  fund  large 
enough  to  redeem  the  bonds  within  a  short  period.  Other- 
wise, the  bonds  may  become  worthless  through  the  build- 
ing of  a  bridge  by  another  corporation. 
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First  Consolidated  Mortgage  Bonds 

These  are  explained  under  the  title  of  "Consolidated 
Bonds,"  earlier  in  this  list. 

First  and  Refunding  Bonds 

Used  by  railroad  companies  to  pay  off  earlier  mort- 
gages, the  method  adopted  being  to  replace  first,  second 
and  later  mortgages  as  they  become  due,  by  exchanging 
for  refunding  mortgage  bonds,  or  by  repaying  the  earlier 
mortgage  bonds  from  the  proceeds  of  the  sale  of  refuiding 
bonds.  The  effect  is  to  change  a  number  of  issues  of  bonds, 
with  different  mortgages,  into  one  uniform  class  of  mort- 
gage bonds  giving  a  first  mortgage. 

First  General  Mortgage  Bonds 

The  security  is  a  blanket  mortgage  over  the  real  estate 
and  chattels  of  a  corporation  or  railroad  company.  A.11 
separate  mortgages  of  specific  assets  rank  before  the  gen- 
eral mortgage  bonds.  These  latter  are,  therefore,  only  se- 
cured on  the  unmortgaged  balance  of  the  value  of  real 
property  (the  equity),  and  on  the  unpledged  chattels. 
(See  also  "General  First  Mortgage  Bonds.") 

Founders'  Bonds 

One  kind  of  bonds  issued  under  this  name  is  similar  to 
the  "bonus  bonds"  already  explained.  Another  kind  is  the 
bonds  issued  to  promoters  of  corporations,  for  their  services 
in  forming  the  company.  A  third  kind  is  issued  in  pay- 
ment for  assets  transferred  to  a  corporation,  by  the  owner 
of  a  business  which  has  been  converted  into  a  stock  cor- 
poration. 

General  First  Mortgage  Bonds 

These  also  are  secured  only  on  the  value  of  the  property 
(of  a  corporation  or  railroad  company)  in  excess  of  the 
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amounts   borrowed   on   them   by   means   of   mortgages  or 
pledges,  or  the  giving  of  liens. 

Where  the  bonds  are  issued  as  "General  First  Mortgage 
Bonds,"  there  are  usually  only  a  smaller  amount  of  prior 
mortgages  on  the  properties.  (See  also  "First  General 
Mortgage  Bonds.") 

Gold  Bonds 

This  term  is  used  in  the  U.  S.  A.  to  place  beyond  doubt 
the  currency  in  which  payment  of  interest  and  the  repay- 
ment of  the  principal  of  the  bond  will  be  made. 

There  are  still  in  existence  here  bonds  stated  to  be  pay- 
able in  "silver,"  "currency"  and  "legal  tender." 

At  the  time  of  writing  (1921),  the  standard  of  the  cur- 
rency of  the  U.  S.  A.  is  gold,  and  American  gold  currency 
is  at  a  premium  in  every  country  of  the  world.  The  term 
"gold  bonds"  is,  therefore,  unnecessary  as  regards  bonds  of 
the  American  government  and  American  corporations.  For 
foreign  bonds,  however,  the  term  "gold"  is  important. 

Some  of  the  Mexican  national  bonds  are  payable  in 
silver,  as  regards  both  principal  and  interest.  French  gov- 
ernment bonds  are  payable  in  silver  or  gold,  at  the  option 
of  the  government.  During  the  war,  and  in  the  present 
period  of  reconstruction,  European  nations  refuse  to  repay 
their  national  bonds  in  gold. 

As  the  price  of  silver  is  subject  to  great  fluctuations, 
there  may  be  a  heavy  loss  to  an  investor  receiving  repay- 
ment of  principal  in  silver. 

Gold,  on  the  contrary,  remains  at  a  fixed  price,  and  has 
continued  so  even  during  the  war,  because  it  is  the  ac- 
cepted international  money  which  can  be  sold  to  any  nation 
at  a  standard  price. 

The  values  of  the  domestic  monies  of  nations,  (silver 
and  bronze),  may  vary  considerably,  but  gold  has  a  con- 
stant unvarying  value,  for  the  reason  that  there  is  no  danger 
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of  over-production,  the  demand  for  it  at  the  fixed  price 
being  larger  than  the  supply. 

The  heavy  discount  on  European  exchange,  as  compared 
with  the  American  dollar,  arises  from  the  fact  that  Europe 
has  for  a  time  ceased  to  pay  its  debts  in  gold. 

The  price  for  food  stuffs,  Ta.w  materials  and  manufac- 
tured goods  have  all  increased  very  greatly  in  Europe,  be- 
cause they  have  been  bought  on  a  credit  basis.  When 
Europe  is  again  ready  to  pay  for  all  her  purchases  in  gold, 
prices  will  fall. 

Guaranteed  Bonds 

(1)  Where  a  city  or  a  town  takes  over  the  business  of 
a  public  service  corporation,  for  the  supply  of  gas  or  elec- 
tric lighting  or  power,  &c.,  and  conducts  the  business  for 
the  municipality,  the  bonds  of  the  corporation  may  be  is- 
sued with  the  guarantee  of  the  municipality.  The  security 
is  then  the  whole  taxable  wealth  of  the  town  or  city. 

(2)  Another  form  of  guarantee  bond  is  where  one  cor- 
poration guarantees  the  bonds  of  another  corporation.  In 
this  case,  the  security  is  the  amount  of  the  unmortgaged 
resources  of  both  corporations,  together  with  the  value  of 
the  guarantee  as  estimated  by  the  honesty  of  both  corpora- 
tions. 

(3)  Unscrupulous  promoters  sometimes  form  a  sepa- 
rate corporation,  with  few  or  no  assets,  for  the  sole  pur- 
pose of  using  its  name  as  the  guarantor  of  worthless  "guar- 
anteed bonds. 

i 
Guaranteed  Mortgage  Bonds 
(See  "Real  Estate  Bonds.") 

Improved  Property  Bonds 

(See  "Real  Estate  Bonds.") 
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Improved  Mortgage  Bonds 

Railroad  companies  issue  bonds  with  this  name  to  obtain 
funds  for  improvements,  such  as  the  building  of  branch 
lines,  or  the  extension  of  existing  lines,  or  the  creation  of 
terminal  facilities. 

Income  Bonds 

These  are  explained  in  earlier  pages.  (See  the  general 
index.)  No  interest  is  payable  on  these  bonds,  at  any- 
period  when  due,  until  declared  payable  by  the  directors  of 
the  corporation,  even  though  sufficient  profits  have  been 
earned. 

Where  a  corporation  has  already  issued  several  classes 
of  preferred  stock  (1st,  2nd,  3rd,  &c.,),  and  it  is  desired 
to  issue  still  another  class,  they  are  called  "preference  in- 
come bonds."  They  rank  for  dividends  after  all  the  different 
classes  of  preferred  stocks,  but  before  the  common  stocks ; 
the  interest  is  payable  out  of  profits,  if  any. 

Investment  Trust  Companies*  Bonds 

(See  "Real  Estate  Bonds.") 

Irrigation  Bonds 

Bonds  issued  to  provide  funds  for  supplying  water  to 
otherwise  fertile  lands  which  are  so  situated  as  to  be  de- 
prived of  the  natural  moisture  from  rain,  springs,  or  rivers. 

The  construction  works  necessary  to  bring  water  to  the 
district,  and  to  store  it  and  to  provide  means  for  its  dis- 
tribution on  the  land,  may  be  undertaken  either  by  irriga- 
tion companies  or  by  states,  counties  or  municipalities. 

Where  a  state  or  other  public  body  does  the  work  and 
issues  bonds  for  the  cost,  the  bonds  are  secured  on  the 
municipal  powers  of  taxation. 

If  an  irrigation  corporation  issues  the  bonds  and  does 
the  work,  there  are  usually  two  guarantees.    The  land  to  be 
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improved  by  irrigation  is  usually  owned  by  a  separate  cor- 
poration, which  gives  a  first  mortgage  to  the  irrigation  com- 
pany. The  irrigation  company  pledges  this  mortgage  to 
the  bondholders,  and  also  gives  a  first  mortgage  on  its  own 
land  and  works.  The  income  necessary  to  provide  for  the 
bond  interest  and  redemption  is  derived  from  the  sale  of 
water  to  the  land  company  or  to  private  land  owners. 

Joint  Bonds 

Bonds  of  this  class  are  guaranteed  jointly  by  two  or 
more  corporations.  If  the  guarantee  is  stated  to  be  "joint 
and  several,'"'  each  of  the  guarantors  is  liable  separately 
for  the  whole  bond  issue.  Collateral  security  may  be  pro- 
vided by  means  of  a  mortgage,  or  by  the  deposit  of  other 
bonds  or  stock. 

Judgment  Bonds 

Issues  made  to  cover  the  cost  of  municipal  litigation  and 
secured  on  the  taxable  wealth  of  the  city  issuing  them. 

There  is  always  a  risk  that  the  judgment  may  be  re- 
versed on  appeal,  but  this  would  not  affect  the  liability 
of  the  municipality  for  the  payment  of  principal  and  in- 
terest of  the  bonds. 

Land  Grant  Bonds 

The  Canadian  Pacific  Railway  issues  bonds  of  this  kind, 
which  are  secured  by  a  mortgage  on  the  lands  given  to  the 
railway  company  by  the  Canadian  government,  as  a  bonus 
for  the  building  of  the  railroad. 

The  income  for  the  payment  of  interest  and  principal  is 
obtained  from  the  sale  of  the  lands  to  settlers,  usually 
against  payment  by  annual  instalments.  The  security  is 
good. 

Land  Development  Bonds 

(See  "Real  Estate  Bonds.") 
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Land  Mortgage  Bonds 

(See  "Real  Estate  Bonds.") 

Leasehold  Investment  Companies  Bonds 
(See  "Real  Estate  Bonds.") 

Loan  and  Mortgage  Companies  Bonds 
(See  "Real  Estate  Bonds.") 

Long-Term  Bonds 

Bonds  issued  for  a  period  of  years  ranging  from  20  to  60 
years.  They  are  usually  government  or  municipal  bonds 
and  are  practically  irredeemable. 

Mortgage  Investment  Companies  Bonds 

(See  "Real  Estate  Bonds.") 

Mortgage  Trust  Companies  Bonds 
(See  "Real  Estate  Bonds.") 

Mortgage  Securities  Corporation  Bonds 
(See  "Real  Estate  Bonds.") 

Optional  Bonds 

These  are  bonds  issued  for  long  terms,  but  with  an  op- 
tion, taken  by  the  issuing  government  or  corporation,  to 
give  notice  of  repayment  before  the  expiry  of  the  agreed 
term.  It  is  usual  to  make  such  earlier  redemptions  vi^ith  a 
premium  of  5%  or  10%  above  the  par  value  of  the  bonds. 

In  times  of  cheap  money,  the  government  or  corpora- 
tion would  take  advantage  of  this  option  by  making  a  new 
issue  at  a  lower  rate  for  a  long  term,  repaying  the  higher 
interest   bonds   from   the   proceeds.     The  investor   in   the 
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original  bonds  would  receive  the  premium  on  redemption 
but,  on  the  other  hand,  he  might  have  difficulty  in  finding 
a  good  investment  at  that  time,  except  at  a  lower  rate  of 
interest. 

Participating  Bonds 

Also  called  "dividend  bonds"  and  "profit  sharing 
bonds."  These  are  usually  issued  to  the  persons  or  firms 
participating  in  stock  pools.  The  dividends  received  on 
the  stocks  during  the  existence  of  the  pool  is  apportioned 
as  interest  on  the  participating  bonds.  The  profit  or  loss 
on  the  poolings  operations  is  divided  in  proportion  to  the 
quantity  of  stock  brought  into  the  pool. 

Plain  Bonds 

Old  name  for  simple  debentures  having  no  mortgage 
or  other  guarantee  of  payment. 

Preference  Income  Bonds 

Explained  under  "Income  Bonds." 

Premium  Bonds 

(1)  Bonds  bought  above  par  value. 

(2)  Foreign  bonds  redeemable  by  annual  drawings 
and  sharing  in  the  chances  of  receiving  large  cash  prizes 
given  to  the  first  bonds  drawn  for  redemption. 

A  considerable  number  of  the  bonds  are  also  redeem- 
able each  year  with  premiums  of  50%  to  100%  on  the  par 
values.    The  others  are  redeemed  at  par. 

Prior  Lien  Bonds 

Railroad  bonds  giving  a  priority  or  preference  over 
other  bonds  also  having  a  lien.  These  prior  lien  bonds 
usually  rank  after  several  mortgages,  (probably  1st  to  5th), 
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given  at  the  time  of  issues  of  other  bonds.  A  lien  does  not 
give  the  same  security  as  a  mortgage.  The  mortgage  trans- 
fers the  legal  ownership  of  the  property  to  the  lender;  a 
lien  does  not. 

Profit  Sharing  Bonds 

Explained  under  the  heading  of  "Participating  Bonds." 

Property  Mortgage  Companies'  Bonds 

(See  "Real  Estate  Bonds.") 

Purchased  Line  Bonds 

Railroad  bonds,  issued  to  provide  the  purchase  price  for 
additional  lines  which  have  been  built  by  special  corpora- 
tions formed  for  that  purpose.  They  are  secured  by  a  mort- 
gage on  the  line  purchased. 

Purchase  Money  Bonds 

Bonds  of  this  kind  are  issued  to  pay  for  real  estate  or 
other  property  bought  by  a  corporation. 

The  security  may  be  either  by  a  mortgage  or  Hen  on 
the  property  itself,  or  by  the  deposit  of  stock  or  other 
bonds  of  the  purchasing  corporation. 

Real  Estate  Bonds 

Corporations  formed  for  the  purpose  of  investing  in 
real  estate  mortgages  may  issue  bonds  to  provide  additional 
capital.  There  are  three  chief  classes  of  real  estate  bonds, 
as  follow : — 

(1)  So-called  "real  estate  bonds"  which  are  really  un- 
secured debentures,  because  they  are  issued  by  the  mort- 
gage corporation  on  its  own  credit,  without  giving  any 
direct  charge  or  lien  to  the  bondholders  on  the  mortgages 
purchased  with  the  capital  obtained  from  the  bond  issue. 
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It  is  impossible  for  the  investor  in  these  bonds  to  know 
whether  the  corporation  is  issuing  bonds  of  the  same 
amount,  or  to  a  larger  total,  than  the  mortgages  acquired. 
Nor  can  the  bondholder  prevent  the  corporation  making 
specific  mortgages  of  its  assets  which  would  have  pref- 
erence over  his  own  security.  The  bonds  issued  by  real 
estate  corporations  are  usually  at  a  lower  rate  of  interest 
than  the  amount  received  by  the  corporation  on  the  mort- 
gages it  buys.  The  excess  income  should  be  sufficient  to 
pay  all  expenses,  provide  for  bond  interest,  and  allow  a 
margin  for  redemption  of  the  bonds.  Or,  the  corporation 
may  buy  land  and  improve  it  by  building  properties  for 
sale  or  rental.  Mortgages  created  on  the  improved  land 
would  have  preference  over  the  claims  of  the  real  estate 
bondholders. 

This  class  of  debentures  is  usually  issued  at  6%  or  7% 
interest,  and  with  a  condition  that  the  bondholder  may, 
at  any  time  after  the  first  three  or  five  years,  give  notice 
for  repayment  of  his  bonds,  but  that,  in  such  a  case,  he 
must  renounce  part  of  the  interest.  For  example,  if  the 
bond  had  been  issued  at  7%  interest,  and  had  been  held  for 
five  years  and  was  then  repaid  at  the  request  of  the  holder, 
the  settlement  would  be  on  the  following  basis:  The  mort- 
gage corporation  would  allow  only  one-half  of  the  7% 
interest  actually  paid,  the  argument  being  that  3^%  would 
be  the  highest  rate  of  interest  which  any  banker  would 
allow  the  investor  for  deposits  at  notice.  The  mortgage 
corporation  would,  therefore,  deduct  from  the  principal 
five  years'  interest  at  3}^%,  total  17^%,  and  would  repay 
the  bond  at  the  rate  of  82^%,  although  these  bonds  are 
usually  issued  at  par.  The  debentures  have  no  fixed  date 
for  redemption,  but  they  are  generally  repayable  by  the 
issuing  corporation  at  par,  after  10  or  15  years  from  the 
date  of  issue.  The  security  behind  the  bonds  depends  on 
the  honesty  of  the  directors  of  the  corporation,  and  their 
methods  of  management. 
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(2)  Real  estate  bonds  secured  by  mortgage.  These 
give  a  direct  lien  on  the  mortgages  acquired  by  the  corpora- 
tion; the  titles  to  the  mortgages  are  usually  guaranteed  by 
title  insurance  companies.  Collateral  security  for  the 
bonds  may  also  be  deposited  with  a  trustee  for  the  bond- 
holders. This  class  of  real  estate  bonds  is  generally  amply 
secured.  They  are  usually  issued  at  par  and  bear  interest 
of  from  4%  to  5%,  which  is  lower  than  for  the  real  estate 
debentures  first  described,  but  the  security  is  better.  They 
are  redeemable  after  10  or  15  years  at  par. 

(3)  Real  estate  bonds  secured  by  charges  on  leases  of 
improved  land   (land  and  buildings). 

The  corporations  issuing  these  bonds  take  leases  of 
the  land,  erect  buildings  on  them,  and  receive  the  rents. 
The  income  from  the  properties  is  then  taken  as  the  basis 
for  the  issue  of  mortgage  bonds,  provision  being  made  for 
the  payment  of  interest  and  the  repayment  in  full  of  the 
principal  of  the  bonds  from  the  net  rentals,  before  the  ex- 
piry of  the  leases.  Mortgages  are  usually  created  on  the 
leases  and  the  buildings  as  soon  as  they  are  rented.  These 
specific  mortgages  come  before  the  real  estate  bonds,  both 
as  regards  payment  of  interest  and  repayment  of  principal. 

In  the  case  of  foreclosure  of  the  specific  mortgages,  it 
would  be  necessary  for  the  real  estate  bondholders  to  repay 
the  first  mortgage  holders  in  order  to  protect  their  own 
security,  which  is  the  equity  or  balance  of  value  of  the 
properties  after  deduction  of  the  first  mortgages. 

The  leases  of  the  land  should  be  either  for  long  terms 
or  renewable  at  the  original  rent  or  near.  There  is  also 
usually  a  provision  that  the  owner  of  the  land  shall  pay  a 
portion  of  the  value  of  the  buildings  erected  on  it  on  their 
being  given  up  to  him  at  the  expiry  of  the  lease.  Bonds 
of  this  kind  should  be  supported  by  an  independent  valua- 
tion of  the  leaseholds,  on  the  security  of  which  the  bonds 
are  issued. 
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Receivers'  Certificates 

A  railroad  company  which  is  unable  to  pay  its  fixed 
charges,  or  the  interest  on  its  bonds  or  notes,  may  have  a 
receiver  appointed  by  the  Court  to  take  charge  of  its 
business  in  the  interests  of  creditors. 

Where  additional  rolling  stock  or  construction  work  is 
necessary  in  order  to  bring  the  railroad  to  an  efficient  and 
profitable  state  of  working,  the  court  may  authorize  the 
receiver  to  raise  the  required  funds  by  the  issue  of  re- 
ceivers' certificates.  These  have  generally  a  preferential 
claim  on  the  surplus  of  earnings  of  the  company,  after  pay- 
ing wages  and  other  direct  expenses.  The  receivers'  certifi- 
cates also  rank  before  all  other  mortgages  and  liens  on  the 
property.  They  are  a  well-secured  class  of  bonds,  the  only 
claims  having  precedence  over  them  being  those  for  wages 
and  supplies  of  materials. 

Usually,  they  are  issued  only  for  short  terms  of  about 
three  years,  at  interest  rates  from  5%  to  8%,  payable  half- 
yearly.  The  bonds  are  usually  in  certificates  of  $1,000, 
$5,000  and  $10,000. 

Reclamation  Bonds 

"Drainage  bonds"  and  "irrigation  bonds,"  which  are 
explained  under  these  headings. 

Redemption  Bonds 

Bonds  which  are  redeemable  at  a  premium,  and  after 
notice,  at  the  option  of  the  issuing  corporation,  before  the 
expiry  of  the  full  period  for  which  they  are  issued.  (See 
also  "Optional  Bonds.") 

Refunding  Bonds 

Issued  to  replace  bonds  which  are  due  for  redemption. 
"Refunding  First  Mortgage  Bonds"  are  those  issued  to  re- 
place matured  first  mortgage  bonds. 
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Registered  Bonds 

Those  which  are  issued  to  an  individual  or  firm  whoic 
name  is  written  on  the  certificate.  They  are  transferable 
by  the  entry  of  the  new  holder  on  the  books  of  the  issuing 
corporation.  (See  explanation  of  the  method  of  transfer  in 
earlier  pages  of  this  section.) 

Where  the  bonds  are  registered,  and  interest  is  payable 
by  cheque  to  the  registered  holder,  the  bonds  are  called 
"registered"  bonds. 

Registered  Coupon  Bonds 

If  the  principal  is  registered  but  the  bond  certificates 
are  furnished  with  coupons  for  the  collection  of  interest, 
the  bonds  are  called  "registered  coupon  bonds."  Transfers 
of  both  registered  bonds  and  registered  coupon  bonds  are 
made  by  endorsement  of  the  transfer  on  the  bond,  the  back 
of  the  certificate  being  printed  with  a  blank  form  for  this 
purpose. 

Renewal  Bonds 

Similar  to  "Extension  Bonds"  and  "Refunding  Bonds," 
which  are  explained  under  these  headings. 

Residuary  Estate  Bonds 

Issued  by  persons  whose  legal  title  to  inherit  property 
at  a  future  date  has  been  admitted.  As  an  example,  a  son 
may  be  entitled  to  the  whole  of  his  father's  fortune  on  the 
death  of  his  mother  who  has  been  left  a  life  interest,  which 
means  that  she  is  entitled  to  receive  the  income  from  the 
whole  estate  so  long  as  she  lives.  On  her  death  the  prop- 
erty passes  absolutely  to  the  son,  as  sole  owner.  The  son 
could,  in  such  a  case,  raise  money  at  once  on  his  future 
inheritance  by  the  issue  of  residuary  estate  bonds.  The 
person  issuing  the  bonds  should  secure  them  by  first  having 
the  will  admitted  to  probate.    He  should  then  transfer  his 
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interest  in  the  property  to  the  purchaser  of  the  bonds  by  a 
deed.  From  the  sums  received  by  the  sale  of  the  bonds,  a 
sufficient  amount  should  be  set  aside  to  purchase  an  an- 
nuity payable  to  him  during  his  lifetime.  This  annuity 
would  be  for  the  amount  required  to  pay  the  annual  interest 
on  the  total  of  the  bonds  issued.  These  sums  receivable 
each  year  should  be  assigned  to  the  purchaser  of  the  bonds, 
to  ensure  the  payment  of  interest.  On  the  death  of  the 
mother  of  the  heir,  the  bondholder  w^ould  be  entitled  to 
receive  the  heir's  share  of  the  estate,  which  would  cancel 
the  indebtedness  under  the  bonds. 

In  England,  this  would  be  called  a  "sale  of  a  reversion 
ary  interest,"'  but  the  transfer  would  be  made  by  deed,  as  a 
private  transaction,  no  bonds  being  used. 

If  the  value  of  the  estate  has  increased  before  the  bonds 
are  repaid,  the  excess  value  is  retained  by  the  bondholder 
as  profit  on  his  investment. 

Revenue  Bonds 

Notes  of  municipalities,  due  in  a  few  months,  issued 
to  provide  funds  for  immediate  use,  for  purposes  for  which 
a  tax  has  been  levied  but  which  is  not  yet  due  for  payment. 
The  security  for  the  bonds  is  the  total  amount  of  taxes 
receivable.    The  bonds  are  repaid  from  these  receipts. 

School  Bonds 

Issued  by  townships  or  municipalities  to  provide  funds 
for  public  school  expenditure.  They  are  secured  on  the 
township  or  municipal  revenues. 

Second  Mortgage  Bonds 

Those  issued  with  a  preference  for  payment  of  interest 
and  principal  coming  immediately  after  first  mortgage 
bonds  already  issued  and  outstanding.  In  cases  of  default 
and  foreclosure,  the  mortgages  are  repaid  in  the  order  of 
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1st,  2nd,  3rd,  &c.,  the  first  and  other  mortgages  being  each 
paid  in  full,  in  numerical  order,  together  with  interest  and 
expenses,  before  any  payment  is  made  on  the  later  mort- 
gages. In  reorganizations,  their  claims  are  provided  for  in 
the  same  order.  Holders  of  late  mortgage  bonds  (4th, 
5th,  &c.)  may  receive  nothing  if  the  assets  have  been  mort- 
gaged beyond  their  realizable  value.  The  proceeds  of  the 
sale  would,  in  such  cases,  only  be  sufficient  to  pay  the 
claims  of  the  earlier  mortgages,  for  example,  the  1st,  2nd, 
and  3rd,  while  there  may  be  later  mortgages  extending  to 
the  7th  or  8th,  in  the  case  of  railroad  companies. 

Industrial  corporations  rarely  issue  mortgage  bonds  of 
other  classes  than  1st  and  2nd  mortgages. 

Serial  Bonds 

This  name  is  given  to  bonds  which  are  repayable  in 
equal  yearly  or  half-yearly  instalments,  spread  over  the 
period  for  which  the  bonds  have  been  issued. 

Each  instalment  includes  portions  of  the  principal  and 
interest.  (See  the  earlier  pages  of  this  section  for  ex- 
planations of  the  method  of  arranging  such  payments.)  No 
sinking  fund  is  provided  for  bonds  of  this  class,  because 
the  yearly  payments  of  instalments  of  both  principal  and 
interest  have  the  same  result  as  the  creation  of  a  sinking 
fund. 

Sewer  Bonds 

Municipal  bonds  issued  for  the  cost  of  drains  and  sew- 
ers. They  are  secured  by  the  taxable  wealth  of  the  city  or 
town,  and  are  usually  payable  out  of  the  receipts  from 
special  drainage  taxes. 

Short-Term  Bonds 

Those  issued  for  short  periods  of  from  three  to  tive 
years. 
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Sinking  Fund  Bonds 

Issues  of  European  bonds  are  usually  made  with  a 
provision  for  repayment  by  yearly  or  half-yearly  instal- 
ments, funds  being  reserved  for  this  purpose  and  paid  over 
by  the  corporation  to  a  trustee  for  the  bondholders.  The 
trustee  is  responsible  for  the  investment  and  management 
of  such  funds,  and  for  the  arrangements  for  the  eventual 
repayment  of  the  bonds.  If  the  annual  payments  to  the 
sinking  fund  are  provided  out  of  the  profits,  the  redemp- 
tion of  the  bonds  by  this  means  is  practically  the  creation  of 
a  surplus  fund  of  accumulated  profits.  Where  the  annual 
instalments  for  the  repayment  are  taken  from  the  business 
otherwise  than  from  profits,  the  repayment  has  not  this 
effect;  it  is  simply  the  payment  of  a  debt,  and  leaves  the 
corporation  neither  richer  nor  poorer. 

Reserves  made  for  sinking  funds  should  not  be  left  in 
the  business,  because,  if  used  as  trading  capital,  the  money 
may  be  locked  up  in  unsaleable  assets  at  the  time  the  funds 
are  needed  for  the  redemption  of  the  bonds. 

All  bonds  issued  on  the  security  of  rapidly  wasting 
assets,  such  as  ships,  plant  and  machinery,  mining  leases, 
&c.,  should  be  made  subject  to  the  condition  that  the  issu- 
ing corporation  should  pay  over  to  the  trustee  for  the 
bondholders  annual  sums  sufficient  to  pay  bond  interest  and 
to  repay  the  whole  of  the  bonds  within  the  life  of  the 
wasting  assets. 

Further  explanations  of  sinking  funds  are  given  at  the 
beginning  of  this  section. 

Stamped  Bonds 

Those  having  any  special  conditions  stamped  or  written 
on  the  face.     (See  also  the  heading  "Endorsed  Bonds.") 

Steamship  Bonds 

Issued  by  steamship  companies  and  secured  on  the  ships, 
supplies  and  materials,  and  on  the  ownership  or  leases  of 
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docks,  wharves  and  quays,  with  their  equipment.  The 
bonds  may  give  mortgages  on  certain  ships  named  and  a 
general  mortgage  on  the  other  assets,  or  they  may  give  a 
general  mortgage  over  a  fleet  of  vessels  and  the  total  assets 
of  the  corporation. 

The  liability  of  loss  and  damage  to  the  vessels  is  so 
great  as  to  make  the  question  of  sufficient  insurance  of  the 
highest  importance  to  the  bondholders.  There  should  be 
a  condition  that  the  vessels  should  be  amply  insured,  with 
sound  insurance  companies,  to  an  amount  greater  than  the 
total  of  the  bonds  issued.  Any  sums  recovered  from  insur- 
ance should  be  used  solely  for  replacing  the  lost  assets  or 
for  repayment  of  bonds. 

No  new  bonds  should  be  issued  against  property  ac- 
quired by  insurance  monies  received,  or  from  the  receipts 
from  sales  of  steamships  or  other  property.  Those  assets 
are  already  mortgaged  as  security  for  outstanding  bonds. 
The  effect  of  creating  new  bonds  would  be  to  mortgage  the 
same  property  twice,  so  depriving  the  original  bonds  of 
part  of  their  security. 

Terminal  Bonds 

Issued  by  railroad  companies  on  the  real  estate,  tracks, 
installations,  and  buildings,  of  depots  for  freight  or  pas- 
senger traffic,  in  cities.  Where  two  or  more  railroad  com- 
panies have  the  joint  use  of  the  terminal,  and  have  each 
contributed  part  of  the  cost,  the  bonds  should  be  guaran- 
teed by  all  of  them,  with  a  joint  and  separate  guarantee. 

Underlying  Bonds 

These  are  old  mortgage  bonds,  having  prior  liens  on 
property  over  which  new  mortgages  are  created  by  the 
issue  of  later  mortgage  bonds.  The  new  bonds  give  a 
general  mortgage  on  the  same  property  and  other  assets. 
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Unifying  Bonds 

Similar  to  "consolidated"  or  "general  mortgage  bonds," 
which  are  explained  under  those  headings  in  this  section. 


Introduction    to    Summary    of 

Business  Corporation  Laws 

of  all  American  States 

Carrying  on  Business — Definition 

A  Corporation  formed  under  the  laws  of  a  State  is  a 
"domestic"  corporation  in  that  State.  In  all  other  States 
of  the  U.  S.  A.  it  would  be  a  "foreign"  corporation. 

It  is  generally  agreed  that  "carrying  on  business"  in  a 
State  is  the  keeping  of  a  place  of  business  there  for  the 
special  purpose  of  selling  and  distributing  goods,  or  for 
taking  firm  orders  which  do  not  require  further  confirmation 
in  order  to  be  valid  contracts. 

Firms  and  corporations  are  not  subject  to  the  laws  apply- 
ing to  foreign  corporations  if  they  (1)  have  no  established 
place  of  business  in  a  State,  (2)  have  their  head  offices  in 
other  States,  and  (3)  the  orders  taken  for  them  within  the 
State  are  subject  to  acceptance  or  rejection  outside  of 
the  State  where  taken. 

At  the  end  of  this  section  examples  are  given  of  legal 
decisions  as  to  what  does,  and  what  does  not,  amount  to 
the  carrying  on  of  business  within  a  State. 

The  taking  of  orders  by  travellers  or  agents,  for  a 
foreign  corporation,  is  not  carrying  on  a  business  in  a  State, 
provided  that  the  orders  require  the  approval  of  the  foreign 
corporation  at  its  place  of  business  outside  the  State. 

The  direct  ordering  of  goods  by  mail,  telegraph  or  tele- 
phone, from  a  foreign  corporation,  does  not  make  the 
foreign  corporation  liable  for  carrying  on  business  in  the 
buyer's  State. 

The  offering  of  goods  or  securities,  by  mail  or  adver- 
tisement, to  persons  in  a  State,  from  a  place  outside  the 
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State,  is  not  carrying  on  business  in  the  State  to  which  the 
offers  are  sent.  All  the  three  examples  given  would  be  held 
to  be  interstate  commerce,  (commerce  between  different 
States  of  the  Union)  and  the  Constitution  of  the  United 
States  expressly  forbids  the  legislature  of  any  separate 
State  to  make  any  State  laws  to  restrict  or  interfere  with 
such  interstate  trade,  or  to  levy  taxes  on  it. 

As  an  exception  to  the  general  rules,  construction  work, 
such  as  the  building  of  factories  or  houses  and  the  installa- 
tion of  fixed  machinery,  or  the  making  of  harbors  or  docks, 
by  a  foreign  corporation,  has  been  held  to  be  "carrying  on 
business"  within  the  State  where  the  work  was  done. 

Foreign  Corporations — Definition 

There  are  numerous  definitions  of  this  by  the  various 
States  but,  in  principle,  a  foreign  corporation  may  be  de- 
fined as  a  corporation  legally  formed  under  the  laws  of  any 
other  State  of  the  U.  S.  A.,  or  of  any  foreign  country.  The 
laws  of  the  U.  S.  A.  apply  impartially  to  both  of  these 
classes,  no  discrimination  being  made  against  corporations 
incorporated  abroad,  so  long  as  their  countries  are  at 
peace  with  the  U.  S.  A. 

Domestic,  Foreign  and  Alien  Corporations 

In  this  book,  for  the  sake  of  exactness,  corporations 
formed  inside  a  State  will  be  referred  to  as  "domestic  cor- 
porations"; corporations  formed  under  the  laws  of  other 
American  (U.  S.  A.)  States,  or  abroad,  will  be  referred  to 
generally  as  "foreign  corporations".  Where  corporations 
incorporated  abroad,  in  Europe  or  elsewhere,  are  subject 
to  special  regulations,  they  will  be  named  as  "alien  cor- 
porations." 

Regulations  Generally  Adopted  by  all  States 

There  is  no  uniform  law,  respecting  corporations,  which 
can  be  applied  to  the  whole  of  the  48  States  forming  the 
United  States  of  America. 
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Right  of  Separate  States  to  Make  Laws 

Each  State  has  its  own  legislature,  which  has  power  to 
make  laws  governing  the  internal  trade  of  its  own  ter- 
ritory. It  has  power  to  make  laws  relating  to  ordinary 
partnerships,  limited  partnerships,  and  the  formation  and 
management  of  corporations  incorporated  in  its  own  terri- 
tories. It  has  also  power  to  make  regulations  as  to  the 
conditions  on  which  it  will  permit  corporations  formed  in 
other  States  of  the  Union,  or  abroad,  to  carry  on  business 
in  its  own  State. 

Limitations  of  Right  to  Regulate  Commerce 

These  rights  of  legislation  are  restricted  by  the  consti- 
tutional provision  that  no  State  may  hamper  or  hinder 
ordinary  commerce  between  its  own  and  other  States,  nor 
can  it  refuse  to  citizens  of  other  States  the  privileges  and 
immunities  granted  to  its  own  citizens,  nor  deprive  the 
citizens  of  other  States  of  life,  liberty,  or  property  with- 
out due  process  of  law.  The  separate  States  are  also  re- 
stricted from  passing  any  laws  interfering  with  business 
contracts  between  citizens  of  its  own  and  other  States. 

Supreme  Power  of  Federal  Courts  and  of  Congress 

Although  the  various  States  have  their  own  State  courts, 
the  Federal  courts  have  the  right  to  decide  any  actions 
between  the  citizens  of  different  States.  Any  prohibition 
or  penalty  which  may  be  imposed  by  a  State  legislature, 
designed  to  deprive  any  person  of  the  right  to  submit  any 
action  or  dispute  to  the  Federal  courts,  has  been  declared 
unconstitutional  and  illegal. 

Congress  has  the  sole  power  of  legislating  in  order  to 
make  regulations  for  trading  between  the  different  States 
of  the  Union  and  foreign  countries.  The  Federal  courts 
have  the  sole  right  of  finally  deciding  disputes  between 
citizens  and  corporations  of  different  States  and  between 
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citizens  and  corporations  of  the  U.  S.  A.  and  those  of  for- 
eign nationality. 

Common  Law  and  Other  Laws  in  Force 

There  are  three  kinds  of  law  generally  recognised  as 
follows : 

(1)  Moral  Law,  which  is  the  unwritten  law  of  de- 
cency, honesty,  and  fair  dealing,  both  for  private  life  and 
business.  While  not  directly  recognising  this  law,  which 
depends  largely  upon  public  opinion,  the  courts  of  most 
countries  provide  for  it  by  giving  power  to  their  Courts 
of  Equity  to  deal  with  claims  arising  from  the  moral  law. 

(2)  Common  Law.  This  is  the  unwritten  law,  relat- 
ing to  property,  business,  and  labor,  which  has  been  formed 
gradually  through  thousands  of  years  experience  in  com- 
merce, and  which  is  adopted  by  the  most  civilised  nations. 
Although  unwritten,  the  rules  of  this  law  have  the  same 
force  as  laws  passed  by  the  legislature,  for  the  following 
reasons.  They  are  the  rules  adopted  by  merchants,  as  fair 
between  the  parties  concerned.  It  has  been  proved  re- 
peatedly to  the  satisfaction  of  courts  of  law  that  these 
rules  are  recognised  as  commercial  customs.  The  courts, 
which  are  formed  to  dispense  justice,  have  found  these  cus- 
toms to  have  been  proved,  and  have  declared  them  also  fair 
and  reasonable;  they  have  therefore  given  judgments  based 
on  these  customs.  The  judgments  have  been  recognised 
by  later  judges  as  "precedents",  or  guides  for  the  settle- 
ment of  other  disputes.  In  this  way  the  common  law  has 
now  the  same  force  as  if  specific  laws  to  the  same  effect 
had  been  passed  by  the  legislatures  of  all  the  different 
States  and  by  Congress.  The  common  law  is  the  only 
uniform  business  law  recognised  by  all  the  48  States  of 
the  U.  S.  A.  The  only  way  in  which  any  of  the  States, 
or  Congress  itself,  can  alter  the  common  law,  is  by  making 
separate  laws,  dealing  with  the  special  business  matters  now 
covered  by  common  law,  and  by  expressly  stating  in  the 
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new  statute  laws  that  they  are  intended  to  replace  and 
over-ride  the  common  law  rules. 

Business  men  of  any  special  State  or  country  may  alter 
the  common  law  rules  locally  by  varying  them,  by  mutual 
agreement,  or  by  adopting  new  customs  which  are  after- 
wards declared  by  the  Courts  to  be  (1)  the  recognised 
rules  of  conduct  in  their  special  trades,  and  (2)  to  be  also 
fair  and  reasonable.  Any  general  custom  which  may  be 
adopted  in  commerce,  but  which  is  not  fair  and  reasonable, 
has  no  force  as  common  law  and  it  would  not  be  recog- 
nised in  any  competent  State  or  Federal  court. 

3.  Statute  Law.  This  is  the  law  as  declared  in  the 
Acts  which  have  been  passed  from  time  to  time  by  Con- 
gress or  by  the  State  legislatures.  Such  Acts,  (when  not 
in  conflict  with  the  constitution  of  the  U.  S.  A.),  have  full 
force  in  the  State  or  country  which  has  adopted  them,  and 
the  judges  are  bound  to  observe  the  principles  of  these 
laws  in  giving  decisions  on  claims  and  disputes.  The 
Federal  law,  enacted  by  Congress,  to  be  applied  in  all  the 
States  of  the  Union,  over-rides  any  separate  State  regula- 
tions dealing  with  the  same  subject,  provided  that  Con- 
gress has  the  power  to  make  laws  on  this  subject,  and 
that  the  State  legislatures  have  not  such  power. 

Uniform  Business  Laws  Not  Compulsory 

There  are  several  model  collections  of  laws  already 
adopted  by  commissions  of  representative  business  men, 
bankers  and  lawyers,  who  were  appointed  by  Congress  to 
draft  uniform  laws  for  all  the  States.  Such  model  laws 
cannot  be  forced  on  the  separate  States  by  any  vote  of 
Congress.  Nor  can  Congress  order  such  laws  to  be  applied 
within  the  districts  of  all  the  States.  It  is  entirely  optional 
with  the  separate  State  Legislatures,  to  adopt  them  or  not, 
as  they  have  the  sole  right  to  pass  laws  regulating  the 
business  done  in  their  own  territories.    Even  if  the  uniform 
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laws  are  adopted,  the  separate  States  have  power  to  change 
any  portions,  and  to  omit  or  add  clauses. 

Uniform  Laws  Voluntarily  Adopted 

Examples  of  these  model  laws  are  the  uniform  part- 
nership law,  the  uniform  limited  partnership  law,  the  uni- 
form bills  of  lading  law,  and  the  uniform  stock  transfer 
law.  Some  States  have  adopted  these  uniform  laws  with- 
out change,  others  with  small  alterations.  Other  States 
have  ignored  them,  leaving  the  common  law  rules  to  apply 
in  their  courts,  or  leaving  the  State  laws  already  passed 
to  be  effective  in  their  districts. 

Proposed  Uniform  Business  Corporation  Law 

Each  State  of  the  Union  has  power  to  make  its  own 
laws  with  regard  to  ordinary  and  limited  partnerships, 
business  corporations,  and  the  registration  of  firms. 

It  has  long  been  recommended  by  business  men  that 
there  should  be  the  same  laws  for  business  corporations  in 
all  the  States  and  a  commission  appointed  by  Congress  to 
prepare  laws  for  this  purpose  has  been  at  work  since  1910. 
Several  sets  of  model  laws  for  business  corporations  have 
been  drafted  by  this  commission  and  revised  after  repeated 
conferences  with  the  various  persons,  and  trading  and 
legislative  bodies,  who  were  interested.  The  latest  revised 
(fourth)  draft  of  these  laws  is  stated  in  a  summarised  form 
in  the  following  pages. 

Regulations  in  Force  in  All  States  of  U.  S.  A.    . 

Each  State  has  its  own  code  of  laws  respecting  business 
and  other  corporations;  to  give  these  in  detail  would  re- 
quire several  large  volumes.  While  the  details  are  useful 
to  the  lawyer,  they  would  be  of  but  little  service  to  the 
business  man  or  banker.  Many  of  the  regulations  are 
alike  in  all  the  States. 
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How  Presented  in  This  Book 

Such  similar  regulations  are  stated  separately  in  this 
chapter,  with  notes  showing  which  States  have  adopted 
other  regulations  and  which  have  adopted  variations  of 
them,  and  in  what  respects  they  have  been  changed. 

Following  these  general  laws,  the  exceptional  partner- 
ship and  corporation  laws  of  the  States  are  shown  sepa- 
rately for  each  State,  but  the  uniform  regulations  have  been 
omitted.  The  avoidance  of  repetition  makes  a  comparison 
of  the  laws  easier  and  gives  the  opportunity  of  bringing 
the  special  regulations  into  greater  prominence.  Full  de- 
tails are  given  of  the  fees  and  taxes  charged  by  all  the 
States ;  these  vary  greatly. 

Instead  of  using  the  technical  language  of  the  lawyer, 
in  which  they  have  been  written,  the  various  laws  are 
stated  in  this  book  in  plain  business  English,  as  being 
more  likely  to  be  generally  understood. 

The  following  is  a  summary  of  the  points  on  which  the 
laws  of  the  various  States  differ : — 

Special  State   Regulations  for  Business   Corporations  and 
Partnerships 

1a.  Methods  of  registration  of  the  incorporation. 
1b.  Advertisements  or  public  notice  required  of  formation 
of  limited  partnerships  and  corporations. 

2.  Fees  payable  on  incorporation. 

3.  Minimum  value  of  shares. 

4a.  Cash  capital  required  to  be  subscribed  before  com- 
mencing business. 

4b.  Whether  fully  paid  capital  stock  can  be  issued  for  pur- 
chase of  property. 

4c.  The  liability  of  directors  for  valuation  of  such  proper- 
ties. 

5.  Limitation  of  borrowing  powers. 

6.  Limitations  on  holding  real  estate. 


58  U.    S.    A.     SECTION 

7.  Permission  for  a  corporation  to  repay  its  own  capital 
stock,  to  lend  money  on  it,  or  to  purchase  and  hold  it. 

8.  Permission  to  invest  in  stocks  of  other  corporations, 

9.  Residential  requirements  as  to  incorporators,  directors 
and  agents. 

10.  The    liability   of    incorporators,    directors   and    stock- 
holders for  debts  of  the  corporation. 

11.  Disabilities  and  penalties  of  non-compliance  with  the 
State  laws  respecting  corporations. 

12.  Filing  of  annual  reports;  details  required  and  time  of 
filing. 

13.  Franchise  or  license  tax;  annual  or  flat  rate. 

14.  State  income  taxes  levied,  additional  to  Federal  income 
taxes. 

15.  The  use  of  trading  names  not  being  the  names  of  the 
owners  of  the  businesses. 

16.  Permission  to  form  limited  partnerships. 

17.  Registration  of  foreign  corporations  doing  business  in 
the  State. 

18.  Fees  and  taxes  to  be  paid  by  foreign  corporations. 

Subjects  Treated  Under  Names  of  States 

The  above  named  are  the  subjects  which  are  explained  in 
detail  under  the  headings  of  the  48  States  of  the  Union. 

A  knowledge  of  these  matters  is  important  because  inter- 
state trade  cannot  be  safely  carried  on  without  it  and  also 
because  the  penalties  for  neglect  to  fulfil  the  requirements  of 
the  State  laws  are  severe.  The  losses  suflfered  and  fines 
paid  by  foreign  corporations,  through  non-compliance  with 
State  regulations,  amount  to  a  very  large  sum  each  year. 

Banks,  Railroads  and  Public  Service  Companies 

There  are  special  laws  in  most  of  the  States  referring  to 
banks,  trust  and  investment  companies,  insurance  companies, 
and  public  service  corporations  such  as  railroads,  gas,  and 
electric  light  and  power  companies. 
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The  Federal  Government  exercises  control  over  such  cor- 
porations by  requiring  frequent  and  detailed  accounts  and  by 
inspection,  (for  example,  by  bank  examiners,)  and  by  placing 
public  service  companies  under  the  supervision  of  State  public 
service  commissions  and  of  the  Interstate  Commerce  Commis- 
sion. The  regulations  with  regard  to  all  such  companies  are 
very  generally  standardized,  and  are  not  dealt  with  in  this 
book,  which  restricts  itself  to  business  corporations,  ordinary 
partnerships,  and  limited  partnerships. 


Summary  of  Business  Corporation 
Laws  in  General  Use  Through- 
out the  U.  S.  A.  with  Details 
of  Exceptional  Laws 

The  summary  of  the  provisions  of  law  here  given  is  based 
on  the  latest  (fourth)  revised  draft  of  the  Uniform  Business 
Corporation  Law  prepared  by  the  National  Commission  on 
Uniform  State  Laws. 

Almost  all  foreign  nations  have  such  uniform  business  laws, 
and  it  is  to  be  hoped  that  the  U.  S.  A.  may  also  benefit  by  an 
early  voluntary  adoption,  by  each  State  of  the  Union,  of  uni- 
form laws  relating  to  partnerships  and  business  corporations 
and  other  business  relationships. 

Formalities  of  Incorporation 

The  articles  of  incorporation  must  be  duly  signed  and 
acknowledged  by  the  incorporators ;  an  affidavit  must  be 
made  by  the  incorporators  that  at  least  50%  of  the  capital 
stock  has  been  subscribed  and  that  the  provisions  of  Section 
3,  relating  to  the  purchase  of  property,  has  been  complied 
with ;  then,  on  payment  of  the  incorporation  fees,  taxes,  and 
other  charges  due  to  the  State,  the  Secretary  of  State  (or 
other  official  appointed)  shall  issue  a  certificate  of  incor- 
poration which  shall  permit  the  corporation  to  commence 
business. 

NOTE: — The  existence  of  a  corporation  generally  begins 
from  the  time  of  filing  the  articles  of  incorporation  and  paying  the 
fees  due,  and  not  from  the  date  when  the  corporation  commences 
business.  In  20  States,  the  law  expressly  gives  the  proper  officials 
the  right  to  issue  certificates  of  incorporation  which  are  conclusive 
proofs  of  incorporation.  Where  the  laws  of  a  State  expressly  re- 
quire that  certain  particulars  must  be  given  in  the  articles  of  incor- 
poration, the  omission  of  any  of  them  makes  the  articles  void  and 
requires  the  preparation  of  new  articles  for  filing. 

60 
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Section  1 — Who  May  Incorporate 

Three  or  more  persons  of  full  age,  (called  the  incorpora- 
tors) of  whom  two-thirds  are  to  be  citizens  of  the  United  States 
or  of  its  territories  or  possessions,  may  unite  to  form  a  stock 
corporation  for  any  lawful  purposes  except  the  business  of 
(exceptions  to  be  stated) . 

NOTE: — Iowa  and  Nebraska  require  one  incorporator.  Two 
incorporators  are  required  for  Arizona,  Georgia,  Mississippi,  South 
Carolina  and  Washington.  Five  incorporators  are  required  for 
Hawaii,  Kansas,  New  Hampshire,  Ohio,  Tennessee,  Utah,  Vermont 
and  West  Virginia.  In  fourteen  States  it  is  required  that  at  least 
one  incorporator  shall  be  a  resident  citizen.  Corporations  are  not 
classed  as  persons,  and  cannot  be  subscribers  of  the  articles  of 
incorporation. 

Banks,  insurance  companies  and  public  service  companies  re- 
quire special  regulations  and  should  not  be  permitted  to  incorporate 
under  the  business  corporation  laws. 

Section  2 — Details  to  be  Stated  in  the  Articles  of  Incor- 
poration 

The  articles  are  to  be  signed  by  each  of  the  incorporators 
and  sworn  as  correct  before  a  notary  public. 

The  articles  must  state  the  following  details,  in  the  English 
language : 

(a)  The  trade  name  of  the  corporation,  which  must  not  be 
like  that  of  any  other  corporation  carrying  on  busi- 
ness in  the  State. 

(b)  The  trade  name  must  include  words  showing  that  the 
firm  is  a  corporation. 

(c)  Description  of  the  kind  of  business  to  be  carried  on. 

(d)  The  total  of  the  authorized  capital  stock,  which  must 
not  be  less  than  $ nor  more  than 

$ 

(e)  The  percentage  of  the  capital  stock,  (not  less  than 
50%),   which  must  be  subscribed  before  filing  the 

articles  of  incorporation. 

(f)  The  proportions  of  preferred  stock  and  common  stock 
intended  to  be  issued,  and  the  preferences  of  the  pre- 
ferred stock  as  to  dividends  and  repayment  of  capital. 
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(g)  The  quantity  of  shares  of  each  class  of  stock  intended 
to  be  issued  and  their  par  value  (not  under  $10  nor 
over  $100  per  share). 

(h)  The  address  of  the  principal  office  of  the  corporation 
within  the  State  where  incorporated. 

(i)  The  extent  of  the  life  of  the  corporation,  if  it  is  not 
intended  to  be  perpetual. 

(j)  The  minimum  (at  least  three)  and  the  maximum 
number  of  directors,  with  the  names  and  addresses 
of  the  first  directors. 

(k)  The  names  and  addresses  of  the  subscribers  of  the 
articles  of  incorporation  (the  incorporators)  and  the 
number  of  shares  of  each  class  of  stock  subscribed 
for  by  each  of  them. 

(1)  A  description,  and  the  price,  of  any  property  intended 
to  be  taken  over  by  the  corporation,  and  to  be  paid 
for  by  the  issue  of  fully  paid  stock  or  bonds. 

(m)  Any  provisions  intended  to  limit  the  powers  of  the 
corporation  as  to  (1)  total  indebtedness  to  be  in- 
curred, (2)  limitation  of  borrowing,  by  the  issue  of 
bonds  or  otherwise,  (3)  limitations  of  authority  of 
directors,  or  of  (4)  the  voting  or  other  powers  of  the 
holders  of  common  stock  or  of  (5)  preferred  stock. 
(The  effect  of  the  limitations  must  not  be  to  exempt 
officials  from  the  proper  performance  of  their  duties, 
or  to  relieve  them  from  liability  for  neglect  of  duty 
or  wrong  doing. 

NOTES: — (a)  There  appears  to  be  no  prohibition  of  taking 
the  same  name  as  a  corporation  formed  in  another  State  and  not 
trading  in  the  home  State  of  the  domestic  corporation.  The  fol- 
lowing States  forbid  any  new  corporation  to  take  the  same  name 
as  that  of  another  corporation  lawfully  carrying  on  business  in  the 
State:  Connecticut,  Delaware,  Kentucky,  Massachusetts,  New 
York,  Utah,  Virginia  and  West  Virginia. 

(b)  The  laws  of  nine  States  require  the  trading  name  to  end 
with  the  word    "Corporation"  or  "Company." 

(c)  The  scope  of  the  business  should  be  stated  within  reason- 
able limits. 
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(d)  Most  of  the  States  fix  a  minimum  of  capital  to  be  sub- 
scribed, and  paid  in,  before  the  corporation  may  legally  commence 
business.  The  minimum  subscription  is  also  generally  required  to 
be  made  before  the  articles  of  incorporation  may  be  presented  for 
filing.  Until  these  formalities  have  been  complied  with  the  incor- 
porators are  liable  for  indebtedness  incurred  on  behalf  of  the  cor- 
poration. 

(e)  The  power  to  issue  preferred  stocks  and  bonds  is  an  im- 
plied power  of  a  business  corporation,  unless  expressly  forbidden 
by  the  corporation  law  of  a  State.  In  about  half  of  the  States 
the  issue  of  preferred  stock  is  definitely  authorized  by  the  corpora- 
tion laws  of  the  State 

(f)  The  issue  of  preferred  stock  is  specially  authorized  by  the 
corporation  laws  of  about  half  the  States.  In  most  of  the  other 
States  the  right  to  issue  them  is  recognized. 

(g)  In  36  States  the  par  value  of  the  shares  may  be  fixed  at 
any  amount.  All  the  States  except  New  Hampshire  and  Tennessee 
require  the  quantity  and  par  value  of  the  shares  to  be  stated  in 
the  articles  of  incorporation. 

(h)  The  residence  of  a  corporation  within  a  State  is  at  the 
place  named  as  its  principal  office,  or  place  of  business,  in  the 
notice  filed  with  the  County  Clerk  or  Recorder.  This  is  of  import- 
ance as  regards  the  question  of  attachment  of  the  property  of  a 
foreign  corporation,  in  case  of  actions  against  it  in  the  State 
Courts.  If  the  corporation  is  incorporated  under  the  laws  of 
another  State  of  the  U.  S.  A.,  or  of  the  District  of  Columbia,  or  in 
a  foreign  country,  it  is  a  foreign  corporation. 

(i)  The  chief  reason  why  the  laws  of  some  of  the  States  limit 
the  time  of  duration  of  corporations  is  in  order  that  further  taxes 
may  be  levied  on  renewals;  27  States  and  territories  allow  of  per- 
petual existence;  18  States  limit  the  existence  but  allow  renewals; 
8  States  do  not  permit  either  perpetual  existence  or  renewals, 
(Colorado,  Illinois,  Lousiana,  Maryland,  Texas,  Utah,  Washington 
and  Wyoming).  In  a  majority  of  the  States  the  intended  life  of 
the  corporation  must  be  stated  in  the  articles  of  incorporation. 

(j)  About  half  of  the  States  require  only  the  number  of  direc- 
tors to  be  stated;  the  remaining  half  require  the  number  and  names 
and  addresses  of  the  first  directors  to  be  given. 

(k)  In  general,  the  State  laws  require  incorporators  to  sub- 
scribe for  stock;  Oregon.  Pennsylvania,  South  Dakota  and  Ten- 
nessee do  not  require  this.  In  about  half  of  the  States  the  list 
of  subscribers  must  be   sworn  as  correct. 


Section    3 — Subscription    of    Shares    to    be    Paid    for    in 
Property 

Where  a  part  or  the  whole  of  a  subscription  of  capital  stock 
is  to  be  paid  for  by  the  transfer  of  property  to  the  corporation, 
a  description  of  the  property  and  its  fair  cash  value  must  be 
stated  in  the  articles  of  incorporation.     The  articles  must  also 
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state  the  estimated  value  of  the  property,  according  to  the 
judgment  of  the  directors,  and  this  valuation  must  be  sup- 
ported by  the  affidavits  of  at  least  three  disinterested  persons 
that  they  know  the  property,  that  they  have  examined  or  ap- 
praised it,  and  that  they  consider  it  worth  the  cash  price  at 
which  the  incorporators  and  directors  have  valued  it. 

If  the  property  is  bought  after  incorporation,  and  it  is  to  be 
paid  for  in  fully  paid  capital  stock,  the  same  kind  of  description, 
supported  by  affidavits,  must  be  made  and  the  documents  must 
be  filed  with  the  (Secretary  of  State)  and  the  (County  Qerk) 
of  the  district  where  the  principal  office  of  the  corporation  is 
situated,  within  ten  days  after  the  purchase  is  approved  by  the 
directors. 

NOTES: — The  above  clause  would  not  permit  the  issue  of 
stock  for  services  rendered  by  promoters  or  others.  All  but  eight 
of  the  States  at  present  allows  fully  paid  stock  to  be  issued  in  pay- 
ment for  property  or  services. 

The  valuation  of  the  property  may  at  present  take  into  account 
its  future  or  subsequent  value. 

Iowa  requires  a  certificate  of  value  to  be  given  by  an  official 
appraiser. 

Section  4 — Preferred  and  Other  Special  Classes  of  Stock 

(a)  Every  corporation  shall  have  power  to  issue  shares  of 
different  classes,  with  such  preferences  and  voting  powers  as 
shall  be  stated  in  the  articles  of  incorporation,  which  may  be 
amended  to  give  this  power. 

(b)  The  total  amount  of  preferred  stocks  shall  not  be 
more  than  two-thirds  of  the  total  subscribed  capital  which  has 
been  issued  against  payment  in  cash  or  property. 

(c)  Preferred  stocks  may  be  made  redeemable  after 
three  years  from  the  date  of  issue. 

(d)  The  intended  rates  of  dividend  on  the  preferred  stocks 
(not  exceeding  S%)  and  the  times  of  payment,  which  may  be 
quarterly,  half-yearly,  or  yearly,  shall  be  stated  in  the  articles 
of  incorporation. 
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(e)  The  dividends  of  preferred  stock  may  be  made  cumu- 
lative and  they  are  to  be  paid  before  any  dividends  are  paid 
on  the  common  stock.  In  case  of  insolvency  of  the  corpora- 
tion, no  sums  reserved  for  payment  of  preferred  dividends 
shall  be  paid  until  after  all  creditors  of  the  corporation,  and 
all  costs  of  the  liquidation,  shall  have  been  paid  in  full. 

Section   5 — Articles  of  Incorporation;  Filing  and   Record- 
ing Fees 

At  the  time  of  filing  the  articles  of  incorporation,  the  fol- 
lowing fees  shall  be  paid  to  the  Secretary  or  Treasurer  of 
State  :— 

For  filing  the  articles  of  incorporation $ 

For  recording  the  same,  per  folio  of 

words $ 

For  certified  copy  of  the  articles,  per  folio.  .$ 

For  affixing  the  State  seal  to  the  certified 

copy  of  the  articles $ 

The  following  fees  shall  be  paid  at  the  same  time  to  the 
clerk  of  the  County  Court  (or  other  official  appointed)  : — 


For  filing  th.e  certificate  of  incorporation.  .$. 
For  recording  the  same,  per  folio $. 


NOTE: — The  fees  payable  at  present  are  shown  in  following 
pages,  in  a  separate  section  for  each  State. 

Section  6 — Tax  on  Capital  Stock — Organization  Tax 

Every  corporation  shall  pay  to  the  State  Treasurer  a  tax 
of  l/20th  of  1%  on  the  total  authorized  capital  stock,  and  on 
any  later  increase,  with  a  minimum  of  $25. 

NOTE: — A  graduated  organization  tax  is  levied  by  the  laws  of 
all  the  States  except  Arkansas,  D.  C,  Georgia,  Oklahoma  and 
Louisiana.  The  rates  of  tax  now  charged  are  shown  later,  under 
the  headings  of  the  separate  States. 
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Section  7 — Amendment  of  Articles  of  Incorporation 

A  corporation  may  alter  its  articles  by  a  two-thirds  vote 
of  the  total  authorized  votes  for  stock  issued  and  outstanding, 
such  voting  to  be  at  a  special  meeting  of  stockholders,  called  for 
that  purpose.  The  alteration  may  be  for  the  increase  or  reduc- 
tion of  capital  stock,  provided  that  the  decrease  shall  not  bring 
the  capital  below  the  amount  of  the  liabilities  of  the  corporation 
and  that  any  increase  shall  not  exceed  the  permitted  maximum. 

Section  8 — Filing  for  Public  Reference 

No  corporation  shall  commence  business  until  after  a  certi- 
fied copy  of  the  certificate  of  incorporation,  together  with  a 
certified  copy  of  the  articles  of  incorporation,  shall  have  been 
filed  and  recorded  in  the  office  of  the  (County  Clerk,  or  Re- 
corder, or  Registrar  of  Deeds)  of  the  (county  or  parish) 
where  the  principal  place  of  business  of  the  corporation  is  lo- 
cated. 

NOTE: — The  public  (creditors  and  intended  creditors)  may 
refer  to  such  recorded  documents  and  so  obtain  information  as  to 
the  scope  and  powers  of  the  corporation  and  the  amount  of  its 
capital. 

Section  9 — When  Business  May  be  Commenced  and  Debts 
Incurred 

A  corporation  shall  not  incur  any  debts  until  at  least  25% 
of  its  total  capital  shall  have  been  paid,  in  money  or  property. 

A  corporation  shall  not  commence  business  until  at  least 
50%  of  its  total  capital  stock  shall  have  been  subscribed  for 
and  actually  paid,  in  money  or  property.  Such  payment  must 
be  proved  by  an  affidavit  of  the  fact  made  by  all  of  the  directors 
and  filed  with  the  Secretary  of  State.  Until  then,  all  persons 
carrying  on  business  for  the  corporation  shall  be  liable,  as 
partners,  for  its  debts. 

NOTE: — Most  of  the  States  do  not  require  any  stated  amount 
to  be  paid  in  before  the  corporation  may  commence  business.  Nine 
States  require  10%  to  be  paid  in ;   four  States  require  20% ;  one  re- 
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quires  25% ;  one  requires  50% ;  one  requires  $500 ;  three  require  $1,000, 
and  one  requires  $2,000. 

The  following  require  the  full  total  of  the  authorized  caftital 
stock  to  be  subscribed  before  commencing  business:  Illinois,  Mis- 
souri and  Washington. 

Section  10 — General  Powers  of  a  Business  Corporation 

All  business  corporations  shall  have  the  following  powers : — 

(a)  To  carry  on  business  for  the  period  named  in  the 
articles  of  incorporation,  or  perpetually  where  the 
period  is  not  limited  by  law. 

(b)  To  sue  and  be  sued  in  the  name  of  the  corporation. 

(c)  To  make  and  use  a  corporation  seal,  and  to  change  it. 

(d)  To  buy  or  otherwise  acquire  and  to  hold,  sell,  or  mort- 
gage such  property  as  may  be  required,  subject  to 
limitations  of  law. 

(e)  To  appoint  and  pay  any  required  officers  or  agents. 

(f)  To  make  by-laws  (consistent  with  the  regulations  of 
existing  State  and  Federal  laws)  for  the  management 
of  its  property  and  business,  and  for  the  certification 
and  transfer  of  stock. 

(g)  To  wind  up  and  dissolve  voluntarily,  or  as  described 
later  in  this  Act. 

(h)  To  carry  on  business  in  this  State,  other  States,  the 
Federal  districts,  the  territories  or  possessions  of  the 
United  States,  and  in  foreign  countries. 

(i)  Every  business  corporation  is  forbidden  to  directly 
or  indirectly  hold  stock  in  any  other  corporation, 
nor  shall  it  exchange  its  own  stock  for  stock  of 
another  corporation. 

NOTES: — The  powers  stated  in  paragraphs  (a)  to  (h)  are 
powers  which  the  corporation  would  have  under  the  common  law, 
even  if  not  specially  authorized  by  any  Act. 

At  present,  a  corporation  also  has  power  by  the  common  law 
to  hold  stock  of  other  corporations,  or  to  exchange  shares  for 
shares,  unless  the  laws  of  the  State  where  it  is  incorporated  expressly 
forbids  this. 

In  three  States  (Alaska,  District  of  Columbia  and  Georgia) 
corporations  are  not  allowed  to  hold  stocks  of  other  corporations; 


68  U.    S.    A.     SECTION 

in  Illinois,  Indiana  and  Ohio,  the  holding  of  such  stocks  is  limited 
in  amount  and  time.  In  all  the  other  States,  corporations  are  gen- 
erally permitted  to  state  in  the  articles  of  incorporation  that  they 
shall  have  power  to  acquire,  and  hold  or  sell,  the  capital  stocks  of 
other  corporations. 

Corporations  have  no  power  to  do  any  of  the  following  acts 
unless  they  take  such  powers  by  stating  them  clearly  in  their 
articles  of  incorporation,  provided  these  acts  are  not  prohibited 
by  the  laws  of  the  State  where  the  incorporation  is  made: 

(1)  To  merge  or  consolidate  with  other  corporations. 

(2)  To  appoint  one  or  more  directors  as  an  executive  com- 
mittee, with  full  powers  of  management  on  behalf  of  the 
Board   of  Directors. 

(3)  To  give  bondholders  the  right  to  vote  for  the'  election 
of  directors. 

(4)  To  give  dissenting  stockholders  the  right  to  compel  the 
corporation  to  repurchase  their  shares  in  case  of  a  con- 
solidation  or  merger. 

Section  11 — Certificates  of  Shares 

The  capital  stock  shall  be  represented  by  certificates,  of  a 
kind  to  be  approved  by  the  directors ;  such  certificates  shall  be 
signed  by  the  president  or  vice-president  and  sealed  with  the 
corporation  seal ;  the  certificates  shall  be  transferable  as  stated 
in  Section  12. 

NOTE: — It  is  not  required  by  common  law  that  any  certifi- 
cates need  be  issued  by  a  corporation,  nor  do  the  State  laws  usually 
require  this  to  be  done  at  present.  The  subscription  of  the  articles 
of  incorporation,  or  the  later  written  applications  for  shares,  are 
the  proofs  of  having  taken  shares. 

This  clause  has  been  drawn  with  the  intention  of  making  the 
share  certificates  the  proof  of  ownership,  like  bonds  to  bearer. 
As  regards  the  signatures  on  the  share  certificates,  it  would  be 
advisable  to  provide  that  the  clerk  of  the  corporation  (the  secre- 
tary) should  also  sign  the  certificates.  This  would  ensure  the 
recording  of  the  issue  of  the  shares  and  would  prevent  the  irregu- 
lar issue  of  certificates  by  the  president  or  directors. 

The  New  York  Stock  Exchange  rules  require  that  an  inde- 
pendent transfer  agent  shall  be  appointed  by  the  corporation  to 
take  charge  of  all  issues  and  transfers  of  the  stocks  and  bonds; 
otherwise  the  shares  and  bonds  will  not  be  permitted  to  be  bought 
or  sold  on  the  Stock  Exchange. 

Section  11a — Shares  With  no  Par  Value — Issued  for  Re- 
Organizations 

NOTE: — The  following  clauses,  11a  to  lie,  are  based  on  the 
law  passed   by   the   Legislature   of  New   York   State  in   1912  and 
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now  in  force  in  that  State.  The  law  was  designed  to  give  warning 
to  purchasers  of  shares  with  no  par  value  that  the  certificates  do 
not  represent  any  definite  amount  of  capital  or  assets  possessed 
by  the  corporation  which  issues  them,  and  that  their  value  is 
uncertain. 

Sub-section  1.  On  the  formation  or  re-organization  of 
a  corporation,  (not  being  a  financial  or  public  service  company), 
the  articles  of  incorporation  may  provide  for  the  issuing  of 
both  preferred  shares  with  a  declared  par  value  and  of  other 
shares  having  no  par  value,  provided  that  the  following  condi- 
tions are  observed : 

Preferred  Stocks.  Each  certificate  of  preferred  stock 
must  have  clearly  written  or  printed,  on  its  face,  the  following 
particulars : — 

(a)  The  number  of  shares  it  represents  and  the  par 
value  of  each  share. 

(b)  The  nature  of  the  preference  given  to  such  shares, 
as  regards  preferential  rights  to  dividends,  preferen- 
tial rights  to  re-payment  of  the  par  value  of  the 
shares,  and  any  other  preferences. 

(c)  If  the  preferred  stock  has  a  preferential  right  to  re- 
payment of  its  principal  or  par  value,  the  certificate 
must  also  state  the  total  number  of  such  shares  which 
the  corporation  is  authorised  to  issue. 

NOTE: — The  par  value  of  the  preferred  shares  must  be  at 
least  $5  and  may  be  any  multiple  of  $5,  but  not  more  than  $100. 

Shares  of  no  Par  Value.  Each  certificate  issued  for 
shares  of  no  par  value  shall  have  the  following  particulars 
clearly  written  or  printed  on  its  face : — 

(d)  The  number  of  shares  \vhich  it  represents  (no  par 
value  or  nominal  value  must  be  shown). 

(e)  The  total  nimiber  of  shares  of  no  par  value  which  may 
be  issued. 

(f)  The  total  authorised  number  of  shares  of  all  classes. 
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(g)     The  quantity  and  total  par  value  of  preferred  shares 

which  may  be  issued, 
(h)     The  par  values  of  each  class  of  preferred  shares  (if 

several    classes   issued.) 
(i)      The  preferences,  as  to  dividends  and  repayment  of 

par  value,  given  to  each  class  of  preferred  stock, 
(j)      The  amount  of  capital  with  which  the  corporation 

intends  to  carry  on  business. 

NOTE: — This  working  capital  must  be  at  least  $500.  It  must 
not  be  less  than  the  combined  total  of  all  the  preferred  stocks  to 
be  issued,  having  a  preference  as  to  re-payment  of  the  principal, 
plus  at  least  $5  per  share  of  every  other  share  issued,  including 
the  shares  of  no  par  value. 

Sub-section  2.  For  purposes  of  incorporation,  the  state- 
ment made  of  the  par  value,  and  number  and  total  amount, 
of  preferred  stocks,  and  of  the  number  of  shares  of  no  par 
value  to  be  issued,  shall  be  equivalent  to  declarations  of 
the  total  authorised  capital  stock. 

All  shares  with  no  par  value  shall  have  equal  rights 
and  privileges  as  to  dividends  and  as  to  sharing  in  any  sur- 
plus assets  of  the  corporation,  subject  to  the  preferential 
rights  granted  to  the  holders  of  preferred  stocks.  The  pre- 
ferred shares,  and  the  shares  of  no  par  value  may  be  sold 
either  (a)  at  such  cash  prices,  or  for  such  other  considera- 
tion than  cash,  as  may  be  named  in  the  articles  of  incor- 
poration; or  (b)  where  the  directors  are  so  authorised  by 
the  articles,  at  such  prices  or  for  such  consideration  as  they 
may  fix;  or  (c)  where  the  directors  are  not  so  authorised 
by  the  articles,  at  such  prices,  or  for  such  consideration,  as 
shall  be  approved  by  the  holders  of  two-thirds  of  each  class 
of  outstanding  shares,  at  a  special  meeting  called  for  the 
purpose  and  in  accordance  with  the  by-laws. 

All  the  shares  mentioned  in  this  section  shall  be  deemed 
to  be  fully  paid  and  non-assessable,  and  the  holders  of  such 
shares  shall  have  no  liability  to  the  corporation  or  its 
creditors  in  respect  of  such  shares. 
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Section  lib — Commencement  of  Business  and  Incurring  of 
Debts  of  Re-Organized  Corporation 

A  corporation  formed  under  Section  11a  shall  not  com- 
mence business  or  incur  any  debt  until  it  has  received  the 
minimum  subscription  of  cash  or  property  stated  in  the 
articles  of  incorporation. 

During  the  time  required  for  obtaining  subscriptions 
for  any  increase  of  capital,  it  shall  not  increase  its  in- 
debtedness. 

Any  directors  consenting  to  violations  of  this  restric- 
tion shall  be  liable  personally  and  jointly  for  the  debts 
incurred,  provided  the  creditors  claim  payment  from  the 
director  in  writing  within  a  year.  Any  director  paying 
such  claims  shall  have  the  right  to  claim  reimbursement 
from  the  corporation  and  from  co-directors  who  may  be 
equally  liable. 

No  corporation  formed  under  Section  11a  shall  declare 
any  dividend  which  may  reduce  its  working  capital  below 
the  minimum  amount  stated  in  the  articles.  Any  directors 
consenting  to  breaches  of  this  regulation  shall  be  jointly 
and  separately  liable  to  the  corporation  and  to  its  creditors 
for  the  dividends  wrongfully  paid. 

Section   lie — Organization   Taxes   on   Reconstructed   Cor- 
porations 

The  organization  tax,  named  in  Section  6,  shall  be,  for 
this  class  of  corporation,  5c  on  each  share  of  no  par  value 
which  shall  be  issued.  The  transfer  tax  for  such  shares 
shall  be  2c  per  share.  Franchise  tax  shall  be  charged  by 
the  State  on  the  net  capital  used  for  the  business  carried 
on  within  the  State. 

The  method  of  calculating  the  rate  of  dividends  paid 
shall  be,  by  dividing  the  total  dividends  by  the  total  assets 
on  the  first  day  of  the  year. 
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Section  lid — Increase  or  Reduction  of  Shares  or  Capital 
of  Reconstructed  Corporations 

A  corporation  formed  or  re-organized  under  Section  11a 
may  alter  its  articles  to  increase  or  reduce,  within  legal 
limits,  either  its  shares  or  capital,  by  filing,  in  the  same 
way  as  the  original  articles,  an  amendment  voted  by  a 
majority  of  the  directors  and  three-fifths  of  the  outstand- 
ing shares  of  each  class,  at  a  special  meeting. 

The  certificate  of  the  adoption  of  the  amendment  must 
be  under  the  seal  of  the  corporation  and  executed  by  the 
president  or  the  vice-president  and  by  the  secretary  or 
treasurer.  A  copy  of  the  proceedings  at  the  special  meet- 
ing must  be  also  filed  after  being  verified  by  the  same 
officials. 

Where  the  amendment  has  been  for  a  reduction  of  the 
capital,  the  certificate  of  amendment  must  state  the  total 
liabilities  of  the  corporation ;  this  must  be  verified  by  the 
same  officials  and  it  must  include  a  signed  statement,  by 
the  Comptroller,  that  the  reduced  balance  of  capital  is 
sufficient  for  working  capital  and  is  the  excess  amount  by 
which  the  total  assets  exceed  the  total  liabilities. 

Section   lie — Definition  of  Total  Capital   Stock  of  a  Re- 
organized Corporation 

The  total  capital  stock  of  a  corporation  formed  under 

Section   11a  shall  be  deemed  to  be  the  amount  stated  in 

the   articles    of    incorpKDration,  or    in    later   amendments,    as 
being  the  working  capital. 

Section  12 — Methods  of  Transferring  Title 

The  title  to  a  certificate,  and  to  the  shares  it  repre- 
sents, shall  be  transferred  only  as  follows : — 

(a)  By  delivery  of  the  certificate,  endorsed  by  the 
owner  named  on  it,  such  endorsement  having  been  made 
either  in  blank  or  to  a  person  named. 


SUMMARY— BUSINESS     LAWS  73 

(b)  By  delivery  of  the  certificate  together  with  a 
separate  assignment  or  power  of  attorney,  signed  by  the 
person  whose  name  appears  on  the  certificate;  such  assign- 
ment or  power  of  attorney  may  be  either  in  blank  or  to  a 
person  named. 

This  section  shall  have  force  in  law  even  though  the 
articles  of  incorporation  and  the  by-laws  of  the  corpora- 
tion, and  the  certificate  itself,  state  that  the  shares  shall 
only  be  transferable  on  the  books  of  the  corporation  or  on 
registry  by  a  registrar  or  transfer  agent. 

NOTE : — By  custom  and  common  law,  the  transfer  is  at  present 
only  complete  when  the  transfer  has  been  registered  on  the  books 
of  the  corporation.  This  section  of  the  proposed  uniform  law 
would  make  the  certificate  of  registered  stock  to  be,  in  itself,  the 
title  to  ownership,  like  a  bond  to  bearer. 

Section  13 — Power  to  Refuse  Transfer  of  Shares  of  Stock- 
holders Who  are  Debtors  of  the  Corporation 

The  directors  may  refuse  to  register  a  transfer  of  the 
shares  of  a  debtor  stockholder  (who  owes  money  to  the 
corporation)  until  the  debt  is  paid,  provided  that  the  stock 
certificate  has  printed  on  it  a  declaration  that  the  corpora- 
tion reserves  this  right. 

NOTE: — Unless  the  articles  of  a  corporation  include  a  clause 
similar  to  the  above,  the  corporation  has  no  right  to  refuse  regis- 
tration of  transfer  of  the  shares  of  a  debtor,  nor  has  the  corpora- 
tion the  right  to  make  a  by-law  giving  it  this  power. 

Section  14 — Payment  for  Shares  by  Instalments — Right  to 
Forfeit  Partly  Paid  Shares 

Subscriptions  for  shares  shall  be  payable  in  the  amounts 
and  at  the  times  provided  by  the  by-laws  of  the  corporation. 

Where  default  has  been  made  in  the  payments  due,  a 
written  notice  must  be  given  to  the  debtor,  by  mail,  requir- 
ing payment  within  60  days,  and  stating  that  failure  to  pay 
will  make  his  stock  and  all  previous  payments  thereon 
liable  to  forfeiture.    Failing  payment  after  the  delay  named, 
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the  board  of  directors  may  forfeit  the  shares  and  the  cor- 
poration may  keep  the  instalments  already  paid.  The  for- 
feited shares  may  be  re-issued. 

NOTES: — This  power  of  forfeiture,  after  notice,  is  given  by 
the  laws  of  all  the  States  except  Arizona,  Iowa  and  Louisiana. 
The  forfeiture  of  shares  cancels  the  liability  of  the  subscribers  for 
further  payments.  This  clause  does  not  state  whether  forfeited 
shares  may  be  sold  at  a  discount ;  for  example,  provided  $40  had 
been  paid  on  a  share  of  $100  par,  and  this  share  is  afterwards 
forfeited,  the  directors  would  have  power  under  this  section  to 
sell  the  forfeited  shares  for  the  balance  of  the  price,  $60,  or  to 
re-issue  at  $100,  leaving  the  corporation  with  a  profit  of  $40. 

Unless  the  articles  of  incorporation  or  the  laws  of  the  State 
specially  forbid  it,  any  shares  or  bonds  may  be  made  payable  by 
instalments.  The  corporation  laws  of  New  York  State  permit 
payment  for  shares  to  be  made  by  instalments. 

Section   15 — First  Meeting  of  Stockholders — Organization 
Meeting 

The  first  meeting  of  stockholders  shall  be  held  within 
the  State  where  the  corporation  was  formed,  and  after  at 
least  30  days'  notice  by  mail  to  each  stockholder,  given 
by  any  two  of  the  stockholders,  unless  all  the  stock- 
holders, in  writing,  waive  such  notice.  Unless  the  first 
meeting  be  held  within  two  years  after  the  filing  of  the 
articles,  the  corporation  shall  be  dissolved  for  that  reason. 

NOTE: — The  common  law  rule  is  that  the  first  meeting  must 
be  held  in  the  same  State  as  the  incorporation.  Several  States 
vary  this  rule,  amongst  them  being  Maine,  Massachusetts,  Minne- 
sota and  New  Jersey. 

Section  16 — Annual  General  Meetings  of  Stockholders 

Stockholders'  meetings  shall  be  held  once  in  each  year, 
within  30  days  of  the  close  of  the  year's  trading.  The 
meetings  shall  take  place  at  the  principal  place  of  business 
of  the  corporation  within  the  State  where  it  was  incor- 
porated. 

At  least  15  days'  written  or  printed  notice  must  be  given 
to  each  stockholder;  such  notice  to  be  delivered  to  him  per- 
sonally or  sent  by  mail. 
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At  least  15  days  before  the  annual  meeting  a  complete 
list  of  the  stockholders  entitled  to  vote  shall  be  open  to  the 
inspection  of   stockholders  at  the  place  of  such  meeting. 

Notice  of  all  other  general  meetings  of  stockholders  shall 
be  given  in  the  same  way,  at  least  10  days  before  the  meeting. 

NOTE: — At  present  the  entry  of  the  name  of  a  stockholder 
on  the  stock  register  of  a  corporation  confers  the  right  to  vote. 
In  the  absence  of  such  registration,  the  holder  of  transferred 
shares  is  not  entitled  to  vote. 

The  laws  of  the  following  States  require  the  date  of  the  annual 
meetings  to  be  stated  in  the  articles  of  incorporation,  namely, 
Alaska,  Arizona,  Delaware,  Iowa,  Minnesota,  Nebraska  and  Utah. 

Section  17 — Voting  Powers 

Each  stockholder  entitled  to  vote  shall  have  one  vote  for 
each  share,  and  the  vote  may  be  by  proxy;  for  elections  of 
directors  and  officers,  cumulative  voting  shall  be  allowed. 

NOTE: — The  common  law  rule  does  not  allow  voting  by 
proxy,  therefore,  authority  for  proxy  voting  should  be  taken  by 
the  articles,  unless  the  laws  of  the  State  expressly  mention  that 
it  is  allowed. 

Cumulative  voting  is  allowed  by  the  corporation  laws  of  25 
States.  This  method  of  voting  enables  a  minority  to  elect  one 
or  more  representatives.  For  example,  if  five  directors  are  to 
be  elected,  each  stockholder  will  have  five  votes  for  each  share 
he  holds.  By  a  minority  giving  all  their  five  votes  to  one  candi- 
date they  can  elect  him,  unless  the  opposition  voters  outnumber 
them  by  more  than  five  to  one. 

Voting  by  bondholders  is  specially  authorised  by  the  laws 
of  Delaware  and  Virginia.  This  proposed  Section  17  reserves  the 
voting  power  to  stockholders   only. 

Section  18 — Voting  Power  Where  Corporation  Holds  Its 
Own  Shares 

The  corporation  shall  not  permit  any  voting  power  to  be 
used  for  any  of  its  own  shares  which  it  may  hold,  either  as 
owner   or   by   mortgage. 

NOTE: — The  power  of  a  corporation  to  buy  its  own  shares 
is  an  implied  power  only,  but  it  must  be  done  in  good  faith  and 
without  any  intention  to  defeat  the  claims  of  creditors.  This  power 
is  expressly  restricted  by  the  present  corporation  laws  of  eight 
States. 
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Section  19 — Liability  of  Stockholders 

Every  stockholder  of  the  capital  stock  of  a  corporation 
shall  be  personally  liable  to  the  creditors  of  the  corporation 
to  an  amount  equal  to  the  amount  unpaid  on  such  stock. 

NOTE: — By  common  law  a  subscriber  for  shares  of  a  corporation 
is  liable  to  pay  the  full  amount  of  his  subscription  and  no  more. 

The  laws  of  several  of  the  States  vary  this  in  the  following 
ways:  The  original  subscriber,  only,  is  liable  for  any  balance 
unpaid  on  his  shares,  in  four  of  the  States;  the  original  subscriber 
and  a  later  holder  are  both  liable  in  six  States;  the  original  sub- 
scriber is  liable  only  if  a  later  holder  does  not  pay,  according  to 
the  laws  of  four  States.  In  New  York  and  seven  other  States 
the  stockholders  are  liable  only  for  their  proportions  of  debts 
incurred  while  they  were  stockholders ;  26  of  the  States  make  the 
present  holder  of  the  shares  liable,  and  declare  the  former  stock- 
holders free  from  liability;  ten  States  make  the  present  stock- 
holders liable  for  wages  of  workmen  and  employees,  even  though 
the  shares  are  fully  paid. 

California  and  Minnesota  make  the  present  stockholders  liable 
for  any  unpaid  amounts  of  their  shares,  and  also  for  their  pro- 
portions of  the  debts  owing  to  creditors,  in  the  case  of  the  cor- 
poration becoming  insolvent. 

The  liability  of  stockholders  is  very  clearly  defined  in  the 
English  company  law,  and  the  underlying  principle  is  different. 
Reference  should  be  made  to  the  chapter  dealing  with  the  English 
company  law,  when  it  will  be  seen  that  this  Clause  19,  as  drafted, 
is  not  conclusive. 

Section  20 — Limitation  of  Claims  Against  Stockholders 

Except  in  the  case  of  insolvency  or  bankruptcy  proceed- 
ings, no  action  shall  be  brought  against  a  stockholder  for  any 
debt  of  the  corporation  until  judgment  has  been  recovered 
against  the  corporation  and  an  execution  has  been  returned 
unsatisfied  in  whole  or  in  part. 

NOTE: — The  effect  of  this  clause  is  that  the  amount  unpaid 
on  shares  held  by  a  stockholder  is  owing  by  him  to  the  corpora- 
tion and  it  can  only  be  claimed  by  a  creditor  of  the  corporation 
when  the  corporation  has  no  other  available  assets. 

Section  21 — Election  of  Directors 

The  business  of  the  corporation  shall  be  managed  by  a 
board  of  three  or  more  directors,  who  shall  each  own  at  least 
one   share.     The   first   directors    shall   be   elected   at   the   first 
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meeting  of  stockholders,  and  each  year  afterwards.  They 
shall  continue  in  office  until  duly  qualified  successors  shall 
be  appointed. 

NOTE: — The  number  of  directors  may  be  changed  by  amend- 
ment of  the  articles,  or  the  articles  may  state  a  maximum  and 
minimum  number.  The  election  of  a  director  who  is  not  a  stock- 
holder is  void,  unless  he  acquires  the  shares  needed  as  qualifica- 
tion for  the  appointment.  A  director  who  parts  with  all  his  shares 
becomes  disqualified  from  subsequently  acting  as  director,  unless 
he  again  acquires  shares. 

Section  22 Officers  of  the  Corporation 

The  directors  shall  appoint  one  of  the  directors  to  be 
president  and  shall  also  appoint  a  secretary  and  a  treasurer, 
and  may  appoint  and  remove  these  and  other  officers  and 
agents  and  employees. 

The  duties  and  powers  of  directors  may  be  stated  in  the 
by-laws. 

NOTE: — As  all  directors  must  be  stockholders,  the  president 
must  also  be  a  stockholder.  The  vice-president  need  not  be  a 
stockholder  unless  he  is  given  power  to  act  for  the  president. 
The  secretary  and  treasurer  need  not  be   stockholders. 

The  power  to  make  by-laws  is  given  to  the  stockholders  by 
Section  26  of  the  proposed  uniform  law. 

Section  23 — Liability  of  Directors  and  Officers  For  Debts 
of  the  Corporation 

The  directors  assenting  thereto  shall  be  jointly  and  separ- 
ately liable  to  creditors  of  the  corporation  for  losses  and 
damages  arising  from  the  following  acts : — 

(a)  If  bonds  are  issued  to  an  amount  exceeding  the  net 
assets  (net  capital)  at  the  time  of  issue  of  the  bonds. 

(b)  If  stock  or  bonds  are  issued  for  the  purchase  of 
property  at  a  price  higher  than  the  directors  consider 
to  be  its  fair  cash  value. 

(c)  If  dividends  or  bonuses  are  paid  which  have  not  been 
earned  as  profits. 

(d)  If  capital  is  reduced  by  making  loans  to  stockholders. 
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(e)  For  neglect  or  failure  to  make  any  report,  statement, 
or  public  notice  required  by  law. 

(f)  And,  for  making  material  misrepresentations  in  such 
reports,   statements,  or  notices. 

In  the  case  of  misrepresentations,  as  mentioned  in  (f), 
the  officers  of  the  corporation  whose  duty  is  to  make  such 
reports,  statements  or  public  notices,  shall  be  jointly  and 
separately  liable  with  the  directors  for  the  loss  and  damage. 

NOTE: — In  nearly  half  of  the  States  the  amount  of  liabilities 
which  a  corporation  may  undertake  is  limited  either  by  special 
restrictions   or   by  implication. 

Section  24 — ^Action  Against  Officers  For  Misconduct. 

The  State  courts  shall  have  jurisdiction  over  the  directors, 
managers,  trustees  and  officers  of  both  domestic  and  foreign 
corporations,  as   follows : — 

(a)  To  compel  them  to  account  for  their  management  and 
disposal  of  the  funds,  property,  and  business  of  the 
corporation  placed  in  their  charge. 

(b)  To  compel  them  to  pay  to  the  corporation,  and  its 
creditors,  all  sums  of  money  and  the  value  of  all 
property  which  they  may  have  themselves  taken  or 
transferred  to  others,  or  may  have  lost  or  wasted  by 
violations  of  their  duties  or  abuse  of  their  powers. 

(c)  To  suspend  any  of  them  from  acting,  when  it  appears 
that  he  has  abused  his  trust. 

(d)  To  remove  them,  on  proof  or  on  conviction  of  gross 
misconduct. 

(e)  To  order  new  officers  to  be  elected  to  replace  the 
directors  or  officers  suspended  or  removed,  which 
latter  shall  not  be  eligible  for  re-election. 

(f)  To  restrain  and  prevent  any  threatened  wrongful 
transfer  of  property,  or  any  dealings  with  such  prop- 
erty intended  to  defraud  the  corporation. 
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Section  25 — Who  May  Bring  Actions 

The  actions  named  in  Section  24,  Clauses  (a),  (b)  and 
(f),  may  be  brought  by  the  Attorney-General  of  the  State, 
cither  on  his  own  motion  or  at  the  request  of  any  creditor. 

Actions  named  in  the  Clauses  (c),  (d)  and  (e),  may  be 
brought  by  a  creditor  or  by  a  trustee,  director,  manager,  or 
other  officers  of  the  corporation  having  a  general  superin- 
tendence of  its  business. 

Section  26 — Power  to  Make  By-Laws 

The  stockholders  shall  have  the  sole  right  to  make  by- 
laws, so  long  as  they  are  not  inconsistent  with  this  Act  or 
other  existing  Acts. 

Section  27 — The  Account  Books  and  Records  of  the  Cor- 
poration 

Every  corporation  shall  keep  the  following  books  at  its 
principal  office  within  the   State : — 

(a)  Correct  books  of  account  of  its  business  transactions; 
these  or  sufficiently  complete  copies  shall  be  produced 
there  within  a  reasonable  time  after  the  demand  of 
any  stockholder  for  their  inspection. 

(b)  A  stock  register,  containing  an  alphabetical  list  of 
the  names  and  addresses  of  stockholders,  the  quantity 
of  shares  they  hold,  the  amounts  paid,  and  the  dates 
when  such  shares  were  acquired.  This  stock  register 
shall  be  always  open  to  the  inspection  of  stockholders. 

The  articles  may  state  the  officer  who  shall  have  charge 
of  the  books  of  account  and  the  stock  register,  and  he  shall 
be  liable  to  pay  a  penalty  of  $50  per  day  for  neglect  to  keep 
such  books. 

If  the  by-laws  do  not  make  any  special  officer  responsible 
for  the   keeping   of  these   books,   the   president   of  the  cor- 
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poration  shall  be  liable  for  the  penalty.    Any  stockholder  may 
bring  an  action  for  the  recovery. 

NOTE: — By  the  common  law,  every  stockholder,  in  his 
capacity  of  part  owner,  has  a  right  to  examine  the  books.  The 
corporation  laws  of  all  the  States  give  this   right. 

Section  28 — Annual  Reports 

Every  corporation  shall  hold  a  meeting  of  its  stockholders 
at  least  once  in  each  year.  Within  30  days  after  each  annual 
meeting  a  report  must  be  filed  with  the  Secretary  of  State 
and  advertised  once  in  a  newspaper  published  in  the  capital 
of  the  State,  and  a  copy  of  the  report  must  be  kept  for 
inspection  at  the  chief  office  of  the  corporation.  This  report 
must  be  sworn  as  correct  by  the  president  and  treasurer.  It 
must  state  the  following  particulars: — 

(a)  The  total  amount  of  capital  stock  and  the  amount 
issued. 

(b)  The  amount  of  the  debts  of  the  corporation. 

(c)  The  amount  and  character  of  its  assets. 

(d)  The  names  and  addresses  of  all  the  directors  and 
officers. 

(e)  A  foreign  corporation  must  also  state  the  name  of  its 
agent  in  the  State,  who  is  authorised  to  accept  serv- 
ice of  documents  and  notices  on  behalf  of  the  cor- 
poration. 

If  such  reports  have  not  been  filed,  any  creditor  or  stock- 
holder may  demand  them  in  writing  from  the  corporation. 
Neglect  to  make  and  file  reports  within  ten  days  after  such 
notice  shall  make  either  the  president  or  treasurer  in  default 
liable  for  a  penalty  of  $50  per  day;  to  be  recovered  by  the 
creditor  or  stockholder. 

NOTES : — Annual  reports  by  domestic  corporations  are  com- 
pulsory in  33  States.  A  few  of  the  States  specifically  require  for- 
eign corporations  to  make  and  file  annual  reports  within  the  State; 
other  States  require  foreign  corporations  to  comply  with  the  same 
regulations  as  domestic  corporations. 
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This  Section  28  goes  further,  by  requiring  that  the  annual 
report  shall  be  published,  as  well  as  filed. 

AUDIT  OF  ACCOUNTS.  None  of  the  States  require  any 
audit  to  be  made,  nor  have  the  framers  of  this  draft  of  the  pro- 
posed Uniform  Laws  made  any  provision  for  audit. 

It  is  the  rule  in  Continental  Europe  for  a  small  committee  to 
be  appointed  by  the  stockholders  to  examine  all  the  transactions 
connected  with  the  organization  of  the  corporation,  and  especially 
the  contracts  made  for  purchasing  property  to  be  paid  for  by  the 
issue  of  fully  paid  shares.  A  similar  committee  is  appointed  to 
make  periodical  audits  on  behalf  of  the  stockholders.  In  Britain 
every  corporation  is  compelled  to  prepare  an  annual  balance  sheet 
and  a  statement  of  profit  and  loss,  for  submission  to  the  stock- 
holders at  the  annual  meeting.  The  British  corporation  laws  re- 
quire that  the  balance  sheet  and  profit  and  loss  statement  shall 
be  audited  by  an  independent  public  accountant,  who  must  state 
in  writing  whether  or  not  the  balance  sheet  and  profit  and  loss 
statement  are  correct,  and  whether  or  not  they  show  the  true 
financial  position  of  the  corporation.  These!  auditors  are  liable, 
to  creditors  and  stockholders,  for  any  loss  caused  through  their 
approval  of  any  false  or  misleading  balance  sheets  or  accounts.  Details 
of  the  duties  and  responsibilities  of  auditors  are  given  in  the  sec- 
tion of  this  bjok  dealing  with  the   English  company  laws. 

It  would  seem  advisable  for  the  stockholders  of  American 
corporations  to  require  an  independent  audit  of  the  annual  accounts 
to  be  made  by  a  public  accountant. 

Section  29 — Foreign   Corporations  —  Privilege   of   Doing 
Business  in  Another  State 

Any  corporation  legally  formed  in  any  State,  territory, 
Federal  district,  or  possession  of  the  U.  S.  A.,  under  this  or 
a  substantially  similar  business  corporation  law,  shall  be  en- 
titled to  a  certificate  authorising  it  to  exercise  the  same  powers, 
rights  and  privileges  as  are  granted  to  similar  domestic  cor- 
porations formed  under  this  Act,  provided  the  following  con- 
ditions are  complied  with  : — 

(a)  The  following  documents  must  be  filed  by  the  foreign 
corporation  with  the  Secretary  of  State,  and  with  the 
Clerk  of  the  Coimty  Court  or  the  Recorder  of  the 
district  where  its  principal  place  of  business  within 
the  State  is  situated :  ( 1 )  A  certified  copy  of  its 
certificate  of  incorporation,  (2)  and  of  the  articles 
of  incorporation,  (3)  a  copy  of  its  by-laws,  and  (4) 
a  notice  of  appointment  of  an  agent  in  the  State  upon 
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whom  process  may  be  served  as  a  representative  of 
the  corporation,  such  notice  to  give  the  name  and 
business  address  of  the  agent. 

(b)  All  the  fees,  taxes  and  charges  legally  payable  shall 
be  duly  paid  to  the  State, 

(c)  No  foreign  corporation  applying  for  permission  to 
carry  on  business  in  the  State  shall  be  entitled  to  a 
certificate  if  it  has  the  same  name  or  a  fraudulent 
imitation  of  the  title  of  any  other  corporation  already 
authorized  to  do  business  in  the  State. 

NOTE:— There  is  no  mention  in  this  proposed  law  of  the 
status  of  corporations  formed  abroad,  or  of  their  being  entitled 
to  request  permission  to  carry  on  business.  It  would  seem  to  be 
implied  from  this  section  that  such  alien  corporations  would  be 
treated  in  the  same  way  as  corporations  formed  under  the  laws 
of  another  state  of  the  U.  S.  A.,  provided  that  the  country  where 
the  alien  corporation  had  been  registered  grants  equal  facilities 
to  American  corporations. 

Section  30 — Method  of  Compelling  the  Adoption  of  This 
Uniform  Act  By  Other  States 

No  business  corporation  formed  after  the  date  of  this 
Act  in  any  State,  territory,  Federal  district,  or  possession 
of  the  U.  S.  A.,  under  any  other  law  than  this,  or  a  sub- 
stantially similar  business  corporation  law,  shall  be  entitled 
to  do  business  in  this  State. 

NOTE: — Several  of  the  States  at  present  have  very  lenient 
corporation  laws,  which  permit  promoters  and  directors  to  prac- 
tically use  corporations  for  their  own  personal  enrichment,  and 
give  little  or  no  control  to  the  stockholders  and  creditors.  Un- 
scrupulous promoters  form  new  corporations  under  the  laws  of 
these  States  with  the  intention  of  carrying  on  their  chief  business 
in  another  State,  where  the  corporation  laws  are  more  severe. 

This  proposed  Section  30  would  permit  States  like  New  York, 
in  such  cases,  to  forbid  any  business  to  be  carried  on  in  their 
districts  by  any  corporation  not  organized  under  the  present  prop<j'sed 
Uniform  Corporation  Law,  or  one  with  equally  strict  regulations. 

This  clause  would  not  affect  British,  French,  Belgian,  German 
or  Italian  corporations  from  being  admitted  to  do  business,  be- 
cause the  existing  corporation  laws  of  these  countries  are  much 
more  severe  than  the  present  proposed  Uniform  Corporation  Law 
of  the  U.  S.  A. 
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In  order  to  see  how  comparatively  lenient  these  proposed 
American  laws  are,  the  reader  should  compare  them  with  the 
British  laws,  stated  in  another  chapter. 

Section   31 — Penalty   For   Foreign   Corporations   Carrying 
on  Business  in  the  State  Without  Permission 

Any  foreign  corporation,  or  its  agent,  doing  any  business 
in  this  State,  other  than  interstate  commerce,  without  having 
fulfilled  the  conditions  stated  in  previous  sections  hereof, 
shall  be  liable  to  a  fine  of  not  less  than  $100,  nor  more  than 
$500,  for  each  separate  offence. 

No  such  foreign  corporation  in  default,  nor  its  assignee, 
nor  anyone  claiming  under  such  assignee,  shall  be  able  to 
enter  any  action  in  the  courts  of  this  State  until  they  have 
complied  with  the  requirements  of  this  Act. 

NOTE: — A  corporation  which  has  not  obtained  permission 
to  carry  on  business  in  the  State  cannot  sue  for  debt  in  the  State 
courts,  nor  enforce  its  rights  under  contracts  made  with  persons 
in  the  State. 

A  short  statement  of  what  has  been  held  by  the  various 
courts  to  be  carrying  on  business,  or  not,  is  given  at  the  end 
of  this  chapter. 

Section  32 — Investigation  of  Corporation  Affairs  By  State 
Officials 

The  State  legislature,  or  other  State  authority  empowered 
to  do  so,  may  appoint  a  committee  to  examine  the  affairs  of 
any  domestic  corporation  or  foreign  corporation  which  has 
been  permitted  to  carry  on  business  in  the  State. 

The  directors,  officers  and  stockholders  may  be  examined 
on  oath  and  orders  for  the  production  to  such  committee  of 
all  keys,  books,  papers  and  documents  may  be  obtained  from 
the  courts. 

NOTE: — There  are  seven  States  which  permit  such  State 
examinations  of  business  corporations.  The  power  may  appar- 
ently be  used  without  any  complaint  having  been  made  by  credi- 
tors or  stockholders. 
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There  appears  to  be  no  penalty  provided  in  this  clause  for 
concealing  the  books  and  documents,  or  destroying  them,  or 
removing  them  to  another  State. 

Section  33 — Voluntary  Dissolution  of  the  Corporation 

There  are  three  methods  of  voluntary  dissolution  pro- 
vided by  this  section,  as  follows : — 

(The  order  in  which  they  are  stated  in  the  draft  law  has 
been  changed,  in  order  to  make  the  explanations  clearer.) 

(a)  Whenever  all  the  stockholders  shall  consent,  in  writ- 
ing, to  a  dissolution,  no  meeting  or  notice  thereof 
shall  be  necessary,  but  on  filing  the  said  consent,  in 
the  office  of  the  Secretary  of  State,  he  shall  forth- 
with issue  a  certificate  of  dissolution,  which  shall  be 
published  as  provided  in   Sub-section   (c). 

NOTE: — This  gives  a  quick  method  of  dissolution  for  mer- 
gers, consolidations  or  re-organizations  of  close  corporations. 

(b)  Unless  forbidden  by  the  certificate  of  incorporation, 
a  majority  of  two-thirds  in  value  of  all  the  stock- 
holders entitled  to  vote  may  authorise  a  petition  for 
dissolution  to  be  presented  to  the  court.  After  giving 
notice  to  the  parties  to  appear  at  a  hearing,  the  court 
may  decree   a  dissolution   of  the   corporation. 

NOTE: — The  consent  of  the  directors  does  not  appear  to  be 
necessary  for  this  procedure,  w^hich  may  be  carried  out  by  the 
stockholders  on  their  own  initiative.  This  method  gives  the  ad- 
vantage of  the  support  and  protection  of  the  court  for  the  pro- 
ceedings connected  with  the  dissolution. 

(c)  Whenever  the  directors  shall  consider  it  for  the  bene- 
fit of  the  corporation  that  it  should  be  dissolved,  a 
board  meeting  may  be  called  to  consider  a  resolution 
to  this  effect.  At  least  three  days'  notice  of  such 
meeting  and  of  the  intended  resolution  must  be  given 
to  each  director.  If  a  resolution  for  the  dissolution 
is  passed  by  a  majority  of  the  whole  board  at  such 
meeting,  notice  of  its  adoption  must  be  mailed  to 
every    stockholder    in    the    United    States    within   ten 
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days  after  the  board  meeting.  Also,  an  advertise- 
ment of  such  resolution  must  be  published  within  ten 
days,  in  a  newspaper  of  the  county  where  the  cor- 
poration has  its  chief  office  in  the  State,  and  this 
advertisement  must  be  repeated  once  weekly  for 
three  more  weeks.  The  advertisement  shall  also  give 
notice  of  the  date  of  a  meeting  of  stockholders  to 
be  held  to  consider  such  resolution,  such  meeting  to 
be  at  the  chief  office  of  the  corporation  in  the  State, 
between  10  a.  m.  and  3  p.  m.  on  the  date  named. 
Adjournments  of  the  meeting  may  be  voted  by  a 
majority  in  value,  for  not  less  than  eight-day  in- 
tervals, each  adjournment  must  be  advertised. 

If,  at  the  original  meeting  of  stockholders  or  at  any  ad- 
journment, a  majority  of  two-thirds  in  value  shall  vote  for 
a  dissolution  and  shall  sign  a  resolution  to  that  effect,  this 
resolution  must  be  filed  with  the  Secretary  of  State.  There 
is  to  be  filed  at  the  same  time  a  list  of  the  names  and 
addresses  of  the  directors  and  officers,  certified  by  the  presi- 
dent and  the  secretary  or  treasurer. 

The  Secretary  of  State  will  then  issue  a  certificate  that 
the  consent  of  the  stockholders  has  been  filed.  The  di- 
rectors must  have  this  certificate  advertised  at  least  once 
weekly  for  four  successive  weeks  in  a  newspaper  of  the 
county.  On  the  directors  filing  an  affidavit  of  the  adver- 
tising of  the  certificate  of  dissolution,  the  corporation  shall 
be  thereupon  dissolved  and  the  board  shall  proceed  to  settle 
up  and  adjust  its  business  and  aflfairs. 

NOTE: — Although  slower,  this  procedure  provides  for  full 
publicity  as  regards  the  dissolution,  and  it  gives  ample  notice  to 
all  creditors   to  present  their  claims. 

Section     34 — Dissolution    By    the    Court   —  Involuntary 
(Forced)    Dissolution 

The  Attorney-General  may  maintain  an  action  against 
a  domestic  corporation  in  order  to  procure  a  judgment  for 
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its  dissolution  and  the  forfeiture  of  its  charter  and  fran- 
chise, or  for  the  forfeiture  of  the  license  of  a  foreign  cor- 
poration to  do  business  within  the  State. 

A  similar  action  may  be  maintained  by  any  stockholder 
or  creditor,  on  proof  being  given  to  the  court  that  the 
Attorney-General  has  failed  to  commence  any  action  within 
30  days  after  a  verified  statement  of  the  grounds  for  such 
action  has  been  submitted  to  him. 

The  following  are  the  causes  for  which  such  action  may 
be  maintained : — 

(1)  The  insolvency  of  the  corporation;  the  proof  of  it 
being  a  judgment  or  decree  in  insolvency  proceed- 
ings, or  evidence  that  an  execution  could  not  be 
levied  through  the  corporation  having  no  available 
property. 

(2)  Where  the  corporation  has  suspended  its  ordinary 
business  for  one  year  or  longer. 

(3)  Where  it  has  taken  part  in  an  illegal  combination 
in  restraint  of  trade. 

(4)  Where  the  corporation  has  become  liable  to  be  dis- 
solved, through  some  neglect  of  legal  requirements 
or  through  violations  of  regulations,  the  following 
being  examples  of  the  reasons  for  forfeiture  of  a 
charter : — 

Non-Performance : 

(a)  Failure  to  organize  a  corporation  within  the  period 
allowed  by  law. 

(b)  Failure  to  commence  business  within  the  time 
allowed  by  law. 

(c)  Failure  to  continue  to  carry  on  business. 

(d)  Failure  to  elect  directors  and  officers. 

(e)  Failure  to  establish  or  to  maintain  a  place  of  busi- 
ness within  the  State. 

Wrongful  Acts: 

(f)  Neglect  to  observe  the  essential  conditions  required 
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before  a  corporation  may  be  legally  granted  a  char- 
ter or  license. 

(g)  Neglect  to  perform  acts  required  after  the  charter 
has  been  granted  (domestic  corporations)  or  the 
license  to  trade  has  been  given  (foreign  corpora- 
tions). 

(h)  Doing  any  acts  expressly  forbidden  by  the  corpora- 
tion laws;  for  example,  doing  things  forbidden  by 
the  Anti-Trust  Laws. 

(i)    Neglect  to  pay  annual  corporation  fees  and  taxes. 

(j)    Neglect  to  make  annual  reports  or  to  file  them. 

(k)   Continuing  business  while  insolvent. 

Section  35 — Effect  of  Dissolution 

(1)  The  existence  of  a  corporation  dissolved  under  this 
act  shall  be  as  completely  at  an  end  as  if  the  period  allowed 
for  its  existence  by  its  charter  had  expired. 

(2)  Whether  the  charter  has  expired  or  the  dissolution 
has  arisen  from  any  other  cause,  the  power  of  the  corpora- 
tion to  carry  on  business  ceases  from  the  date  of  dissolu- 
tion. It  exists  afterwards  only  for  the  purpose  of  settling 
its  affairs,  and  when  this  is  done  its  life  ends.  In  order 
to  settle  its  affairs,  the  corporation  may  prosecute  and  de- 
fend actions,  sell  and  transfer  its  property,  pay  off  mort- 
gages, collect  outstanding  debts,  pay  its  creditors  and  bond- 
holders in  full,  if  solvent  (or  so  far  as  its  funds  will  allow 
if  insolvent),  pay  all  fees  and  expenses  of  the  liquidation 
and  divide  any  surplus  amongst  the  stockholders,  taking 
into  account  the  preference  given  by  the  articles  to  any 
class  of  preferred  or  other  shares  as  regards  repayment 
of  capital. 

(3)  Where  one  or  more  classes  of  shares  are  only  partly 
paid,  and  there  is  likely  to  be  no  surplus  for  division 
amongst  the  stockholders  of  that  class,  the  unpaid  portions 
due  on  the  shares  may  be  collected.     Where  there  is  likely 
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to  be  a  surplus  to  divide  amongst  the  stockholders  of  that 
class,  the  amounts  unpaid  may  be  deducted  from  the  sums 
apportioned  for  repayment  of  capital. 

(4)  On  the  dissolution  of  a  corporation,  in  any  manner, 
the  directors  shall  be  its  trustees  for  the  purpose  of  settling 
its  affairs  and  with  full  powers  to  do  such  things  as  may 
be  necessary.  They  shall  have  power  to  meet  and  act  in 
accordance  with  the  by-laws,  or  under  regulations  to  be 
made  by  a  majority  of  the  trustees.  They  may  fix  any 
conditions  for  the  sale  of  the  property  of  the  corporation, 
and  may  sell  all  or  any  portion  of  it  for  cash,  or  for  part 
credit  and  part  cash  or  for  part  mortgages  or  bonds. 

NOTE: — Sales  of  property  entirely  on  credit  are  not  allowed 
by  this  sub-section. 

(5)  The  directors,  as  trustees,  shall  have  power  to  use 
the  name  of  the  corporation  in  taking  possession  of,  or 
suing  for,  any  debts  or  property  of  the  corporation. 

They  may  be  sued  either  as  trustees  for  the  corporation, 
or  in  their  own  names,  or  as  separate  trustees,  by  any 
creditors  of  the  corporation,  and  they  shall  be  jointly  and 
separately  responsible  for  the  corporation  debts  to  the 
amount  of  the  moneys  and  property  of  the  corporation 
which  they  shall  receive  as  trustees. 

(6)  When  any  corporation  shall  be  dissolved,  in  any 
manner  whatever,  a  state  court  having  jurisdiction  may,  on 
the  application  of  any  stockholder  or  creditor,  either  con- 
tinue the  directors  as  trustees,  or  may  appoint  one  or  more 
persons  to  be  receivers  of  the  corporation,  to  take  charge 
of  its  estate  and  effects,  to  collect  its  debts  and  property, 
and  with  power  to  prosecute  or  defend  all  necessary  suits 
either  in  the  name  of  the  corporation  or  otherwise.  The 
receivers  may  appoint  agents  and  do  all  such  things  as  may 
be  required  for  the  final  settlement  of  the  affairs  of  the 
corporation.  The  court  may  continue  the  powers  of  the 
trustees  or  receivers  for  so  long  as  it  may  deem  necessary. 
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Section  36 — Rights  of  Creditors  and  Stockholders  to  Peti- 
tion the  Court  For  Appointment  of  Trustee  or 
Receiver 

Whenever  a  corporation  shall  become  insolvent,  or  shall 
suspend  its  ordinary  business  for  want  of  funds  to  carry  it 
on,  any  creditor  or  stockholder  may  petition  the  court  for 
a  writ  of  injunction  and  for  the  appointment  of  receivers 
or  trustees. 

NOTE: — After  notice  of  the  petition  has  been  given  to  the 
corporation,  to  permit  of  a  reply  on  its  behalf,  the  court  con- 
siders the  facts  stated  in  the  affidavits  of  the  petitioner  and  the 
corporation  and,  if  satisfied  that  the  corporation  is  insolvent  and 
cannot  safely  or  profitably  continue  its  business,  the  court  may 
issue  an  injunction.  This  v^^ill  have  the  effect  of  forbidding  the 
corporation  and  its  directors,  officers,  and  agents  to  carry  on  any 
further  business,  receive  or  pay  debts,  or  transfer  or  dispose  of 
any  assets,  except  under  the  direction  of  and  through  the  receiver 
appointed  by  the  court,  until  the  court  makes  a  further  order. 

Section  37 — Powers  of  a  Receiver  Appointed  By  the  Court 

At  the  time  of  ordering  the  injunction,  the  court  may 
appoint  a  receiver  or  receivers,  or  trustees  for  the  creditors 
and  stockholders  of  the  corporation,  with  full  power  to 
collect,  take  and  sue  for  all  of  its  assets,  lands,  rights  and 
books  and  papers.  The  receivers  or  trustees  may  com- 
pound with  creditors  on  such  terms  as  they  may  consider 
fair  and  equitable,  and  they  may  allow  set-olTs  in  the  case 
of  mutual  dealings  with  the  corporation.  The  receivers  or 
property  and  shall  hold  all  proceeds,  to  be  disposed  of  as 
trustees  shall  also  have  power  to  sell  and  transfer  any 
the  court  may  order. 

A  debtor  who  shall  have  paid  his  debt  to  the  corpora- 
tion without  notice  of  insolvency,  and  in  good  faith,  shall 
not  be  liable  for  any  further  payment. 

Section  38 — A  Receiver  Must  Give  Bond  and  Take  Oath 
on  Appointment 

Before   acting,   a   receiver   must  give  a   bond   for  such 
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amount  as  the  court  may  fix.    He  must  also  take  and  sign 
the  following  oath: — 

"I,    ,  do  swear   (or   affirm)   that  I 

will   faithfully,  honestly  and   impartially   execute   the 
powers  and  trusts  imposed  in  me  as  receiver  for  the 

creditors  and  stockholders  of  the  ( 

Corporation),  and  that  without  fear  or  affection.'* 

This  oath  or  affirmation  shall  be  filed  in  the  office  of  the 
Clerk  of  the  district  court  within  ten  days  after  being 
sworn. 

Section  39 — Property  Vests  in  Receiver  By  Reason  of  His 
Appointment 

The  title  to  all  the  real  and  personal  property  of  the 
corporation,  wherever  situated,  together  with  all  rights  and 
franchises,  shall  vest  in  the  receiver  by  reason  of  his  ap- 
pointment by  the  court.  The  corporation  becomes,  at  the 
same  time,  dispossessed  of  all  its  property. 

Section  40 — Receiver  May  Be  Discharged  and  Property  and 
Rights  Restored  To  the  Corporation,  If  Solvent. 

Following  the  appointment  of  a  receiver,  if  there  is 
sufficient  capital  remaining,  after  payment  of  all  debts,  to 
permit  the  business  to  be  carried  on,  or  if  sufficient  capital 
can  be  obtained,  the  court  may  exercise  its  discretion  as 
to  dissolving  the  corporation  or  allowing  it  to  resume  busi- 
ness. If  the  court  decides  to  permit  the  corporation  to 
resume  its  business,  it  may  order  the  receiver  to  re-transfer 
to  it  all  its  remaining  property  and  franchises.  The  cor- 
poration may  then  deal  with  its  property  and  franchises 
in  the  same  way  as  if  no  receiver  had  been  appointed. 

Section  41 — ^This  Act  To  Be  Interpreted  Uniformly  By  the 
States  Adopting  It 

This  Act  shall  be  interpreted  with  the  view  of  arriving 
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at  a  uniform  law  and  procedure  in  all  those  states  which 
adopt  it. 

NOTE: — The  Act  may  be  adopted  by  an  Act  of  the  State 
legislature  consenting-  to  the  uniform  law  replacing  former  State 
laws  on  the  same  subject.  Other  uniform  laws  which  have  been 
adopted  by  various  States  are  those  dealing  with  sales  of  goods, 
bills  of  lading  and  transfers  of  stock. 

Section  42 — Cases  Not  Provided  For  By  This  Act 

In  any  case  not  provided  for  in  this  Act,  the  rules  of 
law  and  equity  shall  apply. 

Section  43 — Definitions 

Capital  Stock:  The  aggregate  amount  of  the  funds  to 
be  combined  for  doing  business  under  the  charter  of  a  cor- 
poration. 

Cumulative  Voting:  By  this  method  of  voting  each 
stockholder  is  entitled  to  as  many  votes  as  shall  equal  the 
number  of  shares  he  holds,  multiplied  by  the  number  of 
directors  to  be  elected.  He  may  cast  all  these  votes  for 
one  director  or  distribute  them  amongst  any  two  or  more. 
As  an  example,  if  a  stockholder  has  ten  shares  and  there 
are  five  directors  to  be  elected,  he  is  entitled  to  fifty  votes, 
10  X  5.  The  whole  fifty  votes  may  be  cast  for  one  director, 
or  they  may  be  divided  amongst  two  or  more  directors. 
Cumulative  voting  permits  minorities  to  elect  at  least  one 
director  to  protect  their  interests;  the  minority  by  agree- 
ment amongst  themselves  giving  all  their  votes  for  their 
own  special  candidate  and  none  to  any  of  the  others. 

Creditor:  One  who  has  a  legal  right  to  demand,  now  or 
at  some  future  time,  the  performance  of  some  obligation 
or  contract,  or  the  payment  of  money,  by  a  corporation. 

Domestic  Corporation:  One  formed  under  the  laws  of 
this  State,  or  one  formed  under  the  laws  of  the  United 
States  and  located  in  this  State.  Every  other  corporation 
is  a  "foreign  corporation." 

Fair  Cash  Value  of  a  Property :  This  is  the  price  which 
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honest  and  impartial  men  would  reasonably  have  paid  for 
the  property  in  question,  at  the  time  it  was  sold. 

Incorporator:  One  of  the  subscribers  of  the  articles  of 
incorporation,  and  consequently  a  subscriber  for  one  or 
more  shares  of  capital  stock. 

Share  of  Stock:  The  right  of  the  owner  of  a  share  to 
vote  for  the  appointment  of  directors  and  managers,  to 
receive  a  part  of  the  profits  in  proportion  to  the  shares 
he  holds,  and  to  receive  the  proportionate  part  of  the  sur- 
plus assets  of  the  corporation,  after  all  creditors,  bond 
holders  and  expenses  of  liquidation  have  been  paid. 

Stockholder:  The  owner  of  one  or  more  shares  of  capi- 
tal stock. 

Carrying  on  Business :  The  doing  of  any  business  within 
a  State  which  is  not  strictly  interstate  commerce. 

NOTE: — In  the  section  dealing  specially  with  foreign  corpora- 
tions, examples  are  given  of  definitions  by  the  courts  of  what  is 
and  what  is  not  "carrying  on  business"  in  another  State. 

Section  4-1 — Earlier  Inconsistent  Acts  Repealed 

All  Acts,  or  parts  of  Acts,  inconsistent  with  this  Act  are 
hereby  repealed. 

Section  45 — Time  When  Act  Takes  Effect 

This  Act  shall  come  into  operation  on  the 

day  of ,  One  Thousand  Nine  Hundred 

and 

Section  46— Name  of  This  Act 

This  Act  may  be  cited  as  the  "Uniform  Business  Cor- 
poration Act." 


Summary   of  Laws    of  All   the 

American  States  Respecting 

Foreign  Business 

Corporations 

Foreign  Corporations ;  How  Defined 

The  laws  of  the  various  states  of  the  U.  S.  A.  divide 
corporations  into  domestic  and  foreign  corporations. 

The  best  description  of  a  foreign  corporation  is  that  it 
is  a  corporation  incorporated  under  the  laws  of  any  other 
state,  territory,  or  foreign  country. 

Corporations  Required  to  Register  as  Foreign  Corporations 
Foreign  corporations  need  to  be  registered  in  all  states 
where  they  intend  to  carry  on  business.  A  definition  of 
what  amounts  to  carrying  on  business  is  given  in  another 
section  of  this  book. 

Corporations  Which  Need  Not  Register  as  Foreign  Cor- 
porations 

Several  of  the  states  specifically  exempt  from  the  for- 
eign corporation  laws  those  foreign  companies  which  are 
not  trading  or  manufacturing  concerns,  but  are  engaged  in 
interstate  commerce. 

Examples  of  these  are :  Railroads,  express  and  telegraph 
companies,  ferry  companies,  common  carriers  and  insurance 
companies. 

A  few  of  the  states  exempt  national  banks,  trust  com- 
panies, building  and  loan  associations  and  investment  com- 
panies from  the  regulations  of  the  business  corporation 
laws,  because  they  are  subject  to  other  special  laws. 

93 
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Name  of  Corporation;  Prohibition  of  Copying 

Most  of  the  states  refuse  to  issue  a  trading  license  to 
any  corporation  which  has  a  name  so  like  that  of  another 
corporation,  carrying  on  business  in  the  state,  as  to  be 
likely  to  deceive  the  public. 

Proof  Required  of  Legal  Incorporation  of  a  Foreign  Com- 
pany. 

A  foreign  corporation  to  which  a  trading  license  is 
issued  by  a  state  is  by  that  means  recognized  as  a  legally 
formed  corporation.  Therefore,  before  any  other  state  will 
issue  a  trading  license,  it  is  natural  that  evidence  of  legal 
incorporation  shall  be  required.  The  usual  official  to  whom 
this  proof  must  be  given  is  the  Secretary  of  State;  seven 
states  do  not  ask  for  this  proof. 

In  addition  to  the  state  registration,  local  registration 
is  required  to  be  made,  either  in  the  district  where  the 
principal  place  of  business  is  situated  or  in  each  county 
where  there  is  a  business  place.  The  usual  official  to  record 
a  trading  license  for  the  county  is  the  Clerk  of  the  County 
Court,  or  the  Registrar  of  Deeds. 

Documents  to  Be  Filed 

A  certified  copy  of  the  charter  or  articles  of  incorpora- 
tion is  required  by  almost  all  the  states,  but  the  require- 
ments for  certification  differ.  Generally,  this  document 
must  be  certified  under  seal  by  the  Secretary  of  the  State 
where  the  corporation  was  incorporated,  but  some  states 
require  the  certification  to  be  made  under  oath,  by  the 
president  and  treasurer  or  other  officials  of  the  company. 

Arizona  and  New  Mexico  also  require  a  certified  copy 
of  the  articles  of  incorporation  to  be  advertised  in  local 
newspapers. 

The  by-laws  of  the  corporation  are  also  required  to  be 
filed,  acording  to  the  laws  of  five  states. 
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Notices  to  Be  Filed 

A  foreign  corporation  wishing  to  carry  on  business  in 
a  state  must,  in  theory,  become  a  legal  resident  of  that  state 
by  having  an  address  there  from  which  it  carries  on  busi- 
ness. For  this  reason,  it  is  necessary  for  a  foreign  cor- 
poration to  file  a  notice  of  the  address  of  its  place  of  busi- 
ness within  the  state.  If  it  carries  on  business  at  several 
places,  the  address  to  be  given  is  that  of  the  principal  of- 
fice from  which  the  management  is  conducted. 

This  address  is  usually  required  to  be  filed  with  the 
Secretary  of  State.  There  are  16  states  which  require 
foreign  corporations  to  file  a  notice  of  their  place  of  busi- 
ness within  the  state. 

Agent 

The  Federal  Courts  have  the  sole  power  to  decide 
actions  between  citizens  of  different  states  and  their  judg- 
ments are  effective  in  all  the  states.  Each  state  has  its 
own  courts  of  law,  but  their  authority  does  not  extend  be- 
yond the  boundaries  of  their  own  state  and  they  can  only 
deal  with  disputes  between  their  own  citizens.  In  order 
that  action  may  be  taken  in  the  state  courts  against  a  for- 
eign corporation,  it  is  necessary  for  it  to  become  a  citizen, 
by  having  some  duly  appointed  representative  within  the 
state,  so  that  summonses  and  legal  notices  may  be  served 
on  the  corporation  through  him. 

The  method  of  reaching  this  result  is  to  have  the  foreign 
corporation  formally  appoint  an  agent  in  the  state,  who 
shall  have  power  to  accept  service  of  writs  and  legal  no- 
tices on  behalf  of  the  foreign  corporation. 

It  is  generally  required  that  the  certificate  of  appoint- 
ment, or  the  power  of  attorney  giving  the  authority  to  the 
agent,  shall  be  filed  with  the  Secretary  of  State ;  this  is 
the  regulation  in  32  states ;  the  others  require  the  filing 
to  be  made  with  corporation  commissioners  or  other  of- 
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ficials.  New  York  requires  the  document  of  appointment 
to  be  in  the  English  language,  and  to  be  accompanied  by 
the  written  acceptance  of  the  appointment  by  the  agent. 

No  agents  are  required  to  be  appointed  in  Florida,  Geor- 
gia, Iowa,  Mississippi,  Missouri,  South  Carolina,  Texas  or 
Tennessee. 

The  agent  is  generally  required  to  reside  in  the  state; 
in  many  cases  he  must  be  a  citizen  of  the  state.  Other 
states  require  the  foreign  corporation  to  appoint  the  Secre- 
tary of  State  or  Commissioner  of  Corporations  to  be  the 
legal  agent  of  the  company  within  the  state  for  the  purpose 
of  receiving  writs  and  legal  notices.  A  few  states  require 
that  the  agent  shall  reside  at  the  place  of  business  of  the 
corporation,  but  probably  this  requirement  is  not  strictly 
observed. 

Service  of  Legal  Notices  on  a  Foreign  Corporation 

A  few  of  the  states  require  the  written  consent  of  the 
appointed  agent  to  the  service  of  legal  notices  on  him  for 
the  foreign  corporation,  while  other  states  require  the 
formal  consent  of  the  corporation  to  notices  being  served 
on  its  agent  within  the  state,  or  a  formal  acceptance  of  the 
jurisdiction  of  the  state  courts  over  its  business  transac- 
tions within  the  boundaries  of  the  state. 

Other  Documents  to  Be  Filed 

The  usual  requirements  are  that,  before  commencing 
business  in  the  state,  a  foreign  corporation  shall  file:  (1) 
a  certified  copy  of  its  articles  of  incorporation  or  of  its 
charter;  (2)  a  copy  of  the  by-laws;  (3)  the  address  of  its 
place  of  business  within  the  state ;  and  (4)  the  appoint- 
ment of  an  agent,  stating  his  name  and  address. 

The  other  requirements  are  usually  the  furnishing  of 
such  information  as  will  enable  the  state  authorities  to 
learn  the  amount  of  taxation  which  can  be  fairly  charged 
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in  the  state  on  the  annual  profits,  and  on  the  capital  used 
in  the  state  by  the  foreign  corporation.  These  require- 
ments are  as  follows: — 

Authorized  Capital  Stock 

About  one-half  of  the  states  require  that  a  foreign  cor- 
poration, applying  for  a  license  to  trade,  shall  file  a  state- 
ment showing  its  total  authorized  capital,  amount  sub- 
scribed, total  paid  up,  and  the  quantity  and  par  values  of 
the  shares.  Texas  requires  that  the  capital  paid  in  (in 
cash),  shall  be  at  least  $100,000,  or  that  50%  of  the  total 
authorized  capital  shall  have  been  subscribed  and  at  least 
10%  paid  in. 

Capital  Employed  in  the  State,  or  Property  Used 

Statements  of  the  amounts  of  capital  used  for  trading 
in  the  state  are  required  for  the  purpose  of  levying  state 
taxes.  In  order  to  check  these  statements,  some  states  re- 
quire detailed  balance  sheets  to  be  filed,  showing  sepa- 
rately the  assets  and  liabilities  of  the  corporation  inside 
and  outside  the  state,  whether  any  property  in  the  state  is 
mortgaged,  and  to  what  extent. 

A  few  of  the  states  require  separate  statements  of  the 
profits  made  on  the  business  done  in  the  state. 

Names  and  Addresses  of  Directors,  Stockholders  &c. 

About  one-fourth  of  the  states  require  the  filing  of  the 
names  and  addresses  of  all  the  chief  officers  of  the  corpora- 
tion, i  e.,  the  president,  treasurer,  secretary,  and  the  whole 
of  the  directors. 

Maryland,  Oklahoma  and  Illinois  require  lists  to  be 
filed,  showing  the  names,  addresses  and  holdings  of  all  the 
stockholders  of  the  foreign  corporation. 
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Other  Details  to  Be  Filed 

The  nature  of  the  business  to  be  carried  on  is  generally 
shown  by  the  articles  of  incorporation,  but  about  one-fourth 
of  the  states  require  a  separate  statement  to  be  made  of  this. 

Maine  and  Massachusetts  require  the  date  of  the  annual 
meeting  to  be  stated. 

Illinois  and  Indiana  require  a  declaration  as  to  whether 
the  foreign  corporation  intends  to  carry  on  business  in  any 
other  state. 

Texas  and  Wisconsin  require  an  affidavit  that  the 
foreign  corporation  has  no  connection — direct  or  indirect — 
with  any  combination  or  trust  for  the  restraint  of  trade. 

A  formal  acceptance  of  the  constitution  and  regulations 
of  the  state  by  the  foreign  corporation  is  required  in  seven 
states. 

Certification  By  Foreign  Corporation  of  Documents  Pre- 
sented for  Filing 

About  one-half  of  the  states  require  a  foreign  corpora- 
tion to  certify,  under  oath,  through  its  principal  officers,  any 
statement  presented  for  filing.  All  the  states  except  two  re- 
quire the  formalities  to  be  fulfilled  before  the  trading  license 
is  issued  to  a  foreign  corporation.  South  Carolina  allows  30 
days  after  commencing  business,  and  Wyoming  allows  90 
days,  for  filing. 

Doing  Business 

Only  four  states  have  defined  this  term  in  their  corpora- 
tion laws.  Kansas  defines  it  as  having  a  place  of  business 
to  which  goods  are  sent  to  a  resident  agent  for  distribution. 

The  legal  decisions  of  several  state  courts  as  to  what 
constitutes  "carrying  on  business"  are  given  in  another  part 
of  this  section. 
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Limitation  of  Kind  of  Business 

The  various  states  generally  refuse  to  license  any  for- 
eign corporation  to  do  the  kinds  of  business  which  their 
domestic  corporations  are  forbidden  to  do. 

Regulations    Applying    to    Domestic   Corporations   Apply 
Also  to  Foreign  Corporations 

Where  there  are  no  statements  to  the  contrary  in  the 
law  of  business  corporations  of  the  separate  states,  it  is  the 
rule  that  all  foreign  corporations  to  which  licenses  to  trade 
are  granted  have  the  same  privileges,  and  are  subject  to  the 
same  regulations  and  restrictions,  and  must  pay  the  same 
fees,  franchise  taxes  and  state  income  tax,  as  domestic 
corporations. 

The  intention  is  that  the  foreign  corporation  which  is 
admitted  to  trade  should  be  subject  to  the  same  state  con- 
trol, be  as  responsible  for  its  contracts,  and  contribute  the 
same  sum  to  the  state  revenue,  as  if  it  had  been  incorpo- 
rated in  the  state. 

It  has  been  held  that  a  corporation,  formed  in  a  state 
which  grants  large  powers,  has  only  the  same  restricted 
powers  as  a  domestic  corporation  in  a  state  which  imposes 
more  severe  control. 

As  an  example  a  Colorado  court  decision  held  that  the 
license  granted  in  that  state  to  a  foreign  corporation  would 
expire  in  20  years,  which  was  the  limit  of  existence  of  a 
domestic  corporation  although  the  term  granted  to  the 
foreign  corporation  by  its  home  state  was  longer. 

From  this  it  would  appear  that  a  foreign  corporation, 
formed  in  a  state  with  lenient  corporation  laws  (like  Dela- 
ware), and  which  carries  on  business  in  a  state  like  New 
York  (which  has  stricter  corporation  laws),  would  be 
found,  on  the  question  being  legally  contested,  to  have  no 
greater  measure  of  freedom  in  New  York  State  than 
domestic  corporations  there. 
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At  present  there  is  a  practice  of  incorporating  companies 
in  the  states  offering  the  most  lax  provisions  and  charging 
the  lowest  fees,  the  business  being  intended  to  be  carried 
on  permanently  in  other  states. 

Retaliatory  Statutes 

In  connection  with  this  subject  it  may  be  mentioned  that 
several  states  have  retaliatory  statutes  (which  have  been 
held  to  be  lawful),  providing  that  foreign  corporations  shall 
be  subject  to  the  same  restrictions  and  penalties  as  are 
imposed  on  domestic  corporations  of  those  states  seeking 
to  do  business  in  the  states  where  the  foreign  corporations 
were  incorporated. 

These  statutes  were  aimed  specially  at  foreign  insurance 
companies  only,  but  they  may  be  easily  applied  to  business 
corporations. 

There  are  three  states,  i.  e.,  Delaware,  New  Jersey,  and 
Nevada,  which  provide  by  their  laws  that  where  corpora- 
tions formed  under  their  laws  are  subjected  in  any  other 
state  to  greater  fees,  taxes,  licenses,  penalties  and  other 
obligations  than  are  imposed  on  foreign  corporations 
formed  in  other  states,  then  the  same  special  discrimination 
may  be  used  against  foreign  corporations  formed  in  those 
other  states. 

Briefly,  this  means  that  a  few  of  the  states  say,  in  effect, 
that  if  their  domestic  corporations  are  subjected  to  excep- 
tional taxation  or  penalties  in  other  states,  then  the  same 
treatment  shall  be  given  to  the  corporations  of  those  other 
states. 

Initial  License  Fee 

All  the  states  require  an  initial  license  fee  to  be  paid  by 
foreign  corporations,  except  District  of  Columbia,  Georgia, 
Kentucky,  Louisiana,  New  Hampshire  and  Rhode  Island. 
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There  is  no  uniform  basis  for  fixing  this  fee,  but  there 
are  two  general  methods:  (1)  to  tax  the  whole  of  the 
authorized  capital  stock;  (2)  to  tax  the  amount  of  capital 
used  in  the  state,  this  amount  being  ascertained  by  the 
sworn  statement  of  the  officials  of  the  foreign  corporation. 
Generally,  the  foreign  corporation  pays  a  license  fee  at  the 
same  rate  as  is  charged  for  the  incorporation  of  a  domestic 
corporation. 

Fees  Charged  by  the  Various  States 

These  are  stated  in  full  detail  in  the  section  of  this  book 
dealing  alphabetically  with  the  requirements  of  the  various 
states  as  to  the  registration  of  foreign  corporations. 

Issue  of  Licenses  to  Foreign  Corporations 

About  three-fourths  of  the  states  issue  a  license  to  the 
foreign  corporation  authorizing  it  to  carry  on  business  in 
that  state.  In  the  other  states,  no  formal  permission  is 
given,  the  liberty  to  trade  being  implied  from  the  payment 
of  the  fees  and  the  fulfilment  of  the  filing  requirements. 

Duration  of  License 

In  about  one-half  of  the  states,  the  existence  of  foreign 
corporations  is  not  limited  by  the  state  laws,  but  failure  to 
pay  annual  fees,  and  to  make  the  annual  reports  required, 
involves  the  cancelment  of  the  license. 

A  foreign  corporation  in  such  a  case  would  have  to 
again  pay  the  initial  license  fee  and  apply  a  second  time 
for  a  trading  license. 

License  to  Trade  Not  Necessary  for  Suing 

A  foreign  corporation  which  has  been  engaged  solely  in 
interstate  trade  does  not  need  to  take  out  a  trading  permit 
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or  license  before  suing  a  citizen  of  another  state,  either  on 
a  contract  or  for  money. 

In  such  a  case  the  state  court  would  accept,  as  evidence 
of  the  incorporation  of  the  plaintiff,  a  copy  of  the  articles 
of  incorporation,  certified  by  the  Secretary  of  State  of  the 
state  of  issue. 

Penalties  for  not  Complying  with  Regulations 

A  foreign  corporation  which  enters  a  state  with  the 
clear  intention  of  doing  business  there,  is  liable  to  penalties 
if  it  fails  to  file  its  articles  of  incorporation  and  the  state- 
ments required,  and  if  it  also  fails  to  pay  the  necessary  fees. 
The  most  effective  penalty  is  that  of  refusing  to  allow  the 
foreign  corporation  to  use  the  state  courts  for  suing,  and 
to  forbid  it  the  right  to  defend  actions,  until  it  has  complied 
with  the  state  regulations.  Some  of  the  states  declare  to  be 
void  all  transfers  of  property  to  a  foreign  corporation  which 
is  not  registered  in  the  state,  but  which  should  be  reg- 
istered. The  states  have  not  in  fact  the  legal  power  to 
declare  that  any  contract  shall  be  void  if  made  between 
its  own  citizens  or  domestic  corporations  and  the  citizens 
or  corporations  of  another  state.  But  all  the  states  have 
the  right  to  declare  that  where  they  have  made  regulations 
for  foreign  corporations  doing  business  in  their  districts, 
have  imposed  fees  and  made  regulations  for  the  granting 
of  permission  to  do  business,  then  no  foreign  corporation 
shall  evade  payment  of  the  fees  and  compliance  with  the 
laws,  and  at  the  same  time  appeal  to  the  state  courts  for 
assistance  in  claims  against  its  citizens. 

Another  penalty  imposed  in  a  few  states  is  to  keep  the 
Statute  of  Limitations  suspended  against  the  foreign  cor- 
poration in  default,  which  means  that  there  shall  be  no 
end  to  the  period  of  time  within  which  the  foreign  corpora- 
tion shall  be  liable  to  be  sued  in  the  state  courts  for  claims 
on  contracts  or  for  payment  of  debts. 
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Money  and  Imprisonment  Penalties 

There  are  very  heavy  fines  imposed  by  most  of  the 
states  on  foreign  corporations  vi^hich  try  to  evade  the  re- 
quirements as  to  filing  statements  and  paying  license  fees. 

In  addition  to  this,  some  of  the  states  make  the  resident 
agents  of  such  foreign  corporations  personally  liable  on  all 
the  contracts  made  vi^ithin  the  state  by  the  foreign  corpora- 
tion, whether  for  payment  of  money  or  performance  of 
work.  At  the  same  time  they  refuse  to  the  foreign  corpora- 
tion any  rights  to  enforce  contracts  made  in  its  favor,  such 
as  the  right  to  claim  payment  for  goods  supplied. 

About  one-half  of  the  states  also  impose  a  criminal  lia- 
bility on  any  resident  agent  who  shall  act  for  a  foreign 
corporation  which  has  not  complied  with  the  state  laws. 
Such  an  agent  is  liable  both  to  heavy  fines  and  to  periods  of 
imprisonment. 

Annual  Reports  to  Be  Made  by  Foreign  Corporations 

Most  of  the  states  require  that  all  foreign  corporations 
shall  file  annual  reports  in  the  state,  whether  their  articles 
of  incorporation  require  them  to  do  so  or  not. 

The  information  to  be  given  is  usually  set  out  in  the 
corporation  laws  of  each  state ;  in  many  cases  special  forms 
are  supplied  by  the  Secretary  of  State  or  other  official,  on 
which  the  information  required  is  to  be  given  by  the  of- 
ficers of  the  corporation  and  certified  under  oath. 

The  reasons  for  requiring  these  reports  are  chiefly:  (1) 
so  that  the  state  tax  officials  may  have  the  requisite  details 
to  enable  them  to  levy  the  annual  franchise  or  license  fees 
on  the  corporation;  (2)  to  provide  financial  details  for  as- 
sessing the  corporations  for  state  income  tax;  (3)  to  obtain 
the  details  for  assessing  taxes  on  real  and  personal  property 
held  within  the  state;  (4)  to  check  the  management  and 
financial  position  of  the  corporation,  with  a  view  to  pro- 
tecting creditors  in   the  state;  and    (5)    by  requiring  the 
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annual  balance  sheets  and  accounts  of  profit  to  be  recorded 
(and  so  made  open  for  public  inspection)  to  afford  a  means 
by  which  merchants  within  the  state  may  judge  of  the 
credit  to  be  granted  to  the  foreign  corporation. 

The  following  are  the  details  generally  required  to  be 
stated  in  the  annual  reports : — 

Incorporation  Details.  About  one-half  of  the  states  spe- 
cially require  that  the  name  of  the  corporation  shall  be 
stated,  and  require  the  name  of  the  state  or  country  of 
incorporation  to  be  indicated.  Generally,  the  principal  place 
of  business,  both  within  the  state  and  in  the  state  or  country 
of  incorporation,  must  be  given. 

Capital  Stock.  The  particulars  usually  required  are  the 
total  authorized  capital,  amounts  issued  of  each  class  of 
share,  and  the  amounts  paid  in  by  cash  or  property.  For 
taxation  purposes,  corporations  are  also  required  to  give 
the  average  cash  value  (market  value)  of  the  shares  of  each 
kind  during  the  past  year. 

Capital  and,  Property  Used  in  the  State.  Details  are 
required  also  of  the  proportion  of  capital  stock  used  for 
carrying  on  business  in  the  state,  and,  in  order  to  check 
this,  particulars  must  be  given  of  all  real  estate  and  per- 
sonal property  inside  and  outside  of  the  state,  with  figures 
of  the  amounts  at  which  they  have  been  assessed  for  local 
taxation. 

Missouri  requires  the  annual  report  to  state  the  amounts 
of  city,  county  and  state  taxes  paid  each  year  by  the  cor- 
poration. 

Balance  Sheet  and  Account  of  Profits.  These  state- 
ments are  generally  required  from  all  domestic  and  foreign 
corporations,  but  several  states  expressly  provide  that  the 
real  and  personal  properties  and  accounts  receivable  must 
be  stated  in  full  detail,  showing  where  they  are  situated, 
inside  or  outside  the  state,  together  with  their  cash  values. 

A  few  states  require  full  details  of  all  liabilities  in  order 
to  prevent  the  hiding  of  profits  by  including  fictitious  lia- 
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bilities  in  the  balance  sheet,  and  in  order  also  to  secure 
observance  of  the  regulation  that  a  corporation  shall  not 
have  liabilities  exceeding  its  paid  in  capital. 

Other  states  require  the  amount  of  bonds  issued  to  be 
shown  in  detail. 

The  regulations  do  not  usually  require  more  details 
than  a  competent  public  accountant  would  give  when  pre- 
paring annual  balance  sheets  and  statements  of  profit  and 
loss. 

Arizona,  Louisiana,  Missouri,  New  York  and  Texas 
require  statements  of  the  earnings  of  the  corporation,  and 
the  dividends  paid,  during  the  year  previous  to  the  date  of 
the  annual  report. 

New  Hampshire  requires  particulars  of  any  assess- 
ments made  during  the  year  on  stockholders,  and  the  total 
amounts  paid  in  for  each  assessment. 

Business  Done.  As  regards  the  details  required  for 
levying  state  taxes,  some  of  the  southern  and  western  states 
ask  for  returns  of  the  total  amount  of  business  done  within 
the  state. 

Colorado,  Illinois  and  North  Dakota  require  a  state- 
ment that  the  business  is  being  actively  carried  on  within 
the  state;  and  13  states  require  the  kind  of  business  done 
to  be  specified  in  the  report. 

Missouri,  Nebraska,  and  Wisconsin  ask  for  an  annual 
declaration  that  the  foreign  corporation  has  no  connection 
with  any  trust,  combination,  or  pool  violating  the  anti- 
trust laws. 

Dates  of  Meetings  and  Elections.  The  dates  of  the  an- 
nual general  meetings  of  stockholders,  and  of  the  elections 
of  directors  and  other  officers,  are  required  by  8  of  the 
states. 

Names  and  Addresses  of  Directors,  Other  Officers, 
Agents  and  Stockholders.  About  20  of  the  states  require  a 
foreign  corporation  to  file  lists  of  the  names  and  mailing 
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addresses  of  all  the  ofilcials,  and  of  the  stockholders  inside 
and  outside  the  state. 

The  same  states  insist  on  the  name  and  address  of  the 
agent  of  the  foreign  corporation  within  the  state  being 
entered  in  the  annual  report,  in  addition  to  the  separate 
notice  of  the  appointment  which  is  filed  on  the  granting  of 
the  license  to  trade  in  the  state.  This  regulation  is  in- 
tended to  ensure  any  change  of  agent  being  recorded 
promptly. 

Audit  Required.  Only  two  states,  Massachusetts  and 
New  Hampshire,  require  the  annual  accounts  to  be  audited. 
The  report  must  be  accompanied  by  a  written  statement  of 
the  auditor,  under  oath,  to  the  effect  that  the  accounts  in 
the  report  show  the  true  condition  of  the  affairs  of  the  cor- 
poration, as  disclosed  by  its  books  at  the  date  of  the  audit. 
This  regulation  is  similar  to  that  of  the  British  company 
law,  which  requires  every  British  corporation  to  have  its  ac- 
counts audited  annually  by  an  independent  public  accoun- 
tant, who  is  required  to  make  a  report  to  the  stockholders, 
stating  either  that  the  balance  sheet  and  profit  and  loss 
accounts  show  the  true  financial  position  of  the  corporation, 
or  that  he  objects  to  certain  items  of  the  balance  sheet  and 
accounts ;  in  which  case  he  must  give  reasons.  The  British 
company  laws  go  further  in  requiring  the  auditor  to  state 
whether  or  not  he  has  received  from  the  officers  of  the 
company  all  the  information  and  details  which  he  required. 
The  French  corporation  laws  require  the  annual  balance 
sheets  and  accounts  to  be  certified  by  auditors  elected  by 
the  stockholders. 

Only  one  state,  Nevada,  requires  a  statement  of  the 
previous  year's  business  to  be  published  in  a  local  news- 
paper. 

Additional  Information.  New  York  and  four  other 
states  have  taken  power  by  their  corporation  laws  to  re- 
quire the  officials  of  foreign  corporations  to  furnish  such 
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additional  financial  and  other  information  as  the  Secretary 
of  State  or  Tax  Commissioners  may  desire. 

Certification  of  Report.  The  annual  reports  must  be 
signed  by  the  officials  responsible  for  their  preparation, 
but  most  of  the  states  require  them  to  be  sworn  as  correct, 
either  by  the  president  and  treasurer  (or  secretary),  or  by 
the  whole  Board  of  Directors,  or  a  majority  of  the  direc- 
tors. 

Date  of  Making  Up  the  Annual  Report.  The  following 
states  require  the  annual  report  to  show  the  position  of  the 
corporation  at  fixed  dates:  January  1,  of  each  year,  New 
Hampshire,  New  York,  and  Wisconsin  ;  January  1  or  July  1, 
Kentucky;  February  1,  Mississippi;  June  1,  Missouri;  De- 
cember 31,  Kansas,  Michigan,  and  Rhode  Island.  The 
other  states  apparently  give  the  foreign  corporation  liberty 
to  make  up  its  annual  report  to  show  the  condition  of  its 
affairs  as  at  the  date  of  the  annual  balancing  of  its  accounts. 

Annual  License  Fee 

No  annual  license  fee  is  required  to  be  paid  by  foreign 
corporations  in  the  following  15  states: — 

California,  Connecticut,  District  of  Columbia,  Dela- 
ware, Florida,  Indiana,  Minnesota,  Mississippi,  Nevada, 
New  Hamphire,  New  Jersey,  New  Mexico,  Rhode  Island, 
South  Dakota  and  Wyoming. 

Louisiana  imposes  a  tax  of  $17  per  $1,000  on  the  sales 
of  petroleum,  and  of  $2  per  $1,000  on  sales  of  meat,  by 
foreign   corporations. 

The  other  states  require  annual  taxes  to  be  paid,  in 
addition  to  the  tax  payable  for  the  license  to  trade  in  the 
state.  The  taxes  are  assessed  by  one  of  the  three  follow- 
ing methods : 

(1)  By  an  annual  license  tax,  based  on  the  total  capi- 
tal stock,  either  (a)  the  authorized  total  or  (b)  the  amount 
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paid  up,  or  (c)  on  the  total  paid  up  plus  any  surplus  or 
accumulated  profits. 

Some  states  charge  at  a  graded  rate  on  the  total  capital, 
the  percentage  charged  being  smaller  on  the  large  amounts 
of  capital. 

(2)  By  an  annual  tax  based  on  the  proportion  of  capi- 
tal used  in  the  state,  as  shown  by  the  total  business  done, 
and  by  the  amount  of  property  owned,  and  debts  receivable, 
within  the  state. 

(3)  By  an  annual  tax  of  a  fixed  amount,  disregarding 
the  amount  of  total  capital  and  the  amount  used  in  the 
state. 

Effect  of  Neglect  to  File  Annual  Statements  and  to  Pay 
License 

Each  state  imposes  penalties  on  corporations  carrying 
on  business  in  the  state  before  applying  for  a  trading 
license  and  paying  the  required  fees. 

The  states  also  impose  penalties  for  neglect  to  file  an- 
nual statements  or  to  pay  the  annual  license  taxes.  The 
penalties  are  of  three  kinds,  as  follows: 

(1)  Refusal  of  aid  of  the  state  courts  to  the  foreign 
corporation.  The  states  have  no  power  to  make  contracts 
void,  but  they  refuse  to  allow  any  foreign  corporation  to 
enter  any  action  in  the  state  courts  for  the  recovery  of 
money  due  on  contracts  made  between  the  foreign  cor- 
poration and  residents  of  the  state.  Texas  refuses  to  per- 
mit the  foreign  corporation  to  sue  or  to  defend  actions  in 
the  state  courts. 

(2)  Fines  imposed  on  the  foreign  corporation.  The 
refusal  or  neglect  to  file  the  statements  and  pay  the  annual 
fees,  after  notice  has  been  given  of  default,  makes  the  for- 
eign corporation  liable  to  fines  of  either  a  fixed  amount  like 
$500,  or  a  fine  for  each  day  of  default,  ranging  from  $5  to 
$200  per  day.    To  avoid  liability  for  such  fines,  foreign  cor- 
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porations  wishing  to  cease  trading  in  a  state  should  give 
notice  of  that  intention  and  have  the  notice  filed  with  the 
Secretary  of  State. 

(3)  Making  directors,  officers  and  agents  personally 
liable  for  the  debts  of  the  foreign  corporation.  In  five  of 
the  states,  Colorado,  Maine,  Michigan,  Missouri  and  New 
Hampshire,  the  directors  and  the  officers,  as  well  as  the 
resident  agent  of  the  foreign  corporation  in  default,  are 
declared  personally  liable,  jointly  and  separately,  for  all 
the  debts  of  the  corporation  within  the  state. 

(4)  Fine  and  imprisonment  for  the  officials  and  agents 
of  the  foreign  corporation.  In  Colorado,  Idaho,  Louisiana, 
Maine,  Maryland,  Missouri,  Rhode  Island  and  Wisconsin, 
the  president,  secretary  and  the  resident  agent,  or  other 
officers  guilty  of  the  default,  are  personally  liable  for  heavy 
fines,  with  the  option  or  with  the  addition  of  imprisonment. 

Alabama  and  Oregon  provide  for  fines  and  imprison- 
ment for  any  agents  or  officers  who  carry  on  business  in 
those  states  after  the  license  of  the  foreign  corporation  has 
been  cancelled. 

Other  Penalties 

A  few  of  the  states  provide  special  penalties  for  the 
following  oflFences :  making  false  statements,  refusing  to 
permit  state  officers  to  inspect  the  books  and  documents 
of  the  foreign  corporation,  failing  to  file  amendments  of 
the  charter  or  articles  of  incorporation,  failure  to  report 
changes  in  the  address  of  the  jirincipal  office  within  the 
state,  changes  of  officers  or  of  agents,  and  for  paying  divi- 
dends which  have  not  been  earned  as  profits. 

Penalty  for  Entering  Actions  in  the  Federal  Courts  Instead 

of  the  State  Courts 

It  has  been  declared  illegal  for  any  state  to  forbid  any 

person  or  corporation  to  have  access   to   Federal   courts. 

Arkansas,  Arizona  and  Kentucky  have  laws  which  author- 
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ize  the  state  officials  to  take  proceedings  to  revoke  the 
license  of  any  corporation  entering  any  actions  in  the  Fed- 
eral courts  which  might  have  been  entered  in  the  state 
courts,  and  to  fine  the  corporation  and  its  officers  and  agents 
in  such  cases. 

Actions  Against  Foreign  Corporations 

Where  a  foreign  corporation  has  appointed  an  agent  in 
the  state,  the  service  of  legal  notices  and  summonses  on 
him  is  an  effective  and  complete  service  on  the  corpora- 
tion. 

In  some  of  the  states,  the  foreign  corporation  must 
nominate  the  Secretary  of  State  or  other  state  officer  to 
be  its  legal  agent  for  receiving  notices  of  legal  actions 
against  the  corporation.  In  such  cases  it  is  usual  for  the 
officer  named  to  inform  the  foreign  corporation  at  once,  of 
writs  and  notices  received,  by  sending  copies  of  them  ad- 
dressed to  its  registered  office  within  the  state.  The  plain- 
tiff in  such  suits  is  required  to  pay  the  state  official  a  sum 
of  $2  or  more,  to  cover  the  cost  of  copying  and  mailing. 

Actions  may  be  entered  against  foreign  corporations  in 
any  county  of  the  state  where  it  carries  on  business,  or  in 
the  county  where  it  has  its  principal  office  in  the  state. 

Povi^er  of  Eminent  Domain 

Public  Service  Companies  have  the  right  to  compulsorily 
take  land  belonging  to  private  owners,  or  to  require  rights 
of  way  for  railways,  water  pipes,  telephone  or  telegraph 
wires,  etc.  The  methods  of  taking  such  property  are  set  out 
in  special  laws  of  each  state,  which  usually  provide  for  the 
price  being  fixed  by  a  court  or  by  arbitration,  where  the 
parties  interested  are  unable  to  agree. 

The  corporation  wishing  to  take  such  property  or  rights 
serves  a  notice  of  "condemnation"  on  the  owner,  requiring 
him  to  deliver  possession  and  to  fix  a  price  at  which  he 
will  sell. 
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The  Legislature  of  each  separate  state  has  the  right  to 
fix  the  conditions  on  which  it  will  allow  domestic  or  foreign 
corporations  to  compulsorily  purchase  the  lands  of  private 
persons.  Usually  the  right  of  condemnation  is  granted 
to  foreign  corporations  as  well  as  domestic. 

The  right  of  the  state  to  require  any  private  owner  to 
sell  arises  through  its  power  of  sovereignty.  The  sovereign 
power,  whether  it  is  a  kingdom  or  a  commonwealth,  is  in 
theory  the  absolute  owner  of  all  the  land  of  the  state.  The 
citizens  and  private  owners  only  hold  the  land  under  such 
conditions  as  may  be  granted  by  the  state.  Where  land  is 
required  for  the  use  of  all  the  citizens,  (for  example,  for  a 
railroad)  the  state  exercises  its  right  to  take  back  such 
land  into  its  own  possession,  and  to  grant  its  use  to  the 
railroad  company.  Thus  the  "power  of  eminent  domain" 
means  the  overriding  power  of  a  state  to  take  possession 
of  land  for  public  use.  In  theory,  the  state  is  not  required  to 
pay  any  compensation  to  the  private  owner  of  the  land  but, 
in  practice,  provision  is  made  for  payment  at  a  fair  value, 
to  be  fixed  by  agreement  or  by  a  judge  or  arbitrator,  the 
public  service  company  acquiring  the  land  paying  this  cost 
and  all  expenses. 

Protection  of  Creditors  in  the  State 

In  many  states  the  citizens  have  suffered  losses  through 
the  dishonest  practices  of  foreign  corporations,  who  could 
not  be  reached  by  actions  in  the  state  courts.  The  state 
legislatures  have  therefore  passed  laws  to  prevent  such 
abuses. 

It  is  illegal  for  any  state  to  insist  on  its  own  citizens 
alone  being  permitted  to  be  paid  their  claims  out  of  the 
assets  within  the  state  belonging  to  a  foreign  corporation. 
It  is  doubtful  also  whether  a  state  has  the  power  to  give  its 
own  citizens  the  right  to  be  first  paid  in  full  before  per- 
mitting creditors  in  other  states  to  receive  any  portions 
of  their  claims.    It  has,  however,  been  held  to  be  perfectly 
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legal  for  a  state  to  insist  that  some  foreign  corporations, 
such  as  insurance  and  security  and  loan  companies,  shall 
deposit  a  fixed  sum  with  the  state  officials  as  a  guarantee 
for  the  payment  of  creditors  of  that  state  exclusively. 

In  a  few  of  the  states,  mortgages  on  property  within 
the  state,  granted  to  persons  outside  the  state  by  a  foreign 
corporation,  are  held  to  be  non-eflfective  against  domestic 
creditors. 

Other  states  declare  all  reconstructions  and  amalgama- 
tions of  foreign  corporations  to  be  void  within  their  states 
unless  domestic  creditors  and  stockholders  are  treated  fairly 
and  their  interests  are  properly  protected. 

Power  to  Acquire  and  to  Hold  Land  and  Buildings 

A  foreign  corporation  which  is  not  carrying  on  business 
in  a  state  has  the  right  to  take  title  and  to  hold  real  estate 
there,  unless  the  laws  of  the  state  expressly  forbid  this.  If 
the  foreign  corporation  is  carrying  on  business  there,  and 
has  not  complied  with  the  requirements  as  to  obtaining  a 
trading  license,  it  would  have  no  right  to  hold  lands,  accord- 
ing to  the  regulations  of  most  of  the  states.  Some  states 
limit  the  quantity  of  land  which  may  be  held  by  foreign 
corporations;  others  allow  unlimited  quantities  to  be  held 
only  for  a  stated  number  of  years,  after  which  time  it  must 
be  sold  or  transferred. 

In  general,  a  foreign  corporation  may  hold  temporarily 
any  land  which  it  has  acquired  by  foreclosure  proceedings 
following  a  loan  on  mortgage. 

Foreign  business  corporations  have  the  common  law 
right  to  hold  such  quantities  of  land  and  buildings  as  they 
may  require  for  carrying  on  their  business,  providing  they 
have  obtained  a  trading  license. 

No  private  citizen  of  the  state  can  take  any  action  to 
prevent  a  foreign  corporation  from  acquiring  or  holding  real 
estate.  The  state  itself  has  the  sole  right  to  bring  such 
actions. 


Summary  of  Decisions  of  State 

Courts  as  to  What  Is  and  What 

Is  Not,  "Carrying  on  Business" 

The  decisions  of  the  courts  of  the  various  states  depend 
very  largely  on  the  facts,  and  the  legal  reports  of  cases  do 
not  always  state  the  facts  in  the  order  of  their  importance. 
Probably,  for  this  reason  of  imperfect  reporting,  many  of 
the  following  decisions  may  appear  contradictory.  In  some 
cases  one  transaction  alone  has  been  held  to  be  carrying  on 
a  business,  but  this  decision  is  generally  qualified  by  the 
statement  that  the  method  adopted  for  that  transaction 
showed  an  intention  to  do  further  business  in  the  state. 

The  name  of  the  state,  following  the  examples  given 
below,  shows  that  the  decision  was  given  in  an  action  in  the 
courts  of  that  state.  The  names  of  persons  given  are  those 
of  the  plaintiff  and  defendant  in  the  suit. 

Held  to  Be  "Carrying  on  Business" 

(1)  The  doing  of  one  transaction  was  carrying  on  busi- 
ness, where  it  was  in  the  course  of  the  ordinary  business  of 
the  foreign  corporation.  Alabama,  (Muller  Mfg.  Co.  v. 
First  National  Bank  of  Dothan). 

(2)  Where  the  contract  showed  the  intention  to  main- 
tain an  agent  in  the  state,  and  to  conduct  business  regularly 
there,  even  one  single  transaction  was  illegal,  if  done  before 
the  foreign  corporation  had  obtained  a  license  to  carry  on 
business.  Michigan,  (Nernst  Lamp  Co.  v.  Conrad).  Also 
Nebraska,  (in  Tomson  v.  Iowa  State  Travelling  Men's  As- 
sociation). Also  Vermont,  (National  Text  Book  Co.  v. 
Lynch)  ;  and  Wisconsin,  (S.  W.  Slate  Co.  v.  Stephens). 
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(3)  An  office  and  an  agent  were  maintained  in  the  state, 
for  selling  purposes.  The  agent  personally  canvassed  cus- 
tomers in  the  state  for  orders.  In  one  case  he  received  part 
payment  with  the  order,  the  balance  to  be  payable  within 
the  state.  This  was  carrying  on  business.  New  York, 
(American  Case  &  Register  Co.  v.  Griswold). 

(4)  Goods  were  brought  into  the  state,  shown  and  sold 
there,  for  the  account  of  the  foreign  corporation.  Illinois, 
(Union  Cloak  and  Suit  Co.  v.  Carpenter). 

(5)  An  alien  corporation  (French)  regularly  imported 
foreign  goods,  sold  them,  kept  an  office  in  the  state  and  paid 
the  expenses  of  it  from  the  sales,  the  balance  of  receipts 
being  sent  to  France.  New  York,  (Farcy  &  Oppenheim  Co. 
V.  Wells). 

(6)  Appointment  of  a  district  manager  within  the  state, 
for  that  state  or  other  territory,  showed  an  intention  to  carry 
on  business  there.  New  York,  (Chicago  Crayon  Co.  v. 
Slattery). 

(7)  Where  a  foreign  corporation  made  a  contract  with 
a  citizen  of  the  state  to  build  improvement  on  his  premises, 
this  requiring  the  use  of  both  labor  and  materials.  Ala- 
bama, (American  Amusement  Co.  v.  East  Lake  Chutes 
Co.). 

(8)  The  repairing  of  buildings  and  machinery,  on  the 
spot  where  situated  within  the  state,  is  the  carrying  on  of 
business  by  a  foreign  corporation  which  does  the  work, 
even  in  the  case  of  one  transaction  only.  Michigan,  (Haugh- 
ton  Elevator  &  Machine  Co.  v.  Detroit  Candy  Co.). 

(9)  Acquiring  land  in  the  state,  with  power  to  lease  or 
sell  and  to  collect  rents  or  profits,  together  with  the  bringing 
of  actions  to  enforce  contracts  made  respecting  such  dis- 
posal of  the  land,  were  held  to  be  carrying  on  business. 
Pennsylvania,  (Penna,  Company  for  Insurance  on  Lives, 
V.  Michael  Bauerle). 

(10)  Giving  instruction  by  mail  and  by  instructors, 
maintaining   district    offices    and    paying  district  agents. 
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showed  a  carrying  on  of  business.     New  York,   (National 
Text  Book  Company  v.  Connelly). 

(11)  Storing  large  stocks  of  goods  in  the  state  and  sup- 
plying therefrom  customers  in  the  state,  showed  an  inten- 
tion to  have  an  agency  in  the  state.  Minnesota,  (Thomas 
Manufacturing  Co.  v.  Knapp). 

Held  to  Be  Not  "Carrying  on  Business" 

(12)  Single  transactions  by  a  foreign  corporation,  such 
as  the  making  of  a  single  contract  for  the  sale  of  goods, 
was  not  carrying  on  business.  Illinois,  (Finch  &  Co.  v. 
Zenith  Furnace  Co.).  California,  (Jameson  v.  Simonds 
Saw  Co.). 

(13)  Maintaining  a  furnished  office  for  the  secretary  and 
treasurer,  keeping  the  books  there  and  issuing  share  certifi- 
cates and  holding  directors'  meetings,  was  not  doing  busi- 
ness. Illinois,  (Bradbury  v.  Waukegan  &  W.  Mining  & 
Smelting  Co.). 

(14)  Business  done  by  travelling  salesmen,  or  isolated 
or  occasional  transactions,  were  not  transacting  business; 
continuous  transactions,  or  those  carried  on  through  estab- 
lished agencies  in  the  state,  were  carrying  on  business. 
Missouri,  (Wilson  Moline  Buggy  Co.  v.  Priebe.). 

(15)  Offer  to  sell  capital  stock,  made  by  a  foreign  cor- 
poration in  order  to  obtain  working  capital,  was  not  doing 
business.     New  York,  (Southworth  v,  Morgan). 

(16)  Making  a  written  contract  in  the  state  for  goods 
sold  by  its  travelling  salesmen,  and  delivering  such  goods 
f.  o.  b.  at  its  works  outside  the  state,  was  not  doing  business 
in  the  state.  Colorado,  (International  Trust  Co.  v.  Leschen 
&  Sons  Rope  Co.). 

(17)  A  foreign  lumber  company  used  letter  paper  show- 
ing the  address  of  its  branch  office  in  the  state;  it  had  no 
office  there  but  employed  salesmen  who  sent  the  orders  to 
an  office  outside  the  state,  for  acceptance  there.  Illinois, 
(West  Coast  Timber  Co.  v.  Hughitt). 
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(18)  The  selling  of  manufactured  articles  by  mail  to 
customers  in  the  state,  or  obtaining  orders  through  travel- 
ling salesmen,  was  not  carrying  on  business,  even  though 
some  of  the  articles  supplied  were  bought  within  the  state. 
Illinois,  (Frank  Prox  Co.  v.  Bryan). 

(19)  Where  it  was  proved  that  orders  taken  by  a  broker 
for  a  foreign  corporation  were  accepted  at  the  ofifice  of  the 
foreign  corporation  outside  the  state,  this  was  not  carrying 
on  business  in  the  state  where  the  orders  were  taken.  Illi- 
nois, (Sleepy  Eye  Milling  Co.  v.  Hartman). 

(20)  A  contract  was  made  within  the  state  for  the  pur- 
chase of  machinery  from  a  foreign  corporation,  which  was 
to  furnish  a  workman  for  the  installing  of  the  machinery, 
his  board  and  journey  expenses  to  be  paid  by  the  pur- 
chasers. It  was  held  that  the  foreign  corporation  was  not 
carrying  on  business  in  the  state  by  doing  this.  Illinois, 
(Black  Clawson  Co.  v.  Carlyle  Paper  Co.). 

(21)  A  linotype  machine  was  sold  by  a  travelling  sales- 
man to  a  foreign  corporation,  but  the  order  was  accepted 
in  a  foreign  state  (N.  Y.),  and  the  machine  was  delivered 
f.  o.  b.  New  York,  the  machine  so  becoming  the  property 
of  the  buyer  in  New  York.  This  was  held  not  to  be  carrying 
on  business  in  the  state  where  the  order  was  taken  and  it 
was  declared  that  the  transaction  was  interstate  commerce. 
Missouri,  (Mergenthaler  Linotype  Co.  v.  Hays). 

(22)  Goods  were  sent  to  a  commission  merchant  in  an- 
other state  by  a  foreign  manufacturing  corporation.  The 
commission  merchant  sold  the  goods,  received  the  price 
and  accounted  for  it  to  the  foreign  corporation.  It  was 
held  that  the  commission  merchant,  not  the  foreign  corpora- 
tion, was  carrying  on  business  in  the  state.  New  York, 
(Brookford  Mills,  Inc.,  v.  Baldwin  and  others). 

(23)  A  foreign  corporation  had  no  office  in  the  state  but 
it  supplied  and  installed  furnaces,  doing  the  work  under 
contracts.     It  was  not  carrying  on  business  in  the  state 
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where  the  work  was  done.    New  York,  (J.  L.  White  Fur- 
nace Co.,  V.  C.  W,  Miller  Transfer  Company). 

(24)  A  company  incorporated  in  one  state  may  freely 
send  salesmen  to  another  state,  to  obtain  orders  for  goods, 
without  being  hindered  or  obstructed  by  state  requirements 
as  to  obtaining  a  trading  license,  filing  certificates,  appoint- 
ing resident  agents,  or  similar  expensive  and  troublesome 
conditions.  Pennsylvania,  (Mearshon  Co.  v.  Pottsville 
Lumber  Co.). 

(25)  Bringing  an  action  to  foreclose  a  mortgage  given 
to  an  individual,  and  assigned  outside  the  state  to  a  foreign 
corporation,  is  not  carrying  on  business  by  the  foreign  cor- 
poration.   Alabama,  (Worth  v.  Inkerbrook  Trust  Co.). 

(26)  It  is  not  necessary  for  a  foreign  corporation,  which 
is  not  doing  business  in  the  state,  to  obtain  a  license  to 
trade  in  order  to  sue  in  the  state  courts.  Missouri,  (Grone- 
weg  &  Schmoentgen  Co.  v.  Estes). 

(27)  A  foreign  corporation  which  had  an  office  in  New 
York  City,  made  a  contract  there  for  supplying  and  install- 
ing elevators,  and  did  the  work  there.  It  was  held  that 
this  was  not  interstate  commerce,  but  was  carrying  on  busi- 
ness in  the  state.  New  York,  (Portland  Co.  v.  Hall  &  Grant 
Construction  Co.). 

(28)  A  foreign  corporation  granted  to  a  domestic  cor- 
poration the  exclusive  right  of  selling  its  goods  in  a  certain 
district.  The  domestic  corporation  ordered  the  goods  by 
mail  and  on  its  stationery  had  styled  itself  the  agent  of  the 
foreign  corporation.  This  was  held  not  to  be  carrying  on 
business  by  the  foreign  corporation.  California,  (Jameson 
v.  Simonds  Saw  Company). 

(29)  It  was  held  that  a  railroad  company  was  not  doing 
business  in  a  state  solely  because  it  held  almost  all  the  capi- 
tal stock  of  another  railroad  company  which  actually  did 
business  within  the  state.  U.  S.  Federal  Court,  (Peterson 
V.  Chicago,  Rock  Island  and  Pacific  Railway  Co.). 


Blue  Sky  Laws 


It  has  already  been  pointed  out  that  the  absence  of  a  federal 
law  for  corporations  has  allowed  of  some  states  of  the  U.  S.  A. 
being  more  backward  than  others  in  preventing  the  formation 
of  corporations  designed,  from  the  beginning,  for  the  pur- 
pose of  fraud. 

It  is  easier  for  a  swindler  to  sell  small  quantities  of  stocks 
or  bonds  of  a  worthless  corporation  than  to  sell  the  fraudulent 
undertaking  as  a  whole. 

States  which  desired  to  protect  their  citizens  from  dis- 
honest stock  and  bond  dealers  and  promoters,  found  that  it 
was  practically  impossible  to  enquire  thoroughly  into  the 
honesty  or  otherwise  of  the  promotion,  or  of  the  profit 
earning  merits,  of  every  corporation  whose  bonds  and 
stocks  were  offered  for  sale  in  their  districts.  It  was  im- 
possible also  to  prevent  the  formation  of  worthless  cor- 
porations under  the  lax  laws  of  some  of  the  states,  whose 
loose  regulations  make  it  easy  for  dishonest  promoters  to 
evade  punishment.  The  only  other  remedy  was  to  attempt 
to  control  the  persons  and  firms  offering  the  securities  for 
sale. 

For  this  purpose,  the  "Blue  Sky  Laws"  were  framed.  Their 
aim  is  to  restrict  the  selling  of  securities  to  those  dealers  and 
corporations  who  can  prove  their  own  financial  solidity  and 
honesty  and  who  can  give  evidence  of  the  soundness  of  the 
undertakings  whose  stocks  or  bonds  they  offer  for  sale.  It  is 
recognized  that  a  well-established  and  wealthy  firm  of  dealers 
or  investment  bankers  would  not  risk  the  loss  of  a  valuable 
connection  of  customers  by  offering  them  any  securities  whose 
merits  they  had  not  already  examined  thoroughly.  Most 
of  these  firms  stand  behind  the  securities  they  sell,  ac- 
knowledging that  the  customers  rely  on  their  skill  in  choos- 
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ing  good  investments  and  on  their  reputation  for  fair  deal- 
ing. 

The  Blue  Sky  Laws  have  been  adopted  by  about  three- 
fourths  of  the  states,  including  Illinois,  Michigan,  Minne- 
sota, Ohio,  and  Wisconsin.  Several  important  states  have 
refused  to  adopt  these  laws,  believing  that  their  stricter 
corporation  laws,  and  other  regulations,  give  them  power 
to  prevent  the  abuses  aimed  at  by  the  Blue  Sky  Laws. 
Amongst  these  dissenting  states  are  New  York,  Massa- 
chusetts, Pennsylvania,  Washington,  Colorado  and  Indiana. 

The  Blue  Sky  Laws  generally  lay  down  the  conditions 
on  which  persons  or  firms  may  ofTer  securities  for  sale 
within  the  jurisdiction  of  the  separate  states.  Breaches  of 
these  conditions  are  punishable  by  heavy  fines  and  by  the 
refusal  of  the  state  courts  to  enforce  the  sale  contracts. 
The  purchasers  are  also  given  facilities  to  enter  actions  to 
cancel  their  purchases  and  to  recover  damages  against 
the  sellers.  The  method  adopted  for  weeding  out  the  un- 
desirable firms  is  to  compel  each  dealer  to  apply  for  a  state 
license,  which  can  be  refused  altogether  or,  if  granted,  can 
be  withdrawn  on  proof  of  unsatisfactory  conduct  or  failure 
to  continue  to  comply  with  the  regulations. 

In  addition  to  the  payment  of  a  fee,  the  dealer  is  re- 
quired to  furnish  detailed  information  as  to  the  constitu- 
tion and  the  capital  resources  of  his  firm.  Well-established 
houses,  as  well  as  new  firms,  are  required  to  comply  with 
these  regulations.  A  special  provision  is  made  that  even  if 
an  issuer  or  dealer  in  securities  has  no  office  or  place  of 
business  in  the  state,  he  is  subject  to  its  control  if  he  sells 
or  offers  to  sell  securities  within  the  state.  Offers  from 
outside  the  state,  by  mail,  can  only  be  controlled  through 
the  co-operation  of  the  postal  department,  which  has  its 
own  organization  for  preventing  the  use  of  the  mails  for 
fraud.  The  Blue  Sky  Laws  are  intended  to  apply  only  to 
sales  to  the  general  public,  made  by  a  dealer  or  corporation 
whose   business   it   is   to  deal   in   securities.     Any   private 
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holder  of  securities  is  entitled  to  offer  them  for  sale  by 
advertisement,  or  otherwise,  without  being  subject  to  these 
laws.  Nor  would  they  apply  to  wholesale  sales  of  securi- 
ties to  a  banker  or  dealer,  or  to  new  issues  offered  only  t© 
present  stockholders. 

Some  special  securities  are  exempted  from  these  regula- 
tions, no  matter  who  may  offer  them  for  sale.  They  are 
securities  of  admitted  soundness,  such  as  government  and 
municipal  bonds  and  notes,  the  important  railroad  bonds, 
and  stocks  and  securities  admitted  to  official  quotation  on 
the  New  York  and  other  stock  exchanges. 

Before  offering  for  sale  any  of  the  securities  which  are 
subject  to  the  regulations,  a  permit  of  sale  must  be  applied 
for  by  the  seller  and  a  fee  must  be  paid,  either  on  the  quan- 
tity proposed  to  be  offered  for  sale  in  the  state  or  on  the 
whole  of  the  unsold  issue.  Exhaustive  information  must 
also  be  supplied,  not  only  as  to  the  security  offered  for 
sale,  but  also  as  to  the  dealer,  broker,  or  issuing  house 
applying  for  permission  to  sell.  These  details  must  be  sup- 
plied together  with  the  application.  The  Securities  Com- 
mission has  power  to  require  further  information,  to  make 
examinations  and  appraisals,  and  to  order  audits  of  ac- 
counts, all  at  the  expense  of  the  applicant. 

The  Blue  Sky  Laws  also  permit  the  State  Securities 
Commission  to  require  an  undertaking  that  the  stocks  or 
bonds  shall  be  sold  at  not  more  than  what  it  considers  to 
be  a  fair  price.  The  Commission  may  also  require  an  appli- 
cant to  cancel  a  portion  of  the  stock  issue,  where  it  con- 
siders that  a  vendor  of  property  to  a  corporation  has  been 
overpaid.  It  may  also  require  the  vendors  or  promoters 
to  deposit  their  own  stocks  "in  escrow"  (in  trust)  with 
the  Commission,  to  be  held  as  security  for  stockholders  in 
the  state  until  the  earning  power  of  the  new  corporation 
has  been  proved,  or  until  some  other  guarantee  has  been 
given.  The  power  of  examination  and  control  by  the  Com- 
mission continues  after  the  time  the  permit  to  sell  has  been 
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granted,  and  the  permission  may  be  withdrawn  at  any- 
time, if  further  information  is  refused  or  if  the  issuing 
house  declines  to  allow  or  pay  for  any  examination  ordered 
by  the  Commission.  Both  the  Commission  and  the  appli- 
cant (dealer)  have  the  right  to  appeal  to  the  courts  on 
matters  arising  out  of  the  issuing  or  refusal  of  a  selling 
permit. 

Cost  of  Examinations  by  the  Securities  Commission 

The  latest  statement  issued  by  the  Michigan  Securities 
Commission  shows  that,  for  the  year  ended  30th  June,  1918, 
fees  amounting  to  $9,147  had  been  received  from  91  com- 
panies, an  average  of  slightly  over  $100  each.  Out  of  this 
total,  $6,376  had  been  spent  for  expenses  and  services  for 
the  examinations  (over  $70  per  company),  $2,476  had  been 
returned  to  the  applicants,  and  a  small  balance  of  $295  was 
held  over.  The  Michigan  Securities  Commission  had  been 
working  slightly  over  five  years,  during  which  time  its  re- 
ceipts from  fees  had  been  $100,495,  and  the  expenses  paid 
had  been  $58,117. 

The  number  of  applications  for  selling  permits  during 
the  five  years  had  been  953,  covering  securities  amounting 
to  $420,332,438. 

These  were  dealt  with  as  follows : 

Authorized 
Capital. 

Companies  approved 772        $265,786,038 

Companies  disapproved 29  36,265,000 

Applications  indefinitely  postponed....   57  50,740,000 

Companies  awaiting  completion...  31 
Companies  awaiting  examination. .     6 

Companies  withdrawn 58 

—    95  67,541,400 

Total  Companies  and  Securities. .  .953        $420,332,438 
At  the  date  of  the  report,  there  was  held  in  escrow,  by 
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the  Securities  Commission,  $23,868,120  belonging  to  109 
companies.  There  had  been  already  released  from  escrow 
$3,355,940,  belonging  to  sixteen  companies. 

Of  the  applications  approved,  50  were  for  the  sale  of 
bonds  and  722  were  for  the  sale  of  stocks.  The  Commission 
generally  approved  only  preferred  stocks  and  refused  per- 
mission to  sell  common  stocks.  The  maximum  filing  fee 
paid  by  the  investment  companies,  with  the  application  for 
approval,  was  $100,  and  the  minimum  $10;  the  amount 
being  stated  to  be  based  on  a  filing  fee  of  $1  per  $1,000  of 
the  investment  companies'  unissued  securities.  Other  fees 
payable  were :  for  dealer's  license  $50,  agent's  license  $3, 
filing  annual  statement  $1. 

There  was  also  to  be  paid,  with  the  application,  an  ex- 
amination fee,  to  be  fixed  by  the  Commission  at  a  sufficient 
sum  to  cover  all  the  expenses  of  the  examination. 

Advantages  of  Blue  Sky  Laws  to  the  Investor 

The  Blue  Sky  Laws  will  not  save  any  investor  from  loss 
through  investing  his  money  in  undertakings  which  ulti- 
mately fail  to  realize  all  that  was  expected  of  them.  On 
the  other  hand,  these  laws  help  the  investor,  by  weeding  out 
the  obvious  swindles  and  the  weak  corporations  formed 
with  the  single  object  of  benefiting  the  promoter  and  his 
friends.  It  is  easy  for  an  intending  investor  to  ascertain 
whether  securities  offered  to  him  have  been  approved,  be- 
cause the  Securities  Commission  of  each  state  furnishes 
lists  free  to  any  enquirer,  showing  in  detail  the  securities 
which  have  been  approved  and  disapproved. 

Advantages   to  the   Investing   Dealer  and   Broker 

At  the  first  glance,  the  requirements  of  the  Securities 
Commissions  appear  to  be  so  severe,  the  information  re- 
quired is  so  detailed,  and  the  probable  expense  of  examina- 
tion so  high,  as  to  discourage  the  reliable  dealer  from  ap- 
plying for  a  selling  permit.  The  bark  in  this  case  is  worse 
than  the  bite.    The  regulations  have  to  be  severe,  in  order 
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to  enable  the  commission  to  deal  sharply  with  cases  of 
fraud.  But  the  honest  dealer  has  no  reason  to  fear  them. 
The  Securities  Commissions  are  largely  influenced  by  the 
reputation  for  honesty  of  the  dealer  or  broker  offering  the 
securities.  An  honest  firm  will  not  sell  stocks  or  bonds  of 
any  corporation  without  having  examined  its  organization 
and  gauged  its  chances  of  success.  The  Commission  does 
not  expect  preferred  stocks,  yielding  a  good  dividend,  to 
have  all  the  guarantees  of  a  high-grade  mortgage  bond. 
On  the  other  hand,  they  do  expect  that  stocks  and 
bonds  shall  be  offered  at  a  reasonable  price,  and  that  the 
corporation  whose  securities  are  being  offered  has  been  pro- 
moted on  such  terms  that  it  has  a  fair  chance  of  succeeding 
and  that  it  is  not  handicapped  by  being  overloaded  by  pro- 
moters' profits. 

A  dealer  selling  securities  which  have  been  approved 
by  the  Commission  is  not  prevented  from  mentioning  such 
approval  in  advertisements  and  circulars,  but  he  must  dis- 
tinctly state,  at  the  same  time,  that  the  Commission  does 
not  recommend  the  securities.  The  facts  that  the  dealer  has 
submitted  his  proposition  to  the  tests  made  by  the  Com- 
mission, and  that  his  own  character  and  resources  have  also 
been  examined  by  the  Commission,  are,  in  themselves, 
guarantees  that  the  securities  are  being  offered  under  fair 
conditions  and  by  reliable  people. 

Applications,  Licenses  and  Fees 

(1)  Investment  Companies.  Application  for  a  selling 
permit  must  be  made  before  any  securities  are  offered  for 
sale.  The  Commission  supplies  printed  forms  showing  the 
information  required.  A  filing  fee  must  be  paid  at  the  rat 
of  $1  per  $1,000  of  the  par  value  of  all  unsold  securities; 
minimum  fee  $10,  maximum  fee  $100.  Foreign  investment 
corporations  must  file  a  consent  to  have  the  Commissioners 
of  the  Banking  Department  (Michigan  laws)  act  as  their 
legal  agent  for  service  of  process.    If  the  Commission  con- 
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siders  it  necessary  to  have  an  expert  examination  of  the 
investment  company,  an  estimate  of  the  expense  will  be 
given  to  the  applicant,  who  must  pay  this  amount  in  ad- 
vance. Any  unspent  balance  will  be  returned.  Should  the 
Commission  wish  to  have  a  representative  of  the  investment 
company  appear  before  it,  the  applicant  may  appear  either 
personally  or  by  counsel.  The  investment  company  is  in- 
formed that  it  should  not  seek  to  obtain  sales  by  stating 
that  permission  to  sell  the  securities  has  been  given  by  the 
Commission.  The  Commission  also  states  that,  if  such  fact 
is  stated  in  any  circular,  pamphlet,  or  newspaper,  then  the 
words  "the  Commission  does  not  recommend  the  purchase 
of  this  security"  must  be  printed  in  type  two  sizes  larger 
than  the  rest  of  the  printed  statement.  Notices  of  disap- 
proval of  any  securities  are  sent  by  registered  mail  within 
30  days  after  the  decision  of  the  Commission;  the  filing 
fees  are  not  returned.  Authorized  agents  must  be  regis- 
tered; the  fee  is  $3  for  each  person.  A  license  is  issued  to 
the  agent,  fee  25c. ;  this  license  is  not  transferable.  Annual 
statements  of  the  investment  company  must  be  filed  in 
January  of  each  year,  on  forms  provided;  filing  fee  $1. 

(2)  Dealers  in  Securities.  Applications  of  dealers  for 
registration  must  be  supported  by  at  least  four  references, 
of  which  one  must  be  the  dealer's  banker. 

All  dealers  must  register;  fee  $50;  forms  are  supplied  by 
the  Commission.  Licenses  are  issued  at  a  fee  of  $1  for  each 
dealer;  these  licenses  are  not  transferable. 

Dealers  resident  outside  the  state  must  appoint  the 
Commissioner  of  the  Banking  Department  as  their  agent 
for  service  of  legal  process.  Each  agent  of  a  dealer  must 
register;  fee  $3.  Before  offering  any  securities  for  sale, 
details  of  them  must  be  submitted  for  approval  of  the  Se- 
curities Commission. 

Securities  Not  Required  to  Be  Approved 

The  following  securities  may  usually  be  freely  sold  with- 
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in  any  of  the  states  by  an  investment  company  or  dealer, 
without  being  previously  submitted  for  approval  and  with- 
out the  seller  (if  an  investment  company  or  dealer)  re- 
quiring to  be  registered : 

(1)  Securities  of  the  U.  S.  Government  and  foreign 
governments,  or  their  states,  counties,  cities,  townships,  or 
tax  districts. 

(2)  Unsecured  commercial  paper  (bills  of  exchange). 

(3)  Securities  of  Public  Service  Companies. 

(4)  Securities  of  State  banks  or  National  banks,  trust 
companies,  and  building  and  loan  associations. 

(5)  Securities  of  educational,  benevolent,  or  charitable 
corporations,  not  organized  for  profit. 

(6)  Mortgages  on  real  or  personal  property  within 
the  state,  where  the  entire  mortgage  is  sold  and  trans- 
ferred with  the  notes  secured  by  the  mortgages,  (farm  mort- 
gages and  others). 

(7)  New  issues  of  stock  to  present  stockholders,  and 
dividends  paid  by  issues  of  bonus  stocks. 

(8)  Securities  listed  (for  Michigan,  before  October  24, 
1917,)  in  the  standard  manuals  of  information,  such  as  the 
Standard  Statistics  Bureau  bond  records  and  stock  records; 
Poor's  Manuals  of  Railroads,  Public  Utilities,  and  Indus- 
trials; Moody's  Manuals  of  Railroads,  and  Corporation  Se- 
curities; and  the  Canadian  Annual  Financial  Review. 

Laws  of  Other  States 

The  regulations  already  stated  are  those  of  the  Michigan 
Securities  Commission.  The  Blue  Sky  Laws  of  the  other 
states  are  similar ;  copies  of  them  may  be  obtained  by  writ- 
ing to  the  Secretaries  of  State. 

Extent  of  Examination 

The  examination  by  the  Michigan  Securities  Commis- 
sion  covers  the  following    details.      The   examination    is 
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divided  into  two  distinct  parts:  (a),  an  investigation  of 
the  organization  and  capital  of  the  investment  company  or 
dealer  applying  for  the  selling  license  and  (b),  an  investi- 
gation into  the  merits  of  the  securities  offered  for  sale. 

(1)  Investigation  of  the  Affairs  of  the  Seller  of  the 
Securities.  The  forms  required  to  be  completed  by  the  ap- 
plicant cover  details  of  the  financial  position  of  the  invest- 
ment banker  or  dealer.  If  the  replies  are  not  considered  to 
be  satisfactory,  an  examination  of  the  books  of  the  firm,  by 
an  auditor  or  state  examiner  acting  for  the  Commission, 
may  be  required,  at  the  expense  of  the  applicant.  Proofs 
of  the  financial  standing  and  trustworthiness  of  the  firm  are 
required  in  all  cases.  For  both  American  and  foreign  com- 
panies, credit  ratings  are  largely  used, 

(2)  Investigation  of  the  Corporation  Whose  Securities 
Are  Offered  for  Sale,  The  examination  includes  the  ac- 
counts but  it  may  also  extend  to  the  technical  details  of  the 
business.  For  example,  if  the  securities  are  those  of  a  man- 
ufacturing concern,  the  Commission  may  require  an  ex- 
amination by  an  expert  engineer,  who  may  report  on  the 
values  of  its  patents,  plant  and  machinery,  trade  marks,  and 
goodwill.  He  m.ay  also  be  asked  to  state  its  chances  of 
profitable  working. 

For  mining  companies,  an  examination  may  be  required 
by  a  geologist  or  engineer  named  by  the  Commission,  as 
well  as  an  investigation  of  the  management  and  finances  of 
the  corporation;  this  latter  by  a  state  examiner.  Special 
care  is  taken  to  prevent  the  "watering"  of  stock  by  the 
issuing  of  large  quantities  of  shares  in  payment  for  good- 
will, trade  marks,  patents,  formulas,  sales  organizations,  or 
other  assets  of  doubtful  value. 

Personal  Attendance   of   the   Applicant  Before  the   Com- 
mission 

After  the  reports  of  the  examiners  have  been  filed,  the 
applicant  is  informed  of  a  date  when  the  application  will  be 
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considered  by  the  Commission.  The  applicant,  if  a  cor- 
poration, must  be  represented  by  an  officer,  or  by  its  at- 
torney or  counsel.  Witnesses  may  be  examined;  a  short- 
hand note  is  taken  of  the  proceedings,  and  this  is  filed. 

Supervision  in  Later  Years 

In  order  to  prevent  the  fraud  or  financial  juggling  which 
sometimes  occurs  after  the  concern  has  been  successfully 
promoted  and  its  securities  sold,  the  Commission  requires 
all  investment  companies  to  file  annual  reports  in  January, 
showing  their  position  as  at  the  previous  31st  December. 
The  Commission  has  the  right  to  call  on  any  investment 
company  to  submit  its  books  for  examination,  if  there  is 
reason  to  suspect  irregularities  in  the  management.  Re- 
fusal to  submit  to  the  examination  would  cause  the  can- 
cellation of  the  license  to  sell  securities  in  the  state. 

An  Unused  Precaution — Compulsory  Annual  Audits. 

The  Michigan  Commission  estimated  that  there  were 
12,000  separate  corporations  whose  securities  were  sold  in 
that  state.  It  will  be  seen  that,  with  a  limited  number  of 
state  examiners,  it  would  be  impossible  for  the  State  Se- 
curities Commission  to  properly  investigate  the  financial 
affairs  of  all  those  corporations,  and  also  to  investigate  the 
condition  of  the  investment  companies  and  dealers  selling 
their  securities. 

There  is  a  practical  way  out  of  this  difficulty.  Effective 
control  could  be  exercised  by  requiring  that  the  accounts  of 
all  the  firms  named  should  be  audited  each  year  by  public 
accountants  and  that  certified  copies  of  the  balance  sheets, 
with  the  auditors'  reports,  should  be  delivered  promptly  to 
the  State  Commission  for  filing.  Abroad  it  has  been  found 
that  one  of  the  most  effective  checks  against  fraud  in  man- 
agement has  been  the  compulsory  annual  audit  of  the 
accounts  of  corporations.    The  expense  of  an  audit  is  borne 
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by  the  persons  who  benefit  most  from  it,  namely,  the  stock- 
holders, the  cost  being  charged  as  an  overhead  expense. 

Many  bond  houses  refuse  to  handle  bond  issues  for  cor- 
porations except  on  the  condition  that  independent  annual 
audits  will  be  made  and  copies  of  the  accounts  and  balance 
sheets  delivered  to  the  bond  houses  during  the  whole  period 
for  which  the  bonds  are  issued. 

Experience  has  proved  this  to  be  a  wise  precaution. 


Partnership  and  Business  Corpor- 
ation Laws  of  the  Separate 
States  and  Territories 
of  the  U.  S.  A. 

Usual  Regulations  Omitted — Unusual  Stated 

The  regulations  of  corporation  law  which  are  usual  in  all 
the  states  have  already  been  shown  in  this  book.  There- 
fore, it  is  only  necessary  to  show,  for  each  separate  state, 
those  provisions  which  are  unusual  or  which  are  variations 
from  the  general  practice  already  explained. 

Partnerships  and  Limited  Partnerships 

Standard  regulations  for  both  ordinary  and  limited 
partnerships  have  been  prepared  by  representative  commis- 
sions, for  adoption  by  state  legislatures.  Copies  of  these 
uniform  laws  are  printed  at  the  end  of  this  section,  with 
the  names  of  the  states  which  have  put  them  into  force  as 
state  laws.  As  the  uniform  laws  are  chiefly  composed  of 
the  common  law  rules,  which  are  recognized  by  all  courts, 
it  may  be  understood  that  the  Uniform  Partnership  Act  ap- 
plies in  every  state,  whether  the  state  legislature  has  for- 
mally adopted  the  Act  or  not. 

As  a  rule,  a  sole  trader  or  an  ordinary  partnership  is 
not  required  to  be  registered  before  doing  business  in  an- 
other state 

Foreign  Corporations 

Various  judgments  by  state  courts  have  narrowed  very 
considerably  the  limits  of  trading  methods  which  may  be 
adopted  by  corporations  without  being  held  to  be  carrying 
on  trade  within  a  state. 
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A  summary  of  the  chief  decisions  has  already  been 
given,  for  the  guidance  of  the  manufacturer  and  trader. 

Any  extensive  trading  in  a  state,  by  a  foreign  corpora- 
tion, would  generally  make  it  liable  to  be  called  on,  by  the 
state  officials,  to  comply  with  the  regulations  as  to  obtain- 
ing a  trading  license,  paying  fees,  and  making  annual  re- 
ports. As  the  states  obtain  a  large  proportion  of  their 
total  revenues  from  corporation  taxes,  they  interpret  those 
laws  very  strictly  and  the  fines  and  penalties  for  breaches 
of  the  law  are  heavy.  It  is  therefore  of  importance  for 
every  manufacturer  and  trader  to  know  the  requirements 
to  be  observed,  and  the  amounts  of  the  fees  and  taxes  for 
which  they  are  liable.  In  some  cases,  it  would  cost  less 
if  a  separate  domestic  corporation  were  formed  under  the 
laws  of  the  state,  to  carry  on  business  within  its  borders, 
the  stock  and  bonds  being  held  by  the  parent  corporation. 
The  management  of  the  corporation  could  be  effectively 
controlled  by  adding  suitable  clauses  to  the  articles  of  in- 
corporation and  the  by-laws,  and  by  having  periodical  au- 
dits by  public  accountants. 

Corporations  Formed  Under  Foreign  Laws 

No  discrimination  is  usually  made  between  corporations 
formed  abroad  and  those  formed  under  the  laws  of  other 
states  of  the  U.  S.  A.  They  are  treated  impartially  as  for- 
eign corporations,  and  are  subject  to  the  same  regulations. 
In  very  few  cases  are  there  any  restrictions  on  the  whole  of 
the  stock  and  bonds  being  held  by  persons  or  firms  outside 
the  U.  S.  A. 

Although  companies  incorporated  abroad  have  full  lib- 
erty to  trade  anywhere  within  the  United  States,  it  would, 
in  many  cases,  be  better  to  incorporate  a  separate  American 
corporation  for  the  U.  S.  trade.  One  important  considera- 
tion is  that  double  taxation  of  capital  and  profits  would 
then  be  saved.  The  same  remark  applies  to  the  practice 
of    incorporating  a   corporation   in   one   state,   having  ap- 
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parently  lax  regulations,  but  with  the  intention  of  carrying 
on  its  business  from  another  state  with  stricter  laws.  This 
is  usually  an  expensive  procedure,  on  account  of  the  double 
fees  payable  on  incorporation  and  the  double  annual  tax- 
ation of  capital  stock.  A  proper  drafting  of  the  articles 
of  incorporation  and  by-laws,  by  a  good  corporation  lawyer, 
would  remove  many  of  the  seeming  difficulties  presented 
by  the  stricter  laws  of  New  York  State  and  other  states. 

A  few  forms  have  been  appended  to  this  section  to  show 
the  usual  methods  of  incorporation  of  a  domestic  corpora- 
tion, and  the  declarations  required  to  be  made  by  foreign 
corporations  in  order  to  obtain  a  trading  license  in  another 
state. 

American  Corporations  Trading  Abroad 

The  regulations  of  Canada  and  foreign  countries,  relat- 
ing to  American  corporations  carrying  on  business  in  their 
territories,  are  shown  in  this  book  under  the  names  of 
those  countries. 

The  company  laws  of  Great  Britain,  Canada,  France  and 
Germany,  have  been  treated  separately  and  exhaustively, 
by  reason  of  their  being  the  best  customers  for  American 
goods. 

DOCUMENTS     USED    IN     THE    FORMATION     OF 
AMERICAN  CORPORATIONS 


(Form  1) 
KNOW  ALL  MEN   By  these  presents,  that  the  undersigned, 
adult  residents  of  the   State  of  Wisconsin,  do  hereby  make,  sign 
and  agree  to  the  following 

ARTICLES  OF  ORGANIZATION 

ARTICLE  FIRST. — The  undersigned  have  associated,  and  do 
hereby  associate  themselves  together  for  the  purpose  of  forming 
a  corporation  under  Chapter  86  of  the  Wisconsin  Statutes  and  the 
acts  amendatory  thereof  and  supplementary  thereto,  the  business 
and  purposes  of  which  corporation  shall  be 


132  U.    S.    A.    SECTION 

which  said  business  is  to  be  carried  on  within  the  State  of 

and  especially  within  the  County  of 

,  in  said  State. 

ARTICLE  SECOND. — The  name  of  said  corporation  shall  be 

and  its  location  shall  be  in  the 

Wisconsin 

Location  P.  O.  Address 

ARTICLE   THIRD. — The    capital    stock   of   said    corporation 

shall  be and  the 

same  shall  consist  of siiares,  each 

of  which  said  shares  shall  be  of  the  face  or  par  value  of 

dollars. 

ARTICLE  FOURTH. — The  general  officers  of  said  corpora- 
tion shall  be  a  President,  Vice-President,  Secretary  and  Treasurer, 

and  the  Board  of  Directors  shall 

consist  of Stockholders. 

ARTICLE  FIFTH.— The  principal  duties  of  the  President 
shall   be    to   preside   at   all   meetings    of   the    Board    of   Directors, 

and  to  have  a  general  supervision  of  the  affairs  of 

the  corporation 

The  principal  duties  of  the  Vice-President  shall  be  to  dis- 
charge the  duties  of  the  President  in  the  event  of  the  absence  or 
disability,  for  any  cause  whatever,  of  the  latter. 

The  principal  duties  of  the  Secretary  shall  be  to  countersign  all 
deeds,  leases  and  conveyances  executed  by  the  corporation,  affix  the 
seal  of  the  corporation  thereto,  and  to  such  other  papers  as  shall  be 
required  or  directed  to  be  sealed,  and  to  keep  a  record  of  the  pro- 
ceedings of  the  Board  of  Directors,  and  to  safely  and  systema- 
tically keep  all  books,  papers,  records  and  documents  belonging  to 
the  corporation,  or  in  any  wise  pertaining  to  the  business  thereof. 

The  principal  duties  of  the  Treasurer  shall  be  to  keep  and 
account  for  all  moneys,  credits  and  property,  of  any  and  every 
nature,  of  the  corporation,  which  shall  come  into  his  hands,  and 
keep  an  accurate  account  of  all  moneys  received  and  disbursed, 
and  proper  vouchers  for  moneys  disbursed,  and  to  render  such  ac- 
counts statements  and  inventories  of  moneys  received  and  dis- 
bursed, and  of  money  and  property  on  hand,  and  generally  of  all 
matters  pertaining  to  this  office,  as  shall  be  required  by  the  Board 
of  Directors. 

The  Board  of  Directors  may  provide  for  the  appointment  of 
such  additional  officers  as  they  may  deem  for  the  best  interests  of 
the  corporation. 
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Whenever  the  Board  of  Directors  may  so  order  the  offices  of 
Secretary  and  Treasurer  may  be  held  by  the  same  person. 

The  said  officers  shall  perform  such  additional  or  different 
duties  as  shall  from  time  to  time  be  imposed  or  required  by  the 
Board  of  Directors,  or  as  may  be  prescribed  from  time  to  time  by 
the  by-laws. 

ARTICLE  SIXTH.— Only  persons  holding  stock  according  to 
the  regulations  of  the  corporation  shall  be  members  of  it. 

ARTICLE  SEVENTH.— These  articles  may  be  amended  by 
resolution  setting  forth  such  amendment  or  amendments,  adopted 
at  any  meeting  of  the  stockholders  by  a  vote  of  at  least  two-thirds 
of  all  the  stock  of  said  corporation  then  outstanding. 

ARTICLE  8.     NAMES  AND  RESIDENCES. 

The  names  and  residences  of  the  persons  forming  this  cor- 
poration are: 

residing  at 

residing  at 

residing  at 

In  Witness  Whereof,  We  have  hereunto  set  our  hands,  this 
day  of A.   D.   19... 

SIGNED  IN  PRESENCE  OF 


STATE  OF  WISCONSIN, 

County  of ss. 

Personally  came  before  me  this day  of. 

,  A.  D.  19 ,  the  above  named 


and to  me  known 

to   be  the   persons   who   executed   the   foregoing  instrument,   and 
acknowledged  the  same. 


(Notarial  Seal.)                                Notary  Public,  Wisconsin. 
My  commission  expires 


(Form  2) 
ARTICLES  OF  AGREEMENT. 

We,  the  undersigned,  being  all  of  lawful  age,  do  hereby  asso- 
ciate ourselves  together  for  the  purpose  of  forming  a  corporation 
under  the  provisions  of  the  Business  Corporation  Law,  chapter 
92,  session  laws  of  1919,  State  of  New  Hampshire. 

Article  1.     The  name  of  this  corporation  shall  be 
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Art.  2.  The  object  (or  objects)  for  which  this  corporation 
is  established  is  (are) 

Art.  3.  The  principal  place  of  business  of  this  corporation  is 
to  be  located  at 

Art.  4.     The    amount    of    the    authorized    capital    stock    with 

nominal   or  par  value  shall  be ,   divided 

into  shares  of  the  par  value  of each. 

(In  case  it  is  proposed  to  issue  stock  without  nominal  or  par  value,  the 
Articles  of  Agreement  should  state  the  number  of  such  shares  authorized.) 

Art.  5.     The  first  meeting  of  the  incorporators  shall  be  held 

at on  the day   of ,    19..., 

at in  the   noon. 

Signatures, 

Post  Office  Address. 
♦Names. 
(At  least  three  signatures  are  required.) 


(Form  3) 
ORGANIZATION  MEETING. 

A  meeting  of  the  incorporators  of  the  

was  held  at  (time  and  place). 

At  said  meeting  an  organization  was  effected  by  the  election 

of as   a    temporary    clerk,    who    was 

duly  sworn  before  a  Justice  of  the  Peace  in  open  meeting. 

On  motion  duly  seconded,  it  was  unanimously  voted  that  the 
corporation  adopt  the  following  by-laws  to  govern  the  operation 
of  its  affairs: 

BY-LAWS. 


On  motion  duly  seconded,  it  was  voted  to  proceed  to  the  elec- 
tion of  the  officers  of  the  corporation,  and  the  following  officers 
were  elected: 

*Names  Address  Office 


•The  statute  requires  the  election  at  the  organization  meeting  of  a  treasurer, 
a  board  of  not  less  than  three  directors,  and  such  other  officers  as  may  be 
prescribed    by    the   by-laws. 

*On  motion  duly  seconded  it  was  voted,  etc. 
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•Here  should  follow  exact  copies  of  all  votes  passed  in  accordance  with  the 
provisions  of  sections  12  and   13.     These  should  include, — 

1.  The  amount  of  capital  stock  then  to   be  issued: 

2.  Restrictions,  if  any,  upon  the  transfer  of  shares ; 

3.  Classification,  if  any,  and  terms  upon  which  the  several  classes  are  to 
be  created : 

4.  The   respective   rights   of  holders   of  each   class,   including  voting  rights ; 

5.  The  amount  of  stock  with  nominal  or  par  value  to  be  paid  for 

(a)  In  cash 

(b)  In  property,  services,  expenses  or  other  consideration. 

6.  A  description  in  sufficient  detail  to  permit  its  identification  of  all  real 
estate,  or  personal  property,  and  a  statement  in  reasonable  detail  of  the  nature 
of  services  or  expenses,  or  other  consideration,  for  which  stock  with  nominal 
or  par  value   is   to  be   issued,   and  the  amount   of  stock  to   be   issued   for  each. 

7.  When  stock  without  nominal  or  par  value  is  to  be  issued,  a  statement  to 
that  effect,  and  the  number  of  such  shares  authorized  or  issued. 

We,  the  undersigned,  being  the  treasurer  and  a  majority  of 
the  board  of  directors  elected  at  the  organization  meeting  of  the 

as    hereinbefore    set    forth, 

do  hereby  severally  make  oath  that  the  foregoing  is  a  true  copy 
of  the  record  of  organization  of  said  corporation  and  contains  (the 
original)  (a  true  copy  of  the)  articles  of  agreement,  the  (date) 
(dates)  of  the  organization  meeting,  the  names  and  addresses  of 
the  officers  and  directors,  and  (the  original)  (true  copies)  of  all 
votes  passed  in  accordance  with  the  provisions  of  sections  12  and 
13,  chapter  92,  Laws  of  1919. 


(etc.) 
STATE  OF  NEW  HAMPSHIRE 
ss. 

Subscribed  and  sworn  to  this day  of ,  19 

Before  me, 


Justice  of  the  Peace. 


(Form  4) 
FOREIGN  CORPORATIONS. 

Statement  filed  with  certified  copy  of  articles  of  incorporation. 

State  of 

County  of ss. 

,  being  first  duly  sworn,  on  oath  says, 

that  he  is  the of  the ,   a   corporation 

organized  under  the  laws  of  the  state  of 

1st.     That  the  name  of  such  corporation  is ,  and 

the  location  of  its  principal  office  or  place  of  business  without  the 

state  of  Wisconsin,  is street,   ,  in  the 

county  of ,  state  of ;  that  its  principal 

office  or  place  of  business  within  the  state  of  Wisconsin,  is 

street,  county  of 

2nd.  That  the  names  and  addresses  of  the  officers  of  such 
corporation  are  as  follows: 

That  the  name  and  address  of  the  agent  or  manager  of  such 
corporation  who  shall  represent  such  corporation  in  the  state  of 
Wisconsin,  is  
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3rd.  That  the  amount  of  capital  stock  paid  in  money,  property 
or  services,  is  $ 

4th.  That  the  nature  of  the  business  to  be  transacted  in  this 
state  of  Wisconsin  is  as  follows 

5th.  That  the  proportion  of  the  capital  stock  represented  in 
the  state  of  Wisconsin,  by  its  property  located  or  to  be  acquired 
therein  and  by  its  business  to  be  transacted  therein,  is  $ 

6th.  That  the  said  corporation  acting  herein  by  this  affiant, 
duly  authorized  thereunto,  by  these  presents  constitutes  and  ap- 
points the  Secretary  of  State  and  the  Assistant  Secretary  of  State 
of  the  State  of  Wisconsin,  and  their  successors  in  office,  its  true 
and  lawful  attorneys  upon  whom  all  summons,  notices,  pleadings 
and  processes,  in  any  action  or  proceeding  against  such  corpora- 
tion, shall  be  served.  And  such  corporation  hereby  agrees  that 
such  service  on  the  said  attorney  shall  be  of  the  same  legal  force 
and  eflfect  and  validity  as  if  served  on  the  corporation,  and  that  such 
appointment  shall  continue  in  force  and  effect  as  long  as  any 
liability  remains  outstanding  against  such  corporation  in  the  state 
of  Wisconsin. 

7th.     That  such  corporation  was  legally  authorized  to  transact 

business  in  the  state  wherein  incorporated  on  the .day 

of ,  192 ,  and  is  at  the  date  hereof  so  authorized. 

8th.  That  such  corporation  has  not  entered  into  any  combina- 
tion, conspiracy,  trust,  pool,  agreement  or  contract  intended  to 
restrain  or  prevent  competition  in  the  supply  or  price  of  any  article 
or  commodity  in  general  use  in  the  state  of  Wisconsin,  or  consti- 
tuting a  subject  of  trade  or  commerce  theiein,  or  which  shall  in 
any  manner  control  the  price  of  any  such  article  or  commodity, 
fix  the  price  thereof,  limit  or  fix  the  amount  or  quantity  thereof 
to  be  manufactured,  mined,  produced  or  sold  in  said  state,  or  fix 
any  standard  or  figure  by  which  its  price  to  the  public  shall  be 
in  any  manner  controlled  or  established. 

9th.  That  such  corporation  will  comply  with  all  the  laws  of 
the  state  of  Wisconsin,  relating  to  foreign  corporations. 

Dated  ,  192.... 

Subscribed  and  sworn  to  before  me,  this day  of 

192.... 

• f 

Notary  Public 


{Form  5) 
ANNUAL  REPORT  OF  FOREIGN  CORPORATIONS. 

To  the  Secretary  of  State, 
State  of  Wisconsin. 

1.  Name  of  corporation : 

2.  Location   of  principal   office   without  state:    St., 


3.  Location    of   principal    office    within    state:    St., 

4.  Names   and  addresses   of  the   officers   of   the   corporation: 
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5.  Name  and  address  of  the  agent  or  manager  who  represents 
the  corporation  within  the  state:  St. 

6.  Nature  of  business  transacted  in  the  state  during  the  past 
year:    

7.  Total  amount  of  authorized  capital  stock,  $ 

8.  Total  amount  of  capital  stock  paid  in  money,  property  or 
services,  $ 

9.  Proportion  of  authorized  capital  stock  represented  in  the 
state  by  its  property  located  and  business  transacted  therein  during 
the  past  year,  $ 

10.  That  said  corporation  has  not  entered  into  any  combina- 
tion, conspiracy,  trust,  pool,  agreement  or  contract,  intended  to 
restrain  or  prevent  competition  in  the  supply  or  price  of  any  article 
or  commodity  in  general  use  in  the  State  of  Wisconsin  or  consti- 
tuting a  subject  of  trade  or  commerce  therein,  or  which  shall  in 
any  manner  control  the  price  of  any  such  article  or  commodity, 
fix  the  price  thereof,  limit  or  fix  the  amount  or  quantity  thereof 
to  be  manufactured,  mined,  produced  or  sold  in  the  state  of  Wis- 
consin, or  fix  any  standard  or  figure  for  which  its  price  to  the 
public  shall  be   in  any  manner  controlled   or   established. 

In  Witness  Whereof,  the  said  corporation  has  caused  its  cor- 
porate seal*  to  be  affixed  and  its  name  to  be  hereto  attached,  this 
day  of A.  D.  192.... 

*(If  corporation  has  no  corporate  seal,  so  state,  and  strike 
out  of  verification  the  words,  "and  under  its  corporate  seal".) 


(Corporate  Seal.)  By 


(Form  6) 
Supplemental  Annual  Report. 


To  the  Secretary  of  State, 

State  of  Wisconsin. 
1.  Name  of  corporation 


2.  Location  of  principal  office  without  state 


3.  Total  amount  of  business  transacted  during  the  year  end- 
ing Dec.  31,  192—,  $ 

4.  True  value  of  all  property  held  by  the  corporation,  $- 


5.  Total  amount  of  business  transacted  in  the  state  of  Wiscon- 
sin during  the  year  ending  Dec.  il,  192 — ,  $ 

6.  True  value  of  all  property  held  by  the   corporation   in   the 
state  of  Wisconsin,  $ 

In  Witness  Whereof,  the  said  corporation  has  caused  its  cor- 
porate   seal*    to    be    affixed    and    its   name   to   be   hereto    attached, 


this  day  of .  A.  D.  192- 


(Corporate  Seal.)  By  

(Note:  The  above  report  is  for  taxation  purposes..) 


Partnership  and  Business  Corporation 

State  Laws — Alphabetically 

Arranged 

ALABAMA. 

Partnerships. 

The  general  law  of  partnership  applies.  Limited  partnerships 
are  not  allowed  for  insurance  or  banking. 

Business  Corporations. 

Incorporation  under  special  acts  is  not  allowed;  the  general 
corporation  laws  apply  to  all  corporations. 

At  least  three  persons  are  required  to  form  a  corporation.  The 
articles  of  incorporation  must  be  registered  in  the  Probate  office 
of  the  county  where  the  head  office  of  the  business  is  located. 
Sworn  statement  is  required  of  the  cash  paid  for  stock  (which  must 
be  at  least  20%  of  the  total  subscription),  and  of  the  stocks  issued 
in  payment  for  property,  goods  or  services  rendered.  Increases  of 
capital  stock  and  issues  of  bonds  require  the  consent  of  majority 
value  of  stockholders,  who  must  be  given  30  days'  notice  of  in- 
tended increases  or  bond  issues.  The  issue  of  preferred  stock  is 
allowed  only  by  consent  of  two-thirds  value  of  holders  of  common 
stock.  Liability  of  stockholders  is  limited  to  amounts  unpaid  on 
their  shares.  Creditors  of  the  corporation  may  garnishee  unpaid 
subscriptions,  notwithstanding  that  the  corporation  could  not  sue 
for  such  subscriptions.  Actions  may  be  brought  against  corpora- 
tions in  any  county  in  which  they  carry  on  business  by  agent. 
Actions  for  personal  injuries  may  be  brought  in  any  county  in 
which  the  injury  occurs. 

In  consolidations  or  mergers*,  the  rights  of  creditors  are  good 
against  the  new  corporations.  Stockholders  who  dissent  are  en- 
titled to  cash  repayment  of  the  value  of  their  holdings,  after 
valuation. 

Foreign  corporations  must  give  security  for  costs  when  actions 
are  taken  in  the  state. 
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Fees — Domestic  Corporations. 

Registration  of  articles  of  incorporation,  $2.50. 

Filing  in  Probate  Court  $2.50,  plus  15c  per  folio  recording  fee. 

Fee  on  capital  stock,  $1  per  $1,000;  minimum  $5. 

Foreign  Corporations. 

Before  doing  business,  there  must  be  paid  to  the  State  Treasurer 
a  franchise  tax  on  capital  used  in  the  state  of  25%  on  the  first 
$100,  5%  on  the  excess  up  to  $1,000,  and  $1  for  each  additional 
$1,000.  This  is  payable  once  only  to  State  Auditor.  An  annual 
charge  of  $10  is  also  made  for  the  permit  to  do  business.  The 
State  Auditor  has  discretion  as  to  examining  the  books  and  papers 
of  alien  corporations  (incorporated  abroad)  applying  for  permission 
to  trade. 

Foreign  corporations  must  file  a  declaration  under  seal  as  to 
the  address  of  place  of  business  within  the  state,  and  the  name 
and  address  of  an  appointed  resident  agent.  Copy  of  charter  must 
also  be  filed,  certified  by  Secretary  of  the  state  where  incorporated. 

With  the  application  for  trading  license  a  statement  must  be 
filed  with  the  State  Auditor,  signed  by  president  and  secretary, 
and  sealed  with  seal  of  corporation,  showing  following  details: 
(1)  Name  of  corporation;  (2)  state  where  incorporated;  (3)  total 
authorized  capital  stock;  (4)  total  paid  in;  (5)  address  of  principal 
place  of  business;  (6)  name  and  address  of  authorized  resident 
agent;  (7)  principal  place  of  business  in  Alabama;  (8)  amount  of 
capital  to  be  used  in  Alabama.  The  Secretary  of  State  will  furnish 
blanks  for  this  statement  on  application. 

ALASKA. 

The  laws  relating  to  partnerships  and  business  corporations  are 
generally  the  same  as  for  other  states  of  the  U.  S.  A. 

Foreign  corporations  have  the  same  rights  as  domestic  corpora- 
tions, on  payment  of  the  filing  fees.  All  corporations  must  make 
annual  returns  to  the  Secretary  of  State,  and  pay  an  annual  fee  of 
$15,  with  filing  fee  of  $2  for  domestic  corporations  and  of  $1  for 
foreign  corporations. 

Filing  Fees. 

Domestic  Foreign 

Corporations.  Corporations. 

Articles  of  incorporation $25  $25 

Amendments  to  articles 10  10 
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Appointment  of  agent ...  $  5 

Increase  or  decrease  of  capital $10  10 

Certificate  of  dissolution 5  5 

Any  other  document 5  5 

Annual   report    2  1 

Recording,  any  excess  of  20  folios,  15c  per  folio. 

Both  kinds  of  Corporations. 
Furnishing    certified    copy,    any    docu- 
ments    $5 

If  over  20  folios,  extra  per  folio 15  cents 

Issuing  certificate  under  seal 2 

Annual    license    fee 15 

ARIZONA. 

Partnerships. 

Ordinary  partnership  law  applies.  Partners  in  firms  using 
a  trading  name  which  is  not  composed  of  the  partners'  names,  must 
register  with  the  Recorder  of  the  county  in  which  they  carry  on 
business,  and  must  give  signed  and  verified  statement  of  names 
and  addresses  of  partners.     Changes  must  also  be  recorded. 

Foreign  partnerships  need  not  register  names  of  partners,  even 
though  using  fictitious  trading  names. 

Business  Corporations. 

There  is  no  limitation  of  the  minimum  or  maximum  number  of 
persons  who  may  form  a  corporation.  The  articles  of  incorpora- 
tion must  be  executed  as  deeds,  and  they  must  be  advertised  in 
six  issues  of  the  newspapers  of  the  county  in  which  the  head 
office  of  the  business  is  situated. 

The  life  of  the  corporation  is  limited  to  25  years,  with  option  of 
renewal  for  a  further  25  years  by  vote  of  three-fourths  majority 
of  the  stockholders,  at  a  meeting  called  for  that  purpose.  A  sworn 
balance  sheet  must  be  filed  each  year,  signed  by  president  and 
secretary  of  the  corporation. 

Fees — Domestic  Corporations. 

Registration  of  corporation,  $37.50.  Annual  registration  fee 
(June),  $15.     Registration  of  annual  balance  sheet,  $5. 

Resident  Agent 

Each  corporation  must  file  with  the  Corporation  Commissioner 
the    name    and   address   of   an   agent    on    whom    process   may   be 
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served.     Such  agent  must  have  been  a  resident  for  at  least  three 
years. 

Annual  Reports. 

Balance  sheet  to  be  filed  showing:  (1)  Assets,  liabilities  and 
accumulated  surplus;  (2)  capital  stock,  issued  and  amount  paid 
in;  (3)  details  of  all  property,  real  and  personal,  owned  by  the 
corporation,  where  situated,  and  the  values.     Filing  fee,  $5. 

Foreign  Corporations. 

All  corporations  having  over  30%  of  their  capital  stock  owned 
by  persons  who  are  not  citizens  of  the  United  States  are  held  to 
be  alien  corporations.  They  have  the  same  rights  and  liabilities 
as  domestic  corporations  on  complying  with  the  regulations  as 
to  registration,  paying  fees,  etc.  No  business  must  be  done 
until  articles  of  incorporation  have  been  filed  and  advertised  six 
times  in  the  newspapers  of  the  county  in  which  the  head  office 
of  the  business  for  the  state  is  situated.  A  resident  agent  for 
process  must  be  appointed.  Failure  to  fill  vacancy  of  agent  for 
three  months  makes  all  business  contracts  in  the  state  liable  to 
cancellation. 

Annual  sworn  balance  sheets  must  be  registered  in  June,  with 
Corporation  Commission,  signed  by  the  president  and  secretary  of 
the  corporation. 

Where  actions  are  entered  against  a  foreign  corporation,  its 
property  in  the  state  may  be  attached. 

Blue  sky  laws  have  been  adopted. 

Fees — Foreign  Corporations. 

Foreign  corporations  filing  certified  copy  of  articles  of  incor- 
poration, $10. 

Filing  appointment  of  agent  in  each  county  where  business  is 
carried  on,  for  each  county,  $5. 

Filing  publisher's  affidavit  of  advertising  articles  of  incorpo- 
ration six  times  in  each  county  (must  be  filed  within  90  days),  no 
filing  fee. 

License  fee  to  do  business  in  the  state,  $15. 

Filing  annual  report,  $5. 

Annual  registration  fee,  $15. 

Annual  license  tax,  payable  June,  to  Corporation  Commission, 
$15. 

NOTE: — By  clause  2243  of  its  Corporation  laws,  Arizona  forbids  foreign 
corporations  to  enter  actions  against  its  citizens  in  the  Federal  courts,  or  to 
remove  actions  from  State  to  Federal  courts  without  the  consent  of  the  opposing 
party.  The  penalty  for  this  is  cancelment  of  the  trading  license  of  the  foreig^n 
corporation. 
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ARKANSAS. 
Partnerships. 

The  general  partnership  law  applies. 

Limited  partnerships  are  permitted,  but  they  must  be  registered 
in  every  county  of  the  state  in  which  business  is  carried  on.  Certifi- 
cate of  registration  must  be  advertised  six  times  in  a  local  weekly 
newspaper,  and  affidavit  of  publication  filed  with  the  County  Clerk 
of  district  where  principal  office  is  situated. 

Business  Corporations. 

Three  persons  are  required  to  form  a  corporation;  they  need 
not  be  residents  or  citizens  of  the  state. 

Before  commencing  business,  certified  articles  of  incorporation 
must  be  filed  with  the  Clerk  of  the  County  where  the  head  office 
in  the  state  is  situated  and  also  with  Secretary  of  State.  Sworn 
statement  must  also  be  filed,  stating  the  objects  of  the  corporation, 
capital  stock  authorized,  amount  paid  in  cash,  names  and  addresses 
of  stockholders,  and  the  shares  they  hold.  This  statement  is 
endorsed  by  the  county  clerk  and  must  then  be  filed  with  the 
Secretary  of  State,   who  issues  permit  to  do  business. 

There  are  no  limitations  as  to  minimum  capital  stock,  minimum 
subscription  or  minimum  cash  to  be  paid  in,  as  regards  business 
corporations. 

Share  values,  minimum  $5,  maximum,  no  limit;  three  directors 
at  least  must  be  elected  annually;  the  directors  elect  one  director 
to  be  president.  They  also  appoint  the  other  officers.  The  secre- 
tary and  treasurer  must  be  residents  of  the  state,  but  need  not 
be  stockholders  or  directors. 

Annual  balance  sheets  must  be  filed,  otherwise  the  president 
and  secretary  are  liable  for  all  the  corporation  debts  and  for  a 
fine  of  $500.  Corporations  may  own  land  and  may  receive  it  in 
payment  of  debts.  Directors  declaring  unearned  dividends,  or  any 
dividends  while  a  corporation  is  insolvent,  become  liable  for  the 
debts  of  the  corporation.  Stock  is  transferable  only  on  the  books 
of  the  corporation  and  transfers  must  be  recorded  in  the  office 
of  the  county  clerk,  otherwise  they  are  invalid. 

Annual  reports  must  be  made  by  each  corporation  before  July 
2,  to  the  State  Tax  Commission,  on  forms  provided.  The  liability 
of  stockholders  is  limited  to  the  amounts  payable  for  the  stock 
subscribed. 

The  property  of  foreign  corporations  is  liable  to  attachment 
in  actions  for  recovery  of  money. 
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Blue  sky  laws  have  been  adopted;  the  State  Bank  Commissioner 
will  furnish  details  of  requirements. 

Fees — Domestic  Corporations. 

Organization  tax:  For  the  first  $10,000,  $25;  1-lOth  of  1%  on 
all  additional  amounts. 

Increase  of  capital  stock,  a  similar  tax,  $25  for  first  $10,000  and 
1-lOth  of  1%  extra. 

Issuing  of  charter  by  Secretary  of  State,  $5;  filing  any  amend- 
ment (other  than  increase  of  capital  stock),  $10. 

Foreign  Corporations. 

Must  pay  same  fees  as  domestic  corporations,  but  only  on  the 
proportion  of  capital  employed  in  the  state. 

Must  also  pay  the  same  fees  on  any  increase  in  the  capital 
stock  and  must  file  affidavit  of 

(1)  Number  of  shares  and  par  value;  total  authorized  capital; 

(2)  Value  of  property  owned  inside  the  state  and  outside  the 
state; 

(3)  Proportion  of  capital  stock  to  be  used  inside  the  state; 

(4)  Proportion  of  capital   stock   to  be   used   outside   the  state, 
showing  states  and  counties. 

Issuing  license  to  trade  in  the  state,  $1;  filing  certificate  of 
appointment  of  agent,  $1. 

Taxation:  Domestic  and  Foreign. 

Payable  on  the  filing  of  annual  report,  before  July  1st,  1-lOth 
of  1%  per  annum  on  the  capital  employed  in  the  state. 

Minimum  for  foreign  corporations  (up  to  $13,333  employed  in 
the  state),  $10. 

All  intangible  property  is  taxed. 

CALIFORNIA. 

General  Partnerships. 

Partners  are  individually  liable  for  the  partnership  debts.  In 
other  respects  the  general  partnership  law  applies. 

Special  Partnerships. 

These  are  formed  like  general  partnerships;  there  must  be  both 
general  partners,  with  unlimited  liability,  and  special  partners 
with   liability  limited  to   their  contributions  of  capital.     A  sworn 
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statement  must  be  recorded  and  advertised,  verified  by  each  part- 
ner, stating  the  nature  of  business,  names  and  addresses  of  part- 
ners, capital  contributed  in  cash,  total  capital  of  the  firm,  and  the 
date  of  commencement  and  duration  of  the  partnership.  Trade 
creditors'  claims  have  priority  over  those  for  loans  by  special 
partners.  No  special  partner  may  withdraw  any  of  his  capital 
during  the  existence  of  the  partnership,  under  penalty  of  becoming 
liable  for  all  the  debts  of  the  firm. 

Business  Corporations. 

These  may  be  formed  by  three  or  more  persons,  who  must  be 
residents  of  the  state.  The  existence  of  the  corporation  is  limited 
to   50  years. 

When  filing  the  articles  of  incorporation,  the  president  must 
certify  that  the  capital  stock  required  by  the  Articles  has  been 
actually  subscribed  and  at  least  10%  paid  in  cash  to  the  treasurer 
of  the  corporation.  Copies  of  the  articles  of  incorporation  are 
required  to  be  filed  in  each  county  where  the  corporation  holds 
property.  Bylaws  must  be  adopted  within  a  month  after  incor- 
poration, by  a  majority  of  the  directors,  and  must  be  open  to 
public   inspection. 

Directors  must  be  elected  annually  by  stockholders,  cumulative 
voting  being  permitted.  The  management  must  be  by  a  board  of 
at  least  three  directors,  a  majority  to  be  residents  of  the  state, 
and  all  to  be  stockholders. 

Meetings  of  stockholders  must  be  held  at  the  office  of  the 
corporation.  Majority  of  stock  must  be  represented,  either  by 
attendance   or  written   consent    (proxies). 

A  certified  list  of  stockholders,  with  their  holdings,  must  be 
displayed  publicly  at  the  head  office  of  the  corporation  in  the  state. 
All  directors  and  stockholders  have  the  right  to  examine  the  books 
and  records  of  the  corporation,  unless  restrained  by  a  unanimous 
vote  of  the  directors,  aimed  at  a  person  seeking  to  injure  the 
corporation. 

Stock  and  transfer  books  must  be  kept  and  be  open  to  inspection 
by  stockholders  and  creditors.  Transfers  of  shares  made  to  non- 
residents of  the  state  entitle  the  corporation  to  demand  bonds  from 
the  purchaser. 

The  directors  may  make  assessments  on  stockholders,  not 
exceeding  10%  of  the  capital  stock  value,  when  at  least  one-quarter 
of  the  capital  stock  has  been  subscribed. 

Failure  to  carry  on  business  for  two  years  makes  the  corpo- 
ration liable  to  dissolution,  at  the  request  of  any  creditor.     Con- 
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solidations  require  consent  of  two-thirds  in  value  of  the  stock- 
holders. 

Copies  of  the  balance  sheet  and  statement  of  affairs  must  be 
given  to  each  stockholder,  if  required  in  writing  by  10%  of  the 
stockholders  at  least  two  weeks  before  the  annual  meeting. 

Where  action  is  taken  in  the  state  courts  against  a  foreign  cor- 
poration, its  property  is  liable  to  attachment. 

Fees — Domestic  Corporations. 

Incorporation  fee,  $15  for  $25,000  capital  stock  or  less,  $100  for 
one  million  dollars  and  $50  for  each  half  million  dollars  excess. 
Filing  certified  articles  of  incorporation,  $5. 
Recording  same,  20  cents  per  folio  of  100  words. 
Issuing  certificate  of  incorporation,  $3. 
Increase  of  capital  stock,  $5  per  $50,000. 
Decrease  of  capital  stock,  $5. 
Filing  any  other  document,  $5. 
An  annual  license  tax  is  payable  as  follows: — 

Up  to  $10,000 $     10 

Over  $      10,000,  not  exceeding  $       20,000 IS 

Over  $     20,000,  not  exceeding  $       50,000 20 

Over  $     50,000,  not   exceeding  $      lOO.OOO 25 

Over  $    100,000,   not  exceeding  $     250,000 50 

Over  $    250,000,   not   exceeding  $     500,000 75 

Over  $    500,000,   not  exceeding  $  1,000,000 100 

Over  $1,000,000,   not   exceeding  $  3,000,000 200 

Over  $3,000,000,   not   exceeding  $  5,000,000 350 

Over  $5,000,000,   not  exceeding  $  7,500,000 550 

Over  $7,500,000,  not  exceeding  $10,0000,000 800 

Over  10  million  dollars 1,000 

Special  Provisions  as  to  Liability  on  Shares. 

All  stockholders  are  liable  for  the  debts  of  the  corporation 
incurred  while  they  are  members,  in  proportion  to  the  amount  of 
stock  they  hold. 

Foreign  Corporations. 

Stockholders  of  foreign  corporations  doing  business  in  the  state 
have  similar  liability  for  the  debts  of  the  corporation  incurred  in 
California. 

Foreign    corporations    must    file    certified    copy    of    charter    or 
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articles  of  incorporation  within  40  days  of  the  date  they  commence 
to  do  business  within  the  state. 

They  must  also  file  following  documents  with  the  Secretary  of 
State  and  County  Clerk. 

(1)  An  affidavit,  by  the  president  or  secretary,  of  the  amount 
of  authorized  capital  stock,  stating  whether  any  change  is  con- 
templated; 

(2)  Certificate  for  appointment  of  resident  agent  (40  days 
allowed  for  appointment  of  new  agent). 

Fees— Foreign  Corporations. 

Domestic  and  foreign  corporations  must  pay  an  annual  tax, 
which  is  assessed  by  the  State  Board  of  Equalization,  from  infor- 
mation to  be  filed  by  corporations  about  March  12th  of  each  year, 
on  forms  supplied  by  the  Board. 

The  tax  is  about  IH%  on  the  total  of  sales,  or  business  done, 
in  the  state. 

Filing  copy  of  articles  of  foreign  corporations,  $75;  recording 
same,  20  cents  per  100  words.  Filing  the  appointment  of  resident 
agent,  $5. 

COLORADO. 

Partnerships. 

Partnership  agreements  must  be  certified  and  filed  in  the  office 
of  the  county  clerk  of  the  district  where  the  principal  business  is 
carried  on. 

Persons  using  trading  names  other  than  those  of  the  actual 
owners  or  proprietors,  or  using  the  words  "company"  or  "Co.",  or 
"(Manager",  must  record  a  full  statement  of  the  names  of  the 
owners  of  the  business  with  the  county  clerk,  under  penalty  of 
from  $10  to  $300,  or  imprisonment.  Special  partnerships  are  per- 
mitted, but  must  be  registered,  as  explained  above. 

Business  Corporations. 

Three  or  more  persons  may  form  a  corporation.  Articles  of 
incorporation  must  be  filed  with  the  Secretary  of  State;  life  of 
corporation  is  limited  to  20  years. 

Articles  may  be  altered  at  special  meeting  by  resolution  passed 
by  one-third  of  stockholders.  Maximum  share  value  is  $100;  no 
minimum. 
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Directors  (minimum  three,  maximum  thirteen)  must  be  stock- 
holders. 

Directors  may  not  mortgage  the  plant  and  machinery  of  manu- 
facturing or  mining  corporations,  except  by  authority  of  a  majority 
in  value  of  stockholders,  given  at  a  special  meeting.  They  may, 
however,  lease  such  property  for  not  exceeding  five  years.  Stock- 
holders have  the  right  to  inspect  the  books  of  the  company. 

A  report  must  be  filed  within  60  days  after  commencing  busi- 
ness and  annually  thereafter. 

Fees — Domestic  Corporation. 

Twenty  dollars  up  to  $50,000  of  stock  capital,  and  20c  for  each 
$1,000  in  excess.  Alterations  of  articles  of  incorporation,  $5; 
change  of  name,  $25;  issuing  charter,  $5. 

Annual  franchise  tax,  payable  May  1;  $10  for  $100,000  or  less, 
and  10  cents  for  each  additional  $1,000. 

Mortgages. 

Before  a  foreign  corporation  may  mortgage  any  property  within 
the  state,  for  payment  of  debts  payable  outside  the  state,  a  notice 
of  the  intention  to  create  the  mortgage  must  be  advertised  once 
weekly  for  six  weeks  in  a  newspaper  of  the  district  where  the 
property  is  situated. 

Amalgamations  and  Reconstructions. 

These  are  void  as  against  claims  of  creditors  and  stockholders 
within  the  state,  unless  their  interests  have  been  properly  protected. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares. 

Where  action  is  taken  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  that  state  is  liable  to  attachment. 

Foreign  Corporations. 

Documents  to  be  filed  before  commencing  business  in  the  state: 

(1)  Certified  copy  of  articles  of  incorporation  and  of  all 
amendments; 

(2)  Certified  copy  of  the  corporation  laws  of  the  state  or 
country  where  incorporated; 

(3)  Statement  of  nature  of  business; 

(4)  Certificate  of  appointment  of  resident  agent  (to  be  filed 
in  each  county  where  business  is  carried  on); 
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(5)  Affidavit  of  president  and  secretary  as  to  capital  used  in 
Colorado  (the  Secretary  of  State  supplies  forms  for  this).  A 
license  is  then  issued. 

Fees — Foreign  Corporations. 

Registration  fee,  $30  for  the  first  $50,000  and  30c  per  $1,000  in 
excess,  on  proportion  of  capital  used  in  Colorado. 

Annual  franchise  tax,  payable  at  incorporation  and  on  1st  May 
afterwards,  on  capital  used  in  Colorado:  $10  for  first  $100,000  or 
fraction,  and  10  cents  on  each  additional  $1,000.  Sworn  statement 
to  be  filed  each  year,  on  1st  May,  showing  capital  used  in  Colorado 
(fee  $3.50). 

Filing  by-laws,  $5;  appointment  of  agent,  $5;  filing,  copy  foreign 
state  laws,  $5;  issuing  trading  license,  $5;  filing  affidavit  re  capital 
stock,  $1;  recording  and  certifying  the  corporate  seal  on  each  docu- 
ment, $2.50;  tax  on  stock  certificates,  $2.50  up  to  $50,0(X),  with  5c 
per  thousand  dollars  in  excess. 

DISTRICT  OF  COLUMBIA. 
(City  of  Washington,  D.  C.) 
Partnerships. 

The  general   partnership  law   applies   to   ordinary  partnerships. 

Special  partnerships  are  permitted,  but  the  special  partners  must 
not  exceed  six,  and  the  articles  of  partnership  must  be  recorded  in 
the  office  of  the  Clerk  of  the  Supreme  Court. 

Business  Corporations. 

Minimum  for  incorporation,  three  persons.  The  certificate  of 
incorporation  must  be  filed  with  the  Recorder  of  Deeds. 

The  management  must  be  by  a  board  of  not  less  than  three  nor 
more  than  fifteen  trustees  (directors),  who  must  be  stockholders 
and  the  majority  of  them  resident  in  the  District  of  Columbia. 
After  the  first  year,  they  must  be  elected  by  the  stockholders.  The 
president  must  be  elected  from  the  trustees.  This  board  makes 
the  by-laws  of  the  corporation. 

Before  commencing  business,  the  company  must  have  received 
at  least  10%  of  the  total  amount  of  capital  stock;  property  paid  for 
any  stock  is  considered  equivalent  to  cash,  as  regards  this  limit. 

A  statement  of  the  amounts  received  in  cash,  and  the  property 
received  and  paid  for  by  the  issue  of  stock,  must  be  filed  within 
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30  days  after  the  last  instalment  due  on  the  subscription  of  capital 
stock  has  been  received.  This  statement  must  be  signed  by  tbe 
president  and  a  majority  of  the  trustees,  must  be  sworn  correct 
and  filed  in  the  office  of  the  Recorder  of  Deeds. 

Business  corporations  must  file  annually  with  the  Recorder  of 
Deeds,  by  January  20th,  a  sworn  statement  of  the  capital  paid-up, 
and  the  liabilities  of  the  corporation  on  January  1st.  This  state- 
ment must  be  advertised  in  a  local  newspaper. 

Corporations  are  forbidden  to  buy  the  stocks  of  other  corpora- 
tions, or  to  lend  money  to  stockholders  on  the  security  of  their 
own  shares. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares,  and  this  liability  exists  until  the  statement  of  the 
completion  of  the  payments  on  the  capital  stock  has  been  duly 
recorded  by  the  corporation. 

Where  actions  are  brought  against  a  foreign  corporation,  its 
property  in  the  state  is  liable  to  attachment. 

Fees — Domestic  Corporations, 

The  fee  for  the  registration  of  a  domestic  corporation  is  40c  per 
$1,000  of  the  total  capital  stock. 

No  annual  franchise  tax  or  license  tax  is  payable  by  domestic 
or  foreign  corporations.     Shares  are  not  taxed. 

Foreign  Corporations. 

These  pay  no  initial  license  tax  or  fee  and  no  organization  tax, 
except  filing  and  recording  fees.  An  annual  report  is  to  be  made 
to  the  Secretary  of  State  by  January  20th  of  each  year,  signed 
by  the  president  and  a  majority  of  the  directors. 

CONNECTICUT. 

Partnerships. 

The  general  partnership  law  applies. 

Limited  partnerships  are  permitted,  with  the  usual  provisions, 
but  full  details  must  be  filed  with  the  town  clerk  of  the  place 
where  the  head  office  in  the  state  is  situated. 

The  contributions  by  special  partners  must  be  in  cash,  which  is 
not  withdrawable,  but  they  may  draw  profits  of  not  more  than 
10%  per  annum  on  the  cash  capital  contributed. 

Where  action  is  taken  in  the  state  courts  against  a  foreign 
corporation,  it  may  be  required  to  give  security  for  costs. 
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Business  Corporations. 

Minimum  number  of  members,  three. 

Articles  of  incorporation  must  be  filed  with  the  Secretary  of 
State,  and  a  certified  copy  filed  with  the  town  clerk  where  business 
is  carried  on. 

Minimum  share  value,  $5. 

Officers  and  directors  of  manufacturing  corporations  are  for- 
bidden to  borrow  monies  from  the  corporation. 

Directors  have  power  to  arrange  profit-sharing  schemes  with 
the  workmen.  Exchange  of  directors  with  other  corporations  is 
permitted. 

Annual  balance  sheets  and  reports  must  be  prepared  and  filed 
with  the  State  Treasurer  and  be  open  to  examination  by  stock- 
holders. Business  corporations  may  acquire  their  own  stocks  while 
solvent,  unless  forbidden  by  the  articles  of  incorporation. 

Stock  certificates  are  not  to  be  issued  until  stock  is  fully  paid. 
Treasurer's  receipts  are  issued  temporarily,  and  subscribers  are 
held  to  be  stockholders. 

Where  stock  is  issued  in  payment  for  property,  or  otherwise 
than  for  cash,  a  full  statement  of  the  transaction  must  be  recorded 
in  the  minute  book  of  the  corporation.  The  directors'  valuation 
of  the  assets  acquired  is  conclusive,  except  in  the  case  of  fraud. 

Shares  may  be  sold  by  private  auction,  on  failure  of  the  stock- 
holder to  complete  his  payments. 

An  annual  report  and  balance  sheet  must  be  filed  with  the 
Secretary  of  State  on  the  15th  February  of  each  year,  signed  by 
the  president  and  treasurer.  A  certified  copy  must  also  be  filed 
with  the  town  clerk  of  the  county  where  the  head  office  in  the 
state  is  situated. 

The  Uniform  Stock  Transfer  Act  has  been  adopted  for  the  state. 

Blue  sky  laws  are  in  force. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares. 

No  franchise  or  license  tax  is  payable  by  domestic  or  foreign 
corporations. 

Taxation  of  Shares. 

Statement  to  be  made  each  year  by  15th  October,  to  Tax  Com- 
mission, showing  number  of  shares  issued  and  fair  market  value 
as  at  1st  October,  with  detailed  list  of  all  stockholders.  Tax  to 
be  paid  to  State  Treasurer,  on  1st  February  following,  of  1%  on 
fair  market  value  of  all  shares  outstanding,  less  the  state  stax  paid 
on  real  estate  during  the  year. 
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State  income  tax  is  imposed  and  it  takes  the  place  of  all  other 
taxes  except  the  tax  on  increase  of  capital  stock. 

Mortgage  bonds  on  property  in  the  state  are  exempt  from  tax- 
ation, if  the  property  itself  is  taxed. 

Foreign  Corporations. 

Before  commencing  business,  the  following  documents  must  be 
filed  with  the  Secretary  of  State:  (1)  Certified  copy  of  charter  or 
certificate  of  incorporation;  (2)  sworn  statement  of  president, 
treasurer,  and  a  majority  of  the  directors,  showing  (a)  total  author- 
ized capital  stock;  (b)  amount  paid-in;  (c)  what  portion  has  been 
paid  otherwise  than  in  cash  (for  property);  (d)  description  of  the 
property  or  service  for  which  the  shares  were  issued. 

(3)  Appointment  of  the  Secretary  of  State  to  be  the  attorney 
of  the  corporation  for  service  of  process.  This  appointment  must 
be  acknowledged  before  a  notary,  on  forms  supplied  by  the  Secre- 
tary of  State. 

(4)  Names  and  addresses  of  the  officers  of  the  corporation. 

Annual  Report. 

This  must  be  filed  with  the  Secretary  of  State  on  or  before 
13th  February  or  August,  showing  the  financial  position  as  at 
1st  January  or  1st  July,  previous. 

Fees  and  Taxes. 

Certificate  of  Incorporation   (Domestic  Corporations). 

Franchise  tax  where  total  authorized  capital  stock  is 

$50,000  or  less $25.00 

If  total  authorized  capital  stock  exceeds  $50,000,  50c 
per  $1,000  up  to  $5,000,000,  then  10c.  per  $1,000  for 
any  amount  exceeding. 

Recording  fee  (50c.  per  legal  page),  minimum 1.00 

Certified    copy      "       "        "  "  "         1.50 

for  any  of  the  following  documents: 

Amendment  Before  Organization,  Certificate  of  Or- 
ganization, Increase  of  Capital  Stock,  Reduction  of 
Capital  Stock,  Certificate  of  Change  of  Location, 
Certificate  of  Change  of  Name,  Certificate  of  Mer- 
ger or  Consolidation. 
Certificates  of  Dissolution. 

Preliminar]'    certificate,    recording   fee    (50c.    per   legal 
page),   minimum    1.00 
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Final  certificate,   recording  fee    (50c.  per  legal   page). 

minimum     $  1.00 

Chartered  Corporations. 

Filing  certificates  of  acceptance,  etc 1.00 

Increase  of  capital  stock,  franchise  tax,  $1.00  for  each 
$1,000.     Fees  for  recording  and  furnishing  of  certi- 
fied copy  same  as  of  joint-stock  companies. 
Foreign  Corporations. 

Filing  certified  copy  of  charter 10.00 

Filing  accompanying  statement  of  officers 5.00 

Filing  statement  appointing  Secretary  of  State  as  resi- 
dent   attorney    1.00 

Fee  for  service  of  process  on  Secretary  (25c.  per  page), 

minimum    2.(X) 

Filing  certificate  of  withdrawal     1.00 

Annual  Report. 

Recording  fee  (50c.  per  legal  page),  minimum 1.00 

Certified    copy      "       "        "  "  "         1,50 

Corporations  Without  Capital  Stock. 

Franchise  tax,  articles  of  association 10.00 

Recording    fee     of    articles     (50c.     per    legal    page). 

minimum    1.00 

Certified  copy  (50c  per  legal  page),  minimum 1.50 

[Certified  copies  of  all  certificates  of  amendment  to  certificate  of 
incorporation,  to  be  furnished  by  the  Secretary  of  State,  must  be 
filed  in  the  office  of  the  Town  Clerk  of  the  town  in  which  the 
corporation   is  located.] 

DELAWARE. 
Partnerships. 

The   general  partnership   law  applies  to   ordinary  partnerships. 

Limited  partnerships  are  permitted  (except  for  banking  and 
insurance),  but  they  must  be  certified  in  the  presence  of  a  Justice 
of  the  Peace,  registered  with  the  county  clerk  of  each  county  in 
which  the  special  partnership  has  a  business  place,  and  advertised 
in  the  state  newspapers  ?.t  least  once  weekly  for  four  weeks. 

Neglect  to  comply  with  these  regulations  makes  all  the  partners 
liable  as  general  partners.  The  trading  name  of  the  special  part- 
nership must  contain  names  of  the  general  partners  only. 

Business  Corporations. 

The  minimum  number  for  incorporation  is  three  persons. 
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The  certificate  of  incorporation  must  be  filed  with  the  Secretary 
of  State  and  a  certified  copy  filed  with  the  Recorder  of  the  town 
where  the  head  office  of  the  corporation  in  the  state  is  situated. 

The  minimum  number  of  directors  is  three,  each  holding  at 
least  three  shares;  one  director  to  be  a  resident  of  the  state. 

Preferred  stock  may  be  issued. 

Fully-paid  shares  issued  for  cash,  assets,  or  services,  are  non- 
assessable. 

Shares  held  by  foreign  corporations,  or  non-residents  of  Dela- 
ware, are  not  subject  to  state  taxes. 

A  corporation  must  not  lend  money  on  its  own  shares  to 
officers  or  stockholders.  Mergers  of  domestic  corporations  are 
permitted. 

Where  actions  are  brought  against  a  foreign  corporation  in  the 
state  courts,  its  property  in  the  state  is  liable  to  attachment. 

Fees — Domestic  Corporations. 

Filing  certificate  of  incorporation  with  Secretary  of  State;  mini- 
mum $10,  rate  10c  for  each  $1,000  of  capital  stock  up  to  $2,000,000; 
So  on  each  extra  $1,000. 

Filing  of  increase  or  reduction  of  capital,  or  of  altered  certifi- 
cate of  incorporation,  or  certificate  of  dissolution  $10;  filing  any 
other  certificates  $5. 

Certified  copies  of  documents,  $2.  Recording  papers  by  Secre- 
tary of  State,  Ic  per  line. 

Unless  stated  otherwise  in  the  stock  certificate,  the  liability  of 
stockholders  is  limited  to  the  amounts  unpaid  on  their  shares. 

Foreign  Corporations. 

Before  doing  business  in  the  state,  the  following  documents 
must  be  filed  with  the  Secretary  of  State  by  the  foreign  corpora- 
tion. (1)  certified  copy  of  charter;  (2)  name  and  address  of  resi- 
dent agent  in  the  state:  (3)  sworn  statement  of  assets  and  liabilities. 

Fees — Foreign  Corporations. 

To  Secretary  of  State,  for  issuing  trading  certificate  and  filing 
copy  of  charter,  $10;  state  tax,  $10;  official  seal  of  state  on  the 
copies,  $1. 

Annual  License  Fee. 

The   amount  payable  is  based  on   the  authorized  capital  stock. 
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Annual  Report. 

This  report  must  be  filed  in  January.  It  should  show  the  ad- 
dress of  chief  place  of  business  in  the  state,  name  of  agent  author- 
ized to  accept  service  for  the  corporation,  and  the  address  where 
the  business  is  carried  on  outside  the  state. 

1 

FLORIDA. 

Partnerships. 

The  ordinary  law  of  partnership  applies.  There  is  no  special 
law  relating  to  limited  partnerships. 

Business  Corporations. 

The  organization  may  be  made  either  by  a  special  charter  or 
by  the  general  law  relating  to  corporations.  The  minimum  num- 
ber for  incorporation  is  three  persons. 

For  special  charters,  the  terms  of  the  charter,  and  a  notice  that 
it  is  intended  to  apply  for  letters  patent,  must  be  advertised  once 
weekly  for  four  weeks  consecutively  in  the  newspapers  of  the  county 
where  the  chief  office  is  to  be  situated. 

The  draft  charter  and  notice  of  publication  are  submitted  to  the 
Governor  and,  if  in  proper  form,  letters  patent  are  issued. 

Certified  copies  of  both  the  charter  and  the  letters  patent  must 
be  filed  with  the  clerk  of  the  court  where  the  head  office  of  the 
corporation  is  situated. 

Minimum  share  value,  $10. 

Stock  may  be  issued  for  cash,  property,  or  services,  at  valua- 
tions of  the  directors  or  incorporators  (promoters).  At  least  10% 
of  the  capital  must  be  paid-up,  and  an  affidavit  to  this  effect  made 
by  the  treasurer  and  filed  with  the  Secretary  of  State  and  the  clerk 
of  the  county. 

The  liability  of  stockholders  in  busines  corporations  is  limited 
to  the  amounts  unpaid  on  their  shares. 

Where  actions  are  brought  against  a  foreign  corporations,  its 
property  is  liable  to  attachment,  on  the  grounds  that  it  is  a  non- 
resident. 

Fees — Domestic  Corporations. 

The  incorporation  fee  is  $2  per  $1,000  of  the  total  authorized 
capital  stock,  minimum  $5,  maximum  $250;  permit  fee,  $5.  No  other 
corporation  tax  is  required  to  be  paid  at  any  time. 
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Fees — Foreign  Corporations. 

They  pay  the  same  fees  on  registration  as  domestic  corporations, 
A  resident  agent  must  be  appointed  and  notice  of  appointment  filed. 

Before  beginning  business,  a  foreign  corporation  must  file  a 
certified  copy  of  charter  or  Articles  with  the  Secretary  of  State 
who  will  issue  official  permit  to  do  business;  fee  $5. 


GEORGIA. 


Partnerships. 


The  general  law  of  partnership  applies  to  ordinary  partnerships. 

Special  partnerships  are  permitted  but  they  must  be  approved 
by  the  filing  of  the  partnership  agreement  with  the  clerk  of  the 
county  in  which  the  business  is  carried  on,  and  by  advertisement 
in  the  local  newspapers. 

) 
Business  Corporations. 

Corporations  are  formed  by  the  granting  of  special  charters 
by  the  Superior  Court,  the  Judges  having  power  to  hold  special 
terms  of  the  Court  for  this  purpose. 

The  procedure  is  for  the  incorporators  to  file  a  petition  for  a 
charter  with  the  Clerk  of  the  Superior  Court,  giving  details  of  the 
trading  title,  total  capital  stock,  quantity  and  value  of  shares,  and 
the  proposed  life  of  the  corporation,  which  is  not  to  be  more  than 
20  years. 

The  petition  must  be  advertised,  once  weekly  for  four  weeks, 
in  the  local  newspaper  of  the  district  where  the  business  is  to  be 
carried  on. 

A  court  hearing  follows,  and  on  proof  of  compliance  with  the 
regulations  the  court  grants  the  incorporation  for  a  period  of  20 
years,  with  option  of  renewal  for  a  similar  period. 

At  least  10%  of  the  capital  stock  must  be  paid  in  before  the 
commencement  of  business,  which  must  take  place  within  two 
years. 

The  by-laws'  must  be  publicly  displayed  at  the  offices  of  the 
corporation. 

The  liability  of  stockholders  is  limited  to  the  unpaid  balance,  if 
any,  owing  on  their  shares. 

Actions  brought  against  foreign  corporations  in  the  state  courts 
make  their  property  in  the  state  liable  to  attachment. 
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Fees — Domestic  Corporations. 

No  organization  tax.  Filing  and  Recording  fees,  payable  to 
clerk  of  county  court,  filing  charter,  about  $15;  issuing  certified 
copy,  $2.50. 

Payable  to  Secretary  of  State;  recording  issue  of  bonds,  per 
lOO  words,  20c;  recording  cancellation  of  bonds,  $1.50. 

Annual  franchise  tax,  domestic  and  foreign  corporations.  Not 
exceeding  $10,000,  $10;  $25,000,  $15;  $50,000,  $20;  $75,000,  $30; 
$100,000,  $50;  $300,000,  $150;  $500,000,  $200;  $1,000,000,  $300; 
$2,000,000,  $500;  over  $3,000,000,  $600. 

Foreign  Corporations. 

These  are  treated  like  domestic  corporations  as  regards  pay- 
ment of  fees,  privileges  and  liabilities. 

Before  commencing  business,  a  petition  must  be  presented  for  a 
license  to  trade,  and  a  certified  copy  of  the  charter  or  articles  of 
incorporation  must  be  filed  with  the  Secretary  of  State,  and  with 
the  Clerk  of  the  Superior  Court.  The  fees  payable  are:  to  the 
Clerk  of  the  Court,  for  filing  charter,  $15;  issuing  the  license  to 
trade,  $2.50. 

Fees — Foreign  Corporations. 

Franchise  tax  is  payable  to  the  Secretary  of  State  at  the  same 
rate  as  for  domestic  corporations,  ranging  from  $10  for  $10,000  to 
$500  for  $2,000,000  of  authorized  capital  stock. 

No  annual  reports  need  be  filed.  Foreign  corporations  mast  not 
hold  more  than  5,000  acres  of  land  in  the  state. 

HAWAII. 
(Honolulu.) 

Domestic  Corporations. 

Organization  Tax:  Per  thousand  dollars  of  capital  stock,  20c; 
minimum  fee,  $25.  Increase  of  capital  stock,  per  $1,000,  20c;  mini- 
mum fee,  $20.  Renewal  of  corporate  existence,  same  fee  as  for 
original  organization  certificate.  Increase  or  decrease  of  par  value 
of  shares,  $25.  Filing  annual  statement,  domestic  and  foreign 
corporations,  $10.     Other  certificates,  $5.     Registration  fee,  $50. 

Foreign  Corporations. 

Powers,  privileges  and  fees,  same  as  for  domestic  corporations. 
Annual   reports  required   1st  July.     Annual  license  tax  of  foreign 
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corporations,  $100.    Income  tax,  4%  on  net  profits  of  business  done 
in  Hawaii 

Returns  of  profits  to  be  made  in  January  of  each  year, 

IDAHO. 

Partnerships. 

The  ordinary  partnership  law  applies  to  commercial  and  mining, 
partnerships.     No  written  agreement  is  compulsory. 

Special  partnerships  can  only  be  formed  by  the  terms  being 
stated  in  a  formal  agreement,  coupled  with  an  affidavit  by  each 
partner  that  the  contributions  of  the  special  partners  have  actually 
been  paid  in.  The  agreement  must  be  recorded  and  the  certificate 
of  filing  must  be  advertised  in  a  local  newspaper  once  weekly  for 
four  consecutive  weeks. 

Business  Corporations. 

A  minimum  number  of  three  persons  is  required  for  the  in- 
corporation, one  of  these  must  be  a  resident  of  the  state.  The 
articles  of  incorporation  must  be  executed  as  a  deed.  An  affidavit 
is  required  by  one  of  the  officers  appointed  by  the  Articles,  to  the 
effect  that  the  minimum  amount  of  capital  stock  has  been  sub- 
scribed. 

The  articles  of  incorporation  must  then  be  filed  with  the  County 
Recorder  of  the  district  in  which  the  business  is  carried  on,  and  a 
copy  certified  by  the  Recorder  must  be  filed  with  the  Secretary  of 
State,     Duration  of  the  charter  is  SO  years. 

Further  copies  of  the  articles  must  be  filed  in  each  county  where 
the  corporation  acquires  property.  By-laws  must  be  adopted  within 
a  month  after  the  filing  of  the  articles;  they  must  be  entered  in  a 
special  book,  and  be  open  to  public  inspection.  The  minimum 
number  of  directors  is  three,  maximum  fifteen;  one  must  be  a  resi- 
dent of  the  state,  and  all  must  be  stockholders. 

Directors  are  elected  by  ballot,  cumulative  voting  being  per- 
mitted; they  can  be  removed  by  a  majority  of  two-thirds  of  the 
stockholders. 

Meetings  of  stockholders  must  be  held  within  the  state,  but 
directors'  meetings  may  be  held  anywhere. 

The  liability  of  a  stockholder  is  limited  to  the  amount  unpaid 
on  his  shares,  and  is  further  limited  to  responsibility  for  debts  in- 
curred by  the  corporation  during  the  time  he  held  such  shares. 
Creditors  may  sue  stockholders  for  amounts  unpaid  on  their  shares. 
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Where  action  is  brought  against  a  foreign  corporation  in  the 
state  courts,  its  property  in  the  state  is  liable  to  be  attached  as 
security,  on  the  grounds  of  its  being  a  non-resident. 

Fees — Domestic  Corporations. 

Certificates,  $3;  recording  articles  of  incorporation,  20c  per 
folio  of  100  words. 

Incorporation  fees  payable  to  the  Secretary  of  State,  on  the 
a;  thorized  capital  stock,  not  exceeding  the  following  amounts: 

$25,000,  $10;  $50,000,  $20;  $100,000,  $40;  $500,000,  $60;  $1,000,- 
000,  $100;  over  $1,000,000,  $150. 

Fees — Foreign  Corporations. 

Filing  fee,  appointment  of  agent,  $2;  filing  certificate  of  incor- 
poration, $3.  Fee  on  registration,  based  on  total  authorized  capital 
stock,  graded,  from  $10  for  $25,000  or  less,  to  $60  for  $500,000,  and 
$100  for  $1,000,000. 

Annual  license  tax  is  payable  on  the  total  authorized  capital 
stock.  Not  exceeding  $5,000,  $25  total  fee;  $10,000,  $31.20;  $25,000, 
$37.50;  $50,000,  $56.20;  $100,000,  $93.20;  $250,000,  $131.20;  $1,000,000. 
$225;  $2,000,000,  $325;  over  $2,000,000,  $375. 

At  the  time  of  registration  the  proportion  of  this  annual  tax 
must  be  paid  for  the  period  up  to  30th  June  following.  It  must  be 
paid  annually  afterwards,  in  advance. 

Documents  to  be  filed  before  doing  business  in  the  state  are: 
(1)  copies  of  articles  of  incorporation,  certified  by  the  Secretary 
of  the  State  in  which  it  was  incorporated;  one  copy  to  be  filed 
with  the  county  recorder  of  the  county  in  Idaho  in  which  the  prin- 
cipal place  of  business  is  situated  and  another  copy,  certified  by 
him,  to  be  filed  with  the  Secretary  of  State  for  Idaho;  (2)  appoint- 
ment of  agent  to  be  filed  with  the  Secretary  of  State  and  with  the 
Clerk  of  the  District  Court  for  the  same  county;  (3)  Annual  state- 
ment, on  forms  provided. 

ILLINOIS. 

Partnerships. 

The  ordinary  partnership  law  applies  to  commercial  partner- 
ships. Limited  partnerships  are  permitted;  thev  are  governed  by 
the  Uniform  Limited  Partnership  Act,  which  was  adopted  by  the 
State  m   1917. 
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Business  Corporations. 

The  minimum  number  for  incorporation  is  three  persons.  The 
articles  of  incorporation  must  be  filed  with  the  Secretary  of  State, 
who  issues  a  license  to  the  commissioners  (incorporators).  Stock 
may  then  be  offered  for  subscription. 

When  the  total  capital  stock  has  been  subscribed,  the  com- 
missioners give  ten  days'  notice  of  a  meeting  for  the  election  of 
directors,  and  afterwards  submit  a  statement  to  the  Secretary  of 
State  showing  the  amounts  paid  for  shares  and  the  balances  owing. 
The  Secretary  of  State  must  be  satisfied  of  the  regularity  of  the 
incorporation  before  he  will  issue  the  final  certificate  of  incorpora- 
tion. This  requires  filing  in  the  county  where  the  business  is  to  be 
carried  on. 

Where  capital  stock  is  issued  in  payment  for  property  pur- 
chased, the  value  is  to  be  assessed  by  the  commissioners,  who 
must  report  as  to  its  cash  value. 

Any  corporation  may  acquire  the  shares  of  other  corporations. 
Business  corporations  may  only  hold  such  real  estate  as  is  neces- 
sary for  their  ordinary  use. 

Transfers  are  governed  by  the  Uniform  Stock  Transfer  Act. 
The  liability  of  stockholders  is  limited  to  the  amounts  unpaid  on 
their  shares. 

Where  action  is  taken  against  a  foreign  corporation  in  the 
state  courts,  its  property  there  is  liable  to  be  seized  on  the  grounds 
that  it  is  a  non-resident. 

Fees — Domestic  Corporations, 

Annual  franchise  tax.  Reports  to  be  made  by  1st  March,  on 
forms  provided. 

Fee  for  filing,  $20,  and  5  cents  per  $100  on  capital  stock  used 
in  the  state,  minimum  $10.  (Foreign  corporations  pay  fee  at  the 
same  rate.) 

Corporations  formed  in  the  state,  but  doing  no  business  there, 
pay  annual  franchise  tax  of  $10  for  $50,000  or  less  of  authorized 
capital  stock;  $15  between  $50,000  and  $200,000;  $20  up  to  $500,000; 
$50  up  to  one  million  dollars;  between  $1,000,000  and  $10,000,000, 
$200;  over  $10,000,000,  $1,000. 

"No  par  value"  shares  estimated  at  $100. 

Organization  tax,  l/20th  of  1%  on  the  capital  stock;  mini- 
mum $20. 

(If  the  capital  stock  is  of  no  par  value,  the  shares  shall  be 
considered  to  be  $100  each,  for  tax  purposes.) 

Filing  and  recording  fees:    (1)   Payable  to  Secretary  of  State: 
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Certificate  of  amendment  of  articles,  $20.  For  extension  of  cor- 
porate existence,  the  same  fee  as  for  organization.  Amended  cer- 
tificate of  incorporation,  $20. 

(2)  Payable  to  Recorder  of  Deeds:  For  certificate  of  com- 
plete organization,  25c.,  plus  10c.  per  hundred  words. 

Foreign  Corporations  (Extract  from  laws). 

Each  foreign  corporation  organized  for  pecuniary  profit  (ex- 
cept banking,  insurance,  building  and  loan  and  surety  companies), 
not  now  licensed  to  do  business  in  this  State,  shall,  before  it 
transacts  any  business  or  maintains  an  office  in  this  State,  procure 
a  certificate  of  authority  therefor  from  the  Secretary  of  State.  No 
certificate  shall  issue  to  any  foreign  corporation  authorizing  it  to 
transact  business  in  this  State  until  the  same  portion  of  its  capital 
stock  is  paid  in  as  is  required  of  like  corporations  organized  under 
the  laws  of  this  State. 

A  foreign  corporation  desiring  a  certificate  of  authority  here- 
under shall  file  in  the  office  of  the  Secretary  of  State: 

(1)  A  copy  of  its  charter  duly  authenticated  by  the  proper 
officer  of  the  State  or  county  wherein  its  is  incorporated; 

(2)  A  statement  verified  by  its  president  and  secretary  or 
other  officer  setting  forth: 

(a)  The  name  of  such  corporation  and  the  location  of  its 
principal  office  or  place  of  business  without  this  State,  and  the  loca- 
tion of  the  proposed  principal  office  or  place  of  business  in  this 
State; 

(b)  The  names  of  the  states  in  which  it  has  qualified  to  do 
business  under  the  corporation  laws  thereof; 

(c)  The  character  of  business  which  it  intends  to  carry  on  in 
this  State; 

(d)  An  itemized  estimate  of  the  amount  of  tangible  property 
to  be  employed  by  it  in  the  State  during  the  first  year  next  after 
the  date  on  which  it  shall  be  licensed  and  begin  to  do  business  in 
this  State; 

(e)  An  estimate  of  the  total  amount  of  the  capital  to  be  em- 
ployed by  it  in  this  State  and  an  estimate  of  the  total  amount  of 
capital  to  be  employed  by  it  elsewhere  during  such  year,  itemized 
as  follows: 

(1)  The  value  of  patent  rights,  licenses,  franchises,  trade- 

marks, secret  processes,  copyrights  and  good  will..$ 

(2)  Contracts  or  choses  in  action $ 

(3)  Merchandise  raw  materials,  and  goods  in  process  of 

manufacture $ • 
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(4)  Book  accounts  and  notes •  •$ 

(5)  Machinery  and  real   estate $ 

(6)  Stock  in  other  corporations  and  securities $ 

(7)  Furniture,  fixtures,  stationery,  and  like  articles $ 

(8)  Cash  in  bank $ 

(9)  Kinds  and  amount  of  other  personalty $ 

(f)  An  estimate  of  the  annual  business  to  be  transacted  by  the 
corporation  everywhere; 

(g)  An  estimate  of  the  annual  business  to  be  transacted  at  or 
from  places  of  business  in  Illinois; 

(h)  The  name  and  address  of  some  person  permanently  resid- 
ing in  this  State,  upon  whom,  as  the  resident  agent  of  the  corpora- 
tion until  his  successor  shall  have  been  appointed,  service  of  legal 
process  may  be  had,  and  the  names  and  addresses  of  the  officers 
and  directors; 

(i)  Such  other  information  touching  the  property  and  busi- 
ness of  the  corporation  as  the  Secretary  of  State  may  require. 

If  such  statement  is  in  conformity  with  law,  the  Secretary 
of  State  shall  file  the  same.  He  shall  also  issue  a  certificate  sub- 
ject to  the  limitations  and  restrictions  prescribed  by  this  Act. 
Upon  the  approval  of  such  statement  such  corporation  shall  have 
authority  to  do  the  business  set  forth  in  the  certificate  issued  by 
the  Secretary  of  State,  but  subject,  however,  to  the  terms  and 
conditions  prescribed  by  this  Act. 

Annual  Reports  by  Foreign  Corporations. 

About  September  1  of  each  year,  anti-trust  affidavit;  in  Feb- 
ruary, annual  report,  on  form  supplied;  in  December,  report  on 
real  estate  (if  any),  taken  as  security  for  debt.  Fee  for  filing 
each  report,  $1. 

Fees — Foreign  Corporations. 

Initial  license  tax,  same  as  for  organization  of  domestic  cor- 
porations, based  on  the  capital  employed  in  the  State.  Shares  of 
no  par  value  held  to  be  $100  each. 

INDIANA. 

Partnerships. 

The  general  rules  of  the  partnership  law  apply  to  ordinary 
partnerships.  Limited  partnerships  are  allowed,  but  formal  agree- 
ments must  be  made,  signed  and  recorded  in  order  to  limit  the 
liability  of  the  special  partners. 
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Business  Corporations, 

The  minimum  number  of  persons  required  for  incorporation  is 
three. 

When  the  organization  formalities  have  been  completed,  a  sum- 
marized statement  is  filed  with  the  Clerk  of  the  Circuit  Court  of 
the  county  where  the  business  is  to  be  carried  on. 

At  the  next  court  hearing,  an  order  is  issued  by  the  court  certi- 
fying the  incorporation.  The  articles  of  incorporation,  properly 
certified,  must  then  be  filed  with  the  Secretary  of  State. 

Shares  may  not  be  more  than  $100  par  value.  Minimum  num- 
ber of  directors,  three;  maximum  eleven. 

The  first  meeting  of  stockholders  is  subject  to  10  days'  notice 
to  be  given  by  mail  or  by  local  newspaper  advertisement. 

The  list  of  stockholders  must  be  kept  at  the  head  office  of  the 
corporation  in  the  state  and  must  be  open  to  the  inspection  of 
stockholders  and  creditors,  who  may  take  copies.  Annual  reports 
must  be  filed,  verified  under  oath  by  two  directors  or  the  president 
and  secretary. 

No  special  amount  of  capital  is  required  to  be  paid  in  for  busi- 
ness corporations.     Directors  are  not  required  to  be  residents. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares.  If  any  repayment  of  capital  is  made  to  stockhold- 
ers before  payment  of  all  creditors'  claims,  the  amounts  can  be 
recovered. 

Where  action  is  taken  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  is  liable  to  attachment. 

Fees — Domestic  Corporations. 

Filing  and  recording  fees  payable  to  Secretary  of  State;  filing 
articles  of  incorporation,  $10,  up  to  $10,000  authorized  capital  stock; 
above  $10,000,  1/10  of  1%.  Increase  of  capital  stock  is  chargeable 
at  the  same  rate. 

Certificates  of  articles  of  agreement  for  mergers  or  consolida- 
tions are  treated  as  articles  of  incorporation,  and  charged  at  same 
rates. 

Amendments  of  articles;  fee,  20  cents  per  lOO  words. 

Filing,  minimum,  $5.  Recording  charter  or  certificate  of  in- 
corporation, $1.50,  and  10  cents  per  100  words  after  first  100.  Ce.'-- 
tificate  of  incorporation,  SOc. 

Foreign  Corporations. 

Before  commencing  business  in  the  state,  a  foreign  corporation 


STATE     LAWS— INDIANA— IOWA  163 

must    file   with    the    Secretary    of    State    the   following'   statements, 
signed  and  sworn  to  by  the  president  and  secretary: 

(1)  Nature  of  business  to  be  carried  on;  (2)  total  authoriz'*d 
capital  stock  and  amount  paid  in;  (3)  whether  it  is  carrying  on,  or 
intends  to  carry  on,  business  outside  the  state;  (4)  proportion  of 
property  and  assets  to  be  used  in  the  state,  and  an  estimate  of  the 
annual  total  of  business  to  be  done;  (5)  names  and  addresses  of 
the  president,  secretary,  and  directors;  (6)  address  of  principal 
office  in  the  state;  (7)  name  and  address  of  agent  for  service  of 
process,  (who  must  file  a  notice  of  acceptance  with  the  Clerk  of 
the  Circuit  Court).  A  certified  copy  of  the  articles  of  incorpora- 
tion must  be  filed  with  the  Secretary  of  State  by  30th  January, 
giving  the  same  details  as  stated  above. 

The  Secretary  of  State  may  require  additional  details  to  be  filed 
with  the  articles  of  incorporation  before  issuing  the  license  to  trade. 

Fees — Foreign  Corporations. 

Fee  for  registration,  $25  for  first  $10,000  authorized  capital  stock, 
and  1/lOth  of  1%  on  any  additional  sum;  certificate  50  cents. 

IOWA. 

Partnerships. 

The  ordinary  partnership  law  applies  to  trading,  manufacturing 
and  mining  partnerships. 

Limited  partnerships  may  be  formed,  but  a  detailed  sworn  cer- 
tificate must  be  filed  with  the  clerk  of  the  district  court  of  the 
county  where  the  business  is  to  be  carried  on,  and  a  notice  of  the 
limited  partnership  must  be  advertised  for  six  consecutive  weeks  in 
two  local  weekly  newspapers. 

Business  Corporations. 

There  are  no  restrictions  as  to  the  minimum  or  maximum  num- 
ber of  persons  required  for  incorporation. 

The  articles  of  incorporation  must  be  filed  with  the  Recorder  of 
Deeds  of  the  county  where  the  business  is  to  be  carried  on,  and 
must  be  also  filed  with  the  Secretary  of  State,  who  has  discretion 
as  to  requiring  proof  of  compliance  with  all  statutory  regulations. 

After  the  Secretary  of  State  has  issued  his  certificate  of  incor- 
poration, the  notice  of  the  incorporation  must  be  advertised  once 
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weekly  for  four  consecutive  weeks  and  proof  of  the  publication 
must  be  filed  with  the  Secretary  of  State  within  3  months  after  the 
issue  of  the  certificate  of  incorporation. 

The  State  Assembly  controls  business  corporations  and  it  may 
alter  the  articles  of  incorporation  or  restrict  the  franchise  of  the 
corporation,  or  subject  it  to  special  regulations  in  the  interests  of 
the  public. 

Stock  certificates  must  show  the  amounts  paid  thereon,  and 
whether  issued  for  cash  or  for  property  or  other  consideration. 

The  duration  of  a  corporation  is  limited  to  20  years. 

No  shares  may  be  issued  for  the  purchase  of  property  except 
with  the  consent  of  the  Executive  Council  of  the  State  of  Iowa, 
first  obtained. 

The  liability  of  stockholders  may  be  fixed  by  the  articles  of 
incorporation,  otherwise  it  is  limited  to  the  amounts  unpaid  on 
their  shares. 

"Blue  Sky"  laws  are  in  force. 

Fees — Domestic  Corporations. 

Filing  articles  of  incorporation,  $25  for  $10,000  or  less  of  au- 
thorized capital  stock;  $1  per  $1,000  additional,  maximum  fee, 
$350.     Recording  fee,  50  cents  and  10  cents  per  100  words. 

Foreign  Corporations. 

Before  commencing  business  the  following  statements  must  be 
filed  with  the  Secretary  of  State. 

(1)  copy  of  the  articles  of  incorporation,  certified  by  the  Secre- 
tary of  State  where  incorporated;  (2)  resolution  of  the  board  of 
directors  authorizing  the  filing  of  the  copy;  (3)  also  resolution 
authorizing  the  service  of  process  on  the  officers  or  agents  of  the 
corporation  in  the  State  of  Iowa,  and  (5)  application  for  a  permit 
to  do  business  in  the  state. 

The  application  must  be  sworn  to  and  signed  by  at  least  two 
of  the  principal  officers  of  the  corporation;  it  must  state  the  (a) 
total  authorized  capital  of  the  corporation;  (b)  total  paid  in;  (c) 
total  assets,  including  capital,  surplus,  undivided  profits,  bonds  and 
promissory  notes  and  real  estate  and  personal  property  of  every 
kind;  (d)  total  value  of  all  property  in  use,  or  held  for  investment, 
within  the  state;  (e)  total  value  of  money  and  of  property  intended 
to  be  used  within  the  state  for  carrying  on  business. 
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Fees — Foreign  Corporations. 

Filing  fee,  assessed  on  the  amount  of  capital  used  within  the 
state,  minimum  $25  for  $10,000  or  less,  $1  per  $1,000  additional. 
Recording  fee,  10  cents  per  100  words. 

Annual  Report. 

This  must  be  made  to  the  Secretary  of  State,  in  July,  on  forms 
provided  by  him. 

Property  of  a  foreign  corporation  in  the  state  may  be  attached 
as  security,  in  case  of  any  action  brought  against  it  in  the  state 
courts. 


KANSAS. 

Partnerships. 

Formal  partnership  agreements  are  required  to  establish  partner- 
ships; these  must  be  recorded. 

Limited  partnerships  are  permitted,  but  they  must  be  formed  by 
written  agreements,  which  are  to  be  verified  by  each  partner  and 
recorded. 

Business  Corporations. 

The  minimum  number  of  persons  required  to  form  a  corporation 
is  five. 

The  title  of  the  corporation  must  show  the  nature  of  its  business, 
it  must  begin  with  the  word  "the"  and  end  with  the  word  "corpora- 
tion",  "company",   "association"  or   "society". 

The  charter  must  state  the  name  and  objects  of  the  corporation, 
its  place  of  business,  its  duration,  (limited  to  50  years  with  the  privi- 
lege of  renewal)  amount  of  capital,  number  of  shares,  and  the  names 
and  addresses  of  stockholders  with  their  holdings. 

At  least  five  stockholders  must  sign  the  charter,  three  of  them  to 
be  citizens  of  the  state.  Business  may  not  be  commenced  until  at 
least  20%  of  the  stock  capital  has  been  received  by  the  corporation 
in  cash  or  property,  and  an  affidavit  to  this  effect  has  been  filed  with 
the  Secretary  of  State.  The  charter  is  also  to  be  filed  with  the  Sec- 
retary of  State,  who  issues  a  certified  copy  to  the  corporation. 

The  directors  appoint  a  president  from  their  own  number  and  also 
treasurer  and  secretary.  The  charter  may  fix  a  maximum  of  shares 
to  be  held  or  voted  by  any  stockholder,  and  may  provide  for  the  issue 
of  preference  shares  and  cumulative  voting. 
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Sworn  balance  sheets  and  reports  must  be  sent  to  the  Secretary  of 
State  on  the  31st  of  December  of  each  year. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid  on 
their  shares. 

Where  action  is  brought  in  the  state  courts  against  a  foreign  cor- 
poration, its  property  in  the  state  may  be  attached  as  security. 

Fees — Domestic  Corporations. 

Application  for  charter,  $25;  filing  and  recording,  $2.50.  Fee  on 
capital  stock,  (minimum  $10)  $1  per  $1,000  on  the  first  $100,000,  on 
additional  amounts  a  fixed  fee  of  $100  and  50c  per  $1,000. 

Foreign  corporations  pay  at  the  same  rate,  on  the  amount  of  their 
capital  used  in  the  state. 

On  a  merger  taking  place,  the  capital  stock  tax  must  be  paid  for 
the  additional  capital  stock  value  over  the  capital  values  of  the  sepa- 
rate corporations. 

Foreign  Corporations. 

After  fulfilling  the  requirements  as  to  registration  and  payment 
of  fees,  foreign  corporations  have  the  same  rights  and  liabiUties,  and 
are  subject  to  the  same  regulations,  as  domestic  corporations. 

Application  for  permission  to  do  business  in  the  state  must  be  made 
to  the  State  Charter  Board;  forms  of  application  are  supplied  by  the 
Secretary  of  State.  The  application  must  contain  the  following  details : 
(1)  certified  copy  of  charter  or  Articles;  (2)  address  of  principal 
office  outside  the  state;  (3)  address  of  principal  office  within  the  State 
of  Kansas;  (4)  nature  of  business  to  be  carried  on;  (5)  names  and 
addresses  of  the  directors  and  chief  officers;  (6)  detailed  balance 
sheet,  sworn  to  by  the  president  and  secretary;  (7)  certified  copy  of 
resolution  of  the  board  of  directors  authorizing  the  Secretary  of  State 
to  act  as  agent  for  the  corporation,  for  service  of  process;  (8)  written 
consent  of  corporation  to  service  being  made  on  him  on  behalf  of  the 
corporation.  This  consent  to  be  under  the  seal  of  the  corporation  and 
signed  by  its  chief  officers. 

Annual  Report. 

On  or  before  31st  March  a  report  must  be  made,  on  forms  to  be 
supplied  by  the  Secretary  of  State,  showing  the  financial  position  of  the 
corporation  as  at  31st  December  previously. 

Annual  License  Fee. 

Assessed  on  the  amount  of  capital  used  in  Kansas;  at  the  rate  of 
$1  per  $1,000  up  to  $100,000;  then  at  the  rate  of  50c  per  $1,000  up  to 
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3   million    dollars ;    $2,000    fee    for   5    million   dollars ;   $2,500   fee  over 
5  million  dollars. 

Filing  and  recording,  $2.50. 

KENTUCKY. 

Partnerships. 

The  usual  partnership  regulations  apply  tc  ordinary  partnerships. 

Trading  names  which  are  not  those  of  the  owners  of  the  business 
must  be  registered  with  the  clerk  of  the  county  where  the  business  is 
carried  on. 

Limited  partnerships  must  file  a  detailed  statement  at  the  office 
of  the  clerk  of  the  local  county  court,  and  must  advertise  a  summary 
in  the  local  newspaper  weekly  for  four  consecutive  weeks. 

The  names  of  special  partners  must  not  be  published,  otherwise  they 
are  liable  as  general  partners. 

Business  Corporations. 

The  minimum  number  of  persons  for  incorporation  is  three.  The 
articles  of  incorporation  must  be  executed  as  deeds,  certified  copy  to  be 
filed  with  the  Secretary  of  State  and  recorded  with  the  local  county 
clerk.  Every  corporation,  domestic  and  foreign,  carrying  on  business 
in  the  state,  must  file  with  the  Secretary  of  State  a  notice  of  their 
principal  place  of  business  and  the  name  and  address  of  a  resident 
agent  for  service  of  notices  and  writs. 

At  least  one-half  the  capital  stock  must  be  paid  in  to  the  corpora- 
tion before  it  may  commence  business,  which  must  be  within  2  years. 

Lists  of  stockholders  and  their  holdings  must  be  kept  at  the  head 
office  of  the  corporation  in  the  state  and  be  open  to  the  inspection  of 
stockholders  and  creditors. 

Directors  may  be  resident  outside  the  state. 

Mergers  and  consolidations  are  permitted. 

Corporations  may  not  hold  land  for  more  than  5  years  if  not  re- 
quired for  their  own  use. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid  on 
their  shares. 

Property  of  a  foreign  corporation  in  the  state  may  be  seized  as 
security  for  actions  brought  against  it  in  the  state  courts. 

Fees — Domestic  Corporations. 

Organization  fee;  on  authorized  capital  stock,  $1  per  $1,000.  Re- 
cording articles  of  incorporation  by  the  Secretary  of  State  25c  per  100 
words.     Filing  with  clerk  of  county  court,  about  $4. 
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Annual  franchise  tax  on  domestic  corporations,  50c  per  $1,000, 
assessed  on  either  the  property  of  the  corporation  or  its  trade  for  the 
year,  minimum  tax  $10. 

Foreign  Corporations. 

Before  commencing  business  a  statement  must  be  filed  with  the 
Secretary  of  State  declaring  the  address  of  its  principal  place  of  busi- 
ness within  the  state,  and  the  name  of  the  resident  agent  of  the  cor- 
poration upon  whom  process  may  be  served  on  behalf  of  the  corpora- 
tion.    (Fee  for  filing  this  notice,  $1.) 

Fees — 'Foreign  Corporations. 

Annual  registration  fee,  assessed  on  the  capital  used  within  the 
state,  or  the  amount  of  business  done,  50c  per  $1,000,  minimum  $10. 
Corporations  may  elect  to  pay  on  the  capital  used  within  the  state 
and  need  not  then  declare  the  amount  of  business  done;  minimum  tax 
$10,  for  $20,000  or  less. 

Annual  reports  are  to  be  made  to  the  Auditor  of  Public  Accounts, 
for  the  purpose  of  assessment  of  taxation,  on  forms  supplied  by  him. 
The  report  is  to  be  made  up  to  31st  December  and  sent  on  or  before 
February  1   following. 

Annual  state  property  tax,  40  cents  per  $100. 

LOUISIANA. 

Partnerships. 

The  partnership  law  shows  traces  of  French  influence. 

Two  classes  of  partnerships  are  recognized;  the  first,  called 
"commercial  partnerships,"  being  chiefly  for  service  businesses 
such  as  are  carried  on  by  agents  and  brokers.  The  second  class, 
called  "ordinary  partnerships,"  comprises  trading,  manufacturing, 
and  other  undertakings. 

Another  kind  of  partnership,  called  "in  commendam,"  is  like 
the  French  "societe  en  commandite,"  as  it  recognizes  sleeping 
partners,  whose  liability  is  limited  to  the  capital  they  contribute 
to  the  partnership  funds.  This  class  of  partnership  is  sometimes 
formed  into  a  corporation  under  the  Limited  Liability  Act,  by 
which  the  liability  of  each  member  is  limited  to  the  amount  of 
shares  he  subscribes.  It  should  be  noted  that  there  is  a  diflFer- 
ence  between  this  and  a  limited  partnership.  In  the  latter,  there 
are  general  partners,  who  are  usually  the  managers,  having  ua- 
limited  liability,  and  special  partners,  who  must  not  take  any  part 
in  the  management,  and  whose  liability  is  limited  to  the  capital 
they  agree   to  contribute. 
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No  partnership  or  firm  is  permitted  by  the  laws  of  Louisiana 
to  use  the  words  "Company,"  "Coy"  or  "Co."  in  its  trading  name, 
unless  the  term  represents  an  additional  partner  or  partners. 

Business  Corporations. 

The  minimum  for  incorporation  is  three  persons.  The  title 
must  include  the  word  "incorporated"  or  an  abbreviation  of  this 
word. 

The  charter  must  be  recorded  with  the  Secretary  of  State,  but 
5%  of  the  total  capital  stock  must  first  be  subscribed  and  paid  in. 

The  minimum  capital  is  $5,000.  At  least  50%  of  the  capital 
stock  must  be  paid  in  before  the  corporation  may  commence  busi- 
ness; the  balance  must  be  paid  within  one  year  or  the  corporation 
is  liable  to  be  dissolved. 

Meetings  of  stockholders  must  be  held  within  the  state.  By 
consent  of  all  directors,  board  meetings  may  be  held  outside  the 
state.     A  director  must  hold  at  least  one  share. 

Stock  may  be  issued  for  cash,  property,  or  services  performed. 
A  corporation  may  hold  the  stocks  of  other  corporations. 

The  charter  may  provide  for  cumulative  voting. 

Annual  balance  sheets  and  reports  must  be  filed  with  the  Secre- 
tary of  State  and  copies  must  be  sent  to  each  stockholder  requiring 
same.  The  liability  of  stockholders  is  limited  to  the  amounts  un- 
paid on  their  shares. 

The  Uniform  Stock  Transfer  Act  has  been  adopted. 

Where  action  is  brought  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  is  liable  to  seizure  as  security, 
on  the  ground  that  it  is  a  non-resident. 

Fees — Domestic  Corporations. 

Payable  to  State  Treasurer  on  incorporation,  SOc.  per  $1,000 
of  authorized  capital  stock,  minimum  $10.  Recording  fee,  $1,  plus 
25c.  per  100  words. 

No  annual  franchise  tax. 

Foreign  Corporations. 

Statements  to  be  filed  with  the  Secretary  of  State,  before  com- 
mencing business:  (1)  certified  copies  of  articles  of  incorporation 
or  certificate  of  charter;  (2)  copies  of  any  amendments;  (3)  power 
of  attorney  appointing  resident  agent  for  service  of  process. 

A  notice  of  the  appointment  of  a  resident  agent  must  also  be 
filed  with  the  clerk  of  the  district  court  of  the  parish  in  which  the 
principal  office   within  the   state  is   situated. 
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Annual  report  must  be  filed  with  the  Secretary  of  State  within 
30  days  of  the  annual  general  meeting  of  stockholders,  showing: 
(a)  capital  stock  issued  and  outstanding,  (b)  whether  fully  paid; 
(c)  names  and  addresses  of  officers  and  directors;  (d)  nature  of 
business;  (e)  address  of  the  principal  office  within  the  state. 

Fees — Foreign  Corporations. 

No  registration  fee  or  license  tax  is  payable,  except  as  follows: 
Filing  certificate  of  incorporation,  $1;  filing  power  of  attorney 
appointing  a  resident  agent,  $3.50;  recording  charter  or  Articles, 
25  cents  per  100  words. 

MAINE. 
Partnerships. 

The  usual  partnership  law  applies  to  ordinary  partnerships. 
Limited  partnerships  must  file  a  detailed  statement  with  the  Re- 
corder of  Deeds  of  the  county  where  the  business  is  carried  on, 
and  must  advertise  a  summary  in  a  local  newspaper,  once  weekly 
for  six  weeks.  The  firm  name  of  the  limited  partnership  must 
contain  only  the  names  of  the  general  partners,  without  any  addi- 
tions. The  capital  must  not  be  reduced  below'  the  amount 
recorded. 

Business  Corporations. 

The  minimum  of  persons  for  an  incorporation  is  three.  Any 
of  them  may  call  the  first  meeting  of  stockholders,  either  by  indi- 
vidual notices  or  by  newspaper  advertisement.  At  this  meeting 
there  must  be  elected  at  least  three  directors,  a  president,  treasurer, 
clerk  and  other  officials. 

A  statement  must  be  filed  before  commencing  business  (the 
affidavits  may  be  made  outside  the  state),  showing  the  nature  of 
the  business,  amount  of  capital  stock,  amounts  paid  in,  and  the 
names  and  addresses  of  the  directors,  clerk,  and  stockholders.  This 
statement  must  be  sworn  to  by  the  president,  treasurer,  and  direc- 
tors, and  delivered  to  the  Attorney-General  for  examination  as 
to  its  compliance  with  the  regulations.  If  approved,  it  is  then 
recorded  with  the  local  Recorder  of  Deeds  who  issues  a  certified 
copy  to  the  Secretary  of  State  for  filing,  within  60  days  from  the 
date  of  organization  of  the  corporation.  There  must  be  at  least 
three  directors,  of  whom  the  president  must  be  one,  all  stock- 
holders; they  and  the  other  officers  are  elected  annually.  The  clerk 
of  the  corporation  must  be  a  resident  and  have  his  office  in  the 
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state.  He  is  responsible  for  the  proper  keeping  of  the  stock  and 
transfer  registers,  which  must  be  open  to  the  inspection  of  stock- 
holders and  creditors.  Any  clerk  resigning  must  file  notice  in  the 
registry  of  deeds,  and  his  successor  must  file  notice  of  election 
within  20  days. 

Fully  paid  stock  may  be  issued  for  cash,  property,  or  services, 
or  in  exchange  for  stock  of  other  corporations.  The  issue  of  dif- 
ferent descriptions  of  stock  is  permitted.  The  liability  of  stock- 
holders is  limited  to  the  amounts  unpaid  on  their  shares  and  to 
any  amounts  of  capital  repaid  by  the  corporation. 

"Blue  Sky"  laws  are  in  force  in  the  state. 

In  the  case  of  actions  brought  in  the  state  courts  against  for- 
eign corporations,  for  over  $20,  the  property  of  the  corporation 
in  the  state  may  be  attached,  but  will  be  released  on  giving  suffi- 
cient bond  for  the  sum  claimed. 

Fees — Domestic  Corporations. 

On  authorized  capital  stock,  payable  to  the  State  Treasurer, 
before  filing  certificate  of  incorporation:  up  to  $10,000,  fee  is  $10; 
over  $10,000  and  up  to  $500,000,  $50.  and  $10  for  each  $100,000  in 
excess  of  $500,000.  The  State  Treasurer's  receipt  for  the  above 
must  be  delivered  to  the  Secretary  of  State  when  filing  the  articles 
of  incorporation.  Fee  of  Attorney-General,  $5;  Secretary  of  State, 
$5;  Registrar  of  Deeds,  $5. 

Annual  Franchise  Tax   (Additional). 

If  the  total  capital  is  under  $50,000,  the  tax  is  $5;  $10  between 
$50,000  and  $200,000;  $50  for  $200,000  to  $500,000;  $75  between 
$500,000  and  $1,000,000;  $50  additional  for  each  further  million 
dollars  or  any  portion.  The  franchise  taxes  are  to  be  paid  each 
year. 

Foreign  Corporations. 

Regulations  to  be  complied  with  before  commencing  business: 
File  with  the  Secretary  of  State,  (1)  copy  of  the  certificate  of 
incorporation  or  charter  certified  by  the  Secretary  of  State  where 
incorporated;  (2)  copy  of  by-laws;  (3)  statement  of  name  of  cor- 
poration; (4)  address  of  principal  office  in  the  state;  (5)  names 
and  addresses  of  the  officers  and  directors  of  the  corporation; 
(6)  date  of  annual  election  of  officers;  (7)  amounts  of  capital  stock 
authorized;  (8)  amount  issued;  (9)  quantity  and  par  value  of 
shares;  (10)  amount  paid-in  to  the  corporation  for  capital  stock. 
(These    statements   are   to   be   signed   and   sworn    correct  by   the 
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president  and  treasurer  or  secretary.)  (11)  power  of  attorney 
appointing  a  resident  agent  in  the  state  for  service  of  process; 
(12)  copy  of  resolution  autliorizing  the  appointment  and  the  issu- 
ing of  the  power  of  attorney  (the  Secretary  of  State  has  power  to 
refuse  to  accept  the  agent  named).  Within  30  days  after  the 
annual  general  meeting  there  must  be  filed,  with  the  Secretary  of 
State,  an  affidavit  of  changes  in  the  details  included  in  the  last 
annual  report. 

Fees — Foreign  Corporations. 

For  filing  copy  of  charter  and  by-laws,  $10;  filing  power  of 
attorney  to  agent,  $10;  revocation  of  power  of  attorney,  $10; 
increase  or  reduction  of  capital,  $10. 

Annual  license  fee,  payable  1st  March,  $10.  Recording  fees, 
Attorney-General,  $5;  recording  certificate  of  incorporation,  $5. 

MARYLAND. 

Partnerships. 

These  are  governed  by  the  Uniform  Partnership  Act,  which  was 
adopted  in  1916. 

Business  Corporations. 

The  minimum  number  of  persons  for  incorporation  is  three. 
The  title  of  the  corporation  must  show  clearly  that  it  is  incor- 
porated; for  example,  "The Company"  or  " 

Incorporated." 

The  procedure  for  incorporation  is  as  follows: 

(1)  Certificate  of  incorporation  to  be  signed  and  acknowledged 
by  three  or  more  incorporators. 

(2)  Certificate  of  incorporation  to  be  sent  to  the  State  Tax  Cora- 
mission,  together  with  the  amount  of  bonus  tax  and  recording  tax. 
The  certificate  is  endorsed  with  the  date  and  time  of  receipt,  and 
with  an  acknowledgment  of  the  fees  paid;  it  is  then  proof  of  the 
incorporation  of  the  company. 

(3)  Original  certificate  is  sent  to  the  Secretary  of  State  for 
recording. 

(4)  He  sends  a  certified  copy,  for  recording,  to  the  Clerk  of  the 
Circuit  Court  or  the  Superior  Court,  the  choice  depending  on  the 
district  in  which  the  business  of  the  corporation  is  carried  on. 

Each  corporation  must  have  a  resident  agent  of  the  corporation, 
a  citizen  of  the  state,  at  the  head  office.  Change  of  agent  or  of 
his  address  must  be  notified  to  the  State  Tax  Commission. 
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The  president  m-:st  be  a  director  and  appointed  by  the  board, 
which  also  appoints  the  officers  unless  they  are  named  in  the  by- 
laws or  otherwise  provided  for. 

Meetings  of  stockholders  must  be  held  in  the  state. 

Mergers  and  consolidations  are  permitted  if  accepted  by  two- 
thirds  in  value  of  the  stockholders;  those  who  dissent  are  entitled 
to  have  their  shares  re-purchased  by  the  corporation  at  a  fair  value. 

Stock  of  different  classes  may  be  issued  by  any  corporation  for 
cash  and  for  property,  or  services,  provided  that  the  articles  of 
incorporation  so  permit.  Shares  of  no  par  value  may  be  issued; 
for  taxation  purposes  such  shares  shall  be  taken  as  worth  the 
value  fixed  by  the  directors  for  the  property  or  services  for  which 
they  were  issued.  The  stock  ledgers,  and  a  certified  copy  of  the 
by-laws,  must  be  kept  at  the  head  office  of  the  corporation  in  the 
state,  and  must  be  open  to  inspection  by  stockholders. 

The  Uniform  Stock  Transfer  Act  has  been  adopted. 

The  liability  of  stockholders  is  limited  to  the  amounts  (if  any) 
unpaid  on  their  shares. 

Where  action  is  taken  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  is  liable  to  attachment. 

Fees — Domestic  Corporations. 

For  recording,  State  Tax  Commission,  $5;  Secretary  of  State, 
$3.50;  Clerk  of  the  Circuit  Court  or  the  Superior  Court,  $1.50;  the 
total  of  $10  is  payable  to  the  State  Tax  Commission  which  pays 
the  other  officials;  $5  extra  fee  is  charged  if  more  than  one  class 
of  stock  is  issued.  Organization  tax  or  "bonus  tax,''  payable  on 
incorporation,  (minimum  fee,  $20),  at  the  rate  of  20  cents  per 
$1,000  of  authorized  capital  stock  up  to  $1,000,000;  $350  for  $2,000,- 
000;  $150  per  million  additional  up  to  5  million  dollars,  $20  per 
million  over  that  amount. 

Shares  without  par  value  are  taken  as  $100  each  for  purpose  of 
above  tax  and  for  annual  franchise  tax. 

Annual  franchise  taxes  on  business  corporations;  minimum  $10 
for  $5,000  of  stock  issued  and  outstanding;  $55  for  $50,000;  $80 
for  $100,000;  $100  for  $250,000;  $120  for  $500,000;  $150  for  $1,000,- 
000;  $150  per  million  additional  up  to  10  million  dollars;  $1,400  for 
$50,000,000  and  $2,400  for  $100,000,000. 

Annual  reports — no  filing  fee  charged. 

Filing  agreements  for  consolidation,  $20.  Filing  certified  copies 
of  any  document  by  the  State  Tax  Commission,  $1.  Issuing  copies 
under  the  great  seal  of  the  State,  $2  per  copy. 
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Foreign  Corporations. 

Before  commencing  business,  a  foreign  corporation  must  file: 
(1)  a  certified  copy  of  its  charter  or  certificate  of  incorporation 
with  the  Secretary  of  State;  (2)  a  certificate  signed  and  sworn 
correct  by  the  president  or  treasurer,  or  a  majority  of  the  direc- 
tors, (to  be  filed  in  April  each  year)  showing  (a)  name  of  corpora- 
tion, (b)  names  and  addresses  of  the  officers,  (c)  principal  office 
in  Maryland  and  in  the  state  where  incorporated,  (d)  total  au- 
thorized capital  stock,  amount  issued,  quantity  and  par  value  of 
the  shares  and  amounts  paid  in  (e)  names  and  addresses  of  the 
stockholders  in  the  state  and  their  holdings,  (f)  amount  of  capital 
used  in  carrying  on  business  in  the  state,  (g)  name  and  address 
of  resident  agent  for  service  of  process,  (h)  consent  to  accept  ser- 
vice of  such  agent;  (the  form  for  this  statement  (No.  2)  is  sup- 
plied by  the  Secretary  of  State.) 

Fees — Foreign  Corporations. 

On  filing  copy  of  charter,  etc.,  $25,  payable  to  the  Secretary  of 
State;   annual  certificate,  $1. 

Annual  Franchise  Tax  is  payable  1st  April  of  each  year  to  the 
State  Treasurer;  assessed  on  the  capital  employed  in  the  state; 
$50,000,  fee  $25;  $100,000,  $50;  $500,000,  $250;  $1,000,000,  $375; 
$350  per  million  dollars  excess  up  to  5  million  dollars;  $1,425  for 
$10,000,000. 

MASSACHUSETTS. 
Partnerships. 

Ordinary  partnerships  are  subject  to  the  usual  partnership 
laws.  Limited  partnerships  are  permitted,  provided  a  formal 
agreement  is  made  and  recorded  with  the  clerk  of  the  town  where 
the  business  is  carried  on. 

Business  Corporations. 

Three  persons  at  least  are  required  for  the  formation  of  a  cor- 
poration. 

The  minimum  capital  is  $1,000  and  the  minimum  share  value  $5. 

Formal  notice  of  the  first  meeting  for  organization  must  be 
given  to  each  subscriber  of  the  articles  of  incorporation  and  an 
affidavit  of  service  of  the  notices  must  be  entered  on  the  records  of 
the  corporation.  The  first  meeting  of  incorporators,  after  agreeing 
to   the   organization,   elects   directors   and   officers  and   adopts   the 
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by-laws.  A  certificate,  in  the  form  of  a  detailed  statement  of  the 
organization  proceedings,  is  then  prepared,  sworn  correct  by  a 
majority  of  the  directors  and  delivered  to  the  Commissioner  of 
the  Board  of  Incorporation  for  approval.  It  is  next  filed  with  the 
Secretary  of  the  Commonwealth,  and  it  has  then  the  effect  of  a 
charter.  There  must  be  three  or  more  directors,  and  a  treasurer 
and  clerk,  who  are  elected  by  the  stockholders.  The  directors 
elect  one  of  their  number  to  be  president.  Unless  otherwise  pro- 
vided by  the  by-laws,  all  directors  must  be  stockholders.  The  clerk 
must  be  a  resident  of  the  state.  He  must  give  notice  by  affidavit 
of  all  changes  in  the  officials  of  the  corporation  and  must  file 
such  notices  within  30  days  of  the  change. 

Stock  may  be  issued  for  cash,  property,  or  services  rendered. 
Certificates  of  partly-paid  stock  must  be  marked  with  the  amounts 
paid. 

Meetings  of  stockholders  must  be  held  in  the  state. 

Transfers  are  governed  by  the  Uniform  Stock  Transfer  Act. 

A  balance  sheet  and  report  must  be  filed  annually;  tax  returns 
must  be   filed  annually  in   April. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares,  for  any  capital  stock  repudiated  by  the  corpora- 
tion, and  for  wages  of  workmen  for  the  preceding  six  months. 

A  stockholder  is  jointly  and  severally  liable  with  his  co- 
stockholders  for  the  wages  and  can  be  compelled  to  pay  more  than 
his  own  proportion,  but  he  then  has  the  right  to  recover  the  excess 
from  the  other  stockholders. 

Where  an  action  is  entered  against  a  foreign  corporation  in 
the  state  courts,  for  over  $20,  the  property  of  the  corporation  in 
the  state  is  liable  to  attachment,  but  may  be  released  on  giving 
bond. 

Steps  to  Be  Taken  for  Regfistration 
of  Domestic  Corporations. 

A.    In  General. 

The  steps  in  the  formation  of  a  corporation  in  Massachusetts 
are: 

(a)  Preliminary    meeting    to    determine    the    agreement    of    asso- 

ciation; 

(b)  Sending  out  a  notice  of  the  first  meeting; 

(c)  First  meeting  for  organization; 

(d)  Meeting  of  directors  for  choice  of  president,  committees,  etc.; 

(e)  Submission  of  articles  of  incorporation  to   the   Commissioner 
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of  Corporations,  the  payment  of  the  organization  and  filing 
fees,  and  the  filing  of  the  articles  of  organization. 

B.     Preliminary  Meeting. 

Three  or  more  persons  may  meet  to  form  a  corporation  for 
any  lawful  purpose.  They  should  then  agree  upon  the  following 
matters: 

(a)  Name  of  corporation. 

(b)  Location  of  principal  office  of  the  corporation  in  Massachu- 

setts;   or    elsewhere    if    the    corporation    is    to    do    business 
wholly  outside  of  the  state. 

(c)  The   purpose   for   which    the    corporation   is    formed   and   the 

nature  of  its  business. 

(d)  The  amount  of  capital  stock  (not  less  than  $1,000). 

(e)  The  classes  of  stock  to  be  issued,  the  nature  of  the  preferences 

and  the  method  of  voting  on  each  class. 

(f)  The  number  of  shares  and  the  par  value  of  each   (not  to  be 

less  than  five  dollars). 

(g)  A  list  of  officers  and  the  number  of  directors, 
(h)   Draft  of  by-laws. 

(i)    Who  is  to  call  the  first  meeting,  unless  notice  waived  as  below, 
(j)   Time  and  place  of  first  meeting. 

(k)  The  articles  of  agreement  should  then  be  filled  out  and  signed, 
and  a  waiver  of  notice  of  the  first  meeting  endorsed  thereon. 

Fees — Domestic  Corporations. 

The  fee  for  registration  is  l/20th  of  1%  of  the  total  amount  of 
the  authorized  capital  stock,  as  fixed  by  the  articles  of  organiza- 
tion; minimum  fee  $50.00. 

This  fee  to  be  paid  at  the  office  of  the  Commissioner  of  Cor- 
porations, but  the  articles  of  organization  should  be  filed  in  the 
office  of  the  Secretary  of  the  Commonwealth,  and  he  will  cause 
them  to  be  recorded  and  will  issue  a  certificate  of  incorporation 
in  the  form  provided  by  the  act. 

The  law  further  provides  that  every  corporation  shall,  within 
thirty  days  after  the  date  fixed  in  its  by-laws  for  its  annual  meet- 
ing last  preceding  the  date  of  such  report,  or  within  thirty  days 
after  the  final  adjournment  of  such  meeting,  but  not  more  than 
three  months  after  the  date  so  fixed  for  said  meeting,  prepare  a 
report  of  condition  which  shall  be  signed  and  sworn  to  by  its 
president,  treasurer,  and  at  least  a  majority  of  its  directors. 

The  fee  for  filing  this  certificate  is  $10.00,  which  should  accom- 
pany the  certificate. 
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Taxes  on  Capital  Stock. 

A  return  must  be  filed  within  the  first  ten  days  of  April  of 
each  year,  the  tax  on  the  corporate  excess  being  $5.00  on  each 
$1,000  as  per  statement  of  assets  and  liabilities,  plus  2j/2%  on  the 
net  taxable  income. 

All  corporations  are  forbidden  to  make  any  contributions  to 
funds  intended  for  political  purposes. 

Foreign  Corporations. 

Before  commencing  business,  a  foreign  corporation  must  file 
with  the  Commissioner  of  Corporations:  (a)  a  copy  of  the  charter 
or  articles  of  incorporation,  certified  by  the  Secretary  of  the  State 
where  incorporated;  (b)  copy  of  the  by-laws,  certified  by  the  clerk 
of  the  corporation;  (c)  certificate  of  appointment  of  resident  agent, 
for  service  of  process;  (d)  certificate  stating  the  name  of  the  cor- 
poration, location  in  the  state,  and  the  details  of  its  organization. 

Foreign  corporations  must  also  file  the  same  reports  as  do- 
mestic corporations,  and  they  are  subject  to  the  same  taxes,  in- 
cluding excise  taxes  not  exceeding  $2,000.  Tax  returns  must  be 
filed  in  April  of  each  year.  Corporations  engaged,  temporarily  or 
permanently,  in  construction  work  within  the  state  are  held  to 
be  carrying  on  business,  and  they  must  comply  with  the  above 
regulations  under  a  penalty  of  $500  for  each  officer  and  agent  of 
the  corporation  wilfully  neglecting  to  file  the  required  particulars. 

Fees — Foreign  Corporations. 

Filing  copy  of  charter  and  by-laws,  and  issuing  certificate  ol 
permission  to  trade,  $25.  Filing  annual  "certificate  of  condition" 
(financial  statement),  $5.  Annual  license  tax,  $5  per  $1,000  on  the 
capital    used  in  carrying  on  the  business  within  the  state. 

MICHIGAN. 

Partnerships. 

The  Uniform  Partnership  Law  governs  all  partnerships;  they 
must  be  formed  by  written  agreement,  to  be  filed  with  the  county 
clerk. 

Business  Corporations. 

Corporations  may  be  formed  by  three  or  more  persons.  The 
articles  of  incorporation  must  be  recorded  with  the  county  clerk 
of  the  district  where  the  business  is  carried  on. 
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At  least  50%  of  the  total  capital  stock  must  be  subscribed  and 
10%  paid-in  before  the  corporation  may  commence  business. 

Stock  may  only  be  issued  for  property  if  it  is  described,  and 
its  value  declared,  in  the  articles  of  incorporation. 

The  corporation  may  hold  such  real  estate  as  is  needed  for  use, 
and  it  may  also  hold  for  ten  years  any  property  taken  as  security 
for  debts. 

Corporations  may  not  make  contracts  in  restraint  of  trade. 

The  stockholders  make  the  by-laws;  they  also  elect  the  direc- 
tors, of  whom  there  must  be  at  least  three. 

Transfers  are  governed  by  the  Uniform  Stock  Transfer  Law. 

Annual  reports  must  be  filed  in  duplicate  on  forms  provided 
by  the  Secretary  of  State. 

Each  of  the  stockholders  is  liable  individually  for  debts  of  the 
corporation  to  workmen  and  others  for  labor.  Otherwise,  the 
liability  of  each  stockholder  is  limited  to  the  amounts  unpaid  on 
his   shares. 

Where  an  action  is  commenced  against  a  foreign  corporation 
in  the  state  courts,  for  over  $100,  the  property  of  the  corporation 
in  the  state  is  liable  to  attachment. 

Fees — Domestic  Corporations. 

All  corporations  pay  once  only  a  franchise  fee  of  one-half  mill 
per  dollar  on  the  total  authorized  capital  stock;  minimum  for 
Michigan  corporations,  $500;  and  for  foreign  corporations,  $25; 
the  tax  being  assessed  on  the  capital  used  in  Michigan. 

Filing  articles  of  incorporation,  50c.;  recording,  50c.,  plus  20c. 
per  folio  of  100  words;  filing  other  certificates  and  sealing,  25c. 
each.     Filing  annual  reports,  50c. 

No  annual  franchise  tax  is  payable  by  domestic  or  foreign  cor- 
porations. 

Foreign  Corporations. 

Before  comrhencing  business  in  the  state,  a  foreign  corporation 
must  obtain  from  the  Secretary  of  State  a  permit  to  do  business. 
In  order  to  obtain  this,  the  following  certificates  must  be  filed: 

(1)  Copy  of  charter  or  articles  of  incorporation,  certified  by  the 
Secretary  of  State  where  incorporated;  (2)  sworn  statement  by 
at  least  two  of  its  chief  officers,  on  form  supplied,  giving  the  fol- 
lowing details:  financial  position,  list  of  all  assets  with  values,  kind 
of  business  to  be  carried  on.  (The  Secretary  of  State  estimates 
from  this  statement  the  capital  which  will  probably  be  used  within 
the  state  and  imposes   franchise  tax  accordingly,  unless   the  cor- 
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poration  has  not  been  carrying  on  business  for  more  than  six 
months,  in  which  case  it  pays  franchise  tax  on  the  whole  of  its 
capital  stock);  and  (3)  appointment  of  agent,  on  form  supplied. 

An  annual  report  must  also  be  filed  in  duplicate,  in  January, 
on  forms  supplied. 

Fees — Foreign  Corporations. 

Recording  articles  of  incorporation,  50c.,  plus  20c.  per  folio. 
Filing  articles,  $1.  Issuing  permit  to  trade,  25c.  Filing  annual 
reports,  50c.  Franchise  tax,  payable  once  only,  one-half  mill  per 
dollar  on  the  amount  of  capital  intended  to  be  used  in  carrying 
on  trade  in  Michigan. 

MINNESOTA. 

Partnerships. 

The  usual  partnership  regulations  apply  to  ordinary  partner- 
ships. For  limited  partnerships,  proper  articles  of  partnership 
must  be  signed  by  each  partner,  verified,  and  filed  with  the  county 
clerk  of  the  district  where  the  business  is  situated.  Notice  must 
also  be  given  by  advertisement  in  a  local  newspaper. 

Business  Corporations. 

A  corporation  may  be  formed  by  three  or  more  persons,  for  a 
period  not  exceeding  thirty  years,  which  is  renewable.  The  title 
of  the  corporation  must  contain  the  word  "company."  The  articles 
of  incorporation  state  the  maximum  amount  of  liability  to  be  in- 
curred by  the  corporation  and  name  the  first  directors,  who  must 
be  stockholders.  The  articles  must  be  recorded  in  the  local 
Registry  of  Deeds  and  with  the  Secretary  of  State,  and  also  ad- 
vertised in  a  local  newspaper;  publisher's  affidavit  to  be  filed. 

Fully-paid  stock  may  be  issued  for  payment  of  property  pro- 
vided this  is  authorized  by  stockholders  at  first  meeting. 

The  minimum  capital  is  $10,000;  minimum  value  of  shares  $40; 
maximum  $100.  There  are  no  regulations  as  to  the  proportion  of 
capital  to  be  paid  in  before  commencing  business  or  afterwards. 

Stockholders  are  liable  for  the  payment  of  any  amount  remain- 
ing unpaid  on  their  shares,  and  for  penalties  owing  by  the  corpora- 
tion for  non-compliance  with  legal  requirements  respecting  cor- 
porations. 

General  meetings  of  stockholders  are  subject  to  three  weeks' 
notice  unless  dates  are  stated  in  the  Articles. 
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If  an  action  is  entered  in  the  state  courts  against  a  foreign  cor- 
poration, its  property  in  the  state  is  liable  to  attachment. 
"Blue  Sky"  laws  are  in  force. 

Fees — Domestic  Corporations. 

On  incorporation:  up  to  $50,000  of  capital  stock,  $50,  with  a 
further  $5  for  each  extra  $10,000  or  any  portion  thereof. 

Filing  fees,  payable  to  Secretary  of  State,  50c.  for  each  type- 
written page  of  the  articles  of  incorporation  or  other  document. 

Fee  for  filing  with  the  Registrar  of  Deeds,  about  30c.  per  type- 
written page.  No  annual  franchise  tax  payable  for  domestic  or 
foreign  corporations. 

Foreign  Corporations. 

Before  commencing  business  in  the  state,  a  foreign  corporation 
must  file  with  the  Secretary  of  State  a  certified  copy  of  its  charter 
or  articles  of  incorporation;  also  a  statement  of  the  proportion  of 
the  capital  stock  intended  to  be  used  in  the  state.  This  latter  state- 
ment to  be  sworn  by  the  resident  agent.  A  statement  of  his  ap- 
pointment must  be  filed  with  the  Secretary  of  State  on  applying 
for  the  trading  license. 

Fees — Foreign  Corporations. 

Up  to  $50,000  of  capital  used  in  the  state,  $50;  and  $5  for  each 
additional  $10,000,  or  fraction  thereof.  No  annual  franchise  tax  is 
payable  by  foreign  or  domestic  corporations. 

MISSISSIPPI. 

Partnerships. 

The  ordinary  partnership  laws  govern  trading  and  manufactur- 
ing partnerships. 

Business  Corporations. 

Any  two  persons  or  more  may  incorporate.  A  formal  appli- 
cation is  made  for  a  charter.  This  application  must  be  executed 
like  a  deed;  it  must  state  the  name  of  the  corporation,  total  capital 
stock  of  the  different  classes,  quantity  of  shares  and  par  values,  and 
the  duration  of  the  corporation,  which  must  not  be  more  than 
50  years. 

The  application  must  be  advertised  for  three  consecutive  weeks  in 
a  local  weekly  newspaper;  it  is  then  sent  with  proof  of  the  publica- 
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tion  to  the  Secretary  of  State  for  recording,  and  to  the  Attorney- 
General  for  approval  as  to  compliance  with  the  legal  formalities.  It 
next  goes  to  the  Governor;  if  approved  by  him  the  Secretary  of 
State  is  authorized  to  record  it  and  to  issue  a  charter,  which  must 
be  recorded  with  the  Clerk  of  the  County  Chancery  Court.  The 
incorporators  may  then  complete  the  organization.  Within  one 
month  thereafter  a  report  of  the  organization  must  be  made  to 
the  Secretary  of  State;  neglect  to  make  this  report  will  cancel 
the  charter,  and  the  incorporators  will  then  be  personally  liable, 
jointly,  for  contracts  made  and  debts  incurred. 

There  are  no  regulations  as  to  the  amount  of  capital  which 
must  be  paid  in  before  or  after  commencing  business. 

Trading  corporations  may  hold  such  lands  as  are  actually  used 
for  their  business,  up  to  the  value  of  one  million  dollars;  for  manu- 
facturing corporations,  up  to  two  million  dollars. 

Agricultural  lands  may  only  be  held  on  leases  up  to  20  years 
and  of  not  more  than  10,000  acres  in  extent.  Land  held  as  security 
for  debt  must  be  sold  within  ten  years. 

The  capital  of  the  corporation  must  be  used  only  for  the  pur- 
poses named  in  its  charter. 

The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares. 

Where  action  is  taken  in  the  state  courts  against  a  foreign  cor- 
poration, its  property  in  the  state  is  liable  to  be  seized  as  security. 

Fees — Domestic  Corporations. 

Filing  articles  of  incorporation,  $25;  filing  certified  copy  of 
charter,  $10;  filing  any  alterations,  $5. 

Fees  on  total  capital  stock;  $20  up  to  $10,000;  $40  for  over 
$10,000  up  to  $30,000;  $60  for  over  $30,000  up  to  $50,000;  $1  per 
$1,000  for  over  $50,000;  maximum  fee,  $250. 

Certifying  copy  of  domestic  or  foreign  charter,  $10.  Filing 
articles  of  consolidation  or  merger,  $25.  Filing  any  other  agree- 
ments between  corporations,  $20.  Fee  of  Clerk  of  Chancery  Court 
for  recording  charter  and  certificates,  minimum  $2.50,  plus  ISc.  per 
folio  of  100  words. 

No  annual  license  tax  is  payable. 

Foreign  Corporations. 

Before  commencing  business  a  copy  of  the  charter  or  articles 
of  incorporation  must  be  filed  with  the  Secretary  of  State,  after 
being  certified  by  the  president  or  secretary  and  sealed  with  the 
corporation  seal.     The  appointment  of  an  agent  is  optional;  if  one 
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is  appointed,  his  contracts  on  behalf  of  the  corporation  have  full 
force  and  he  may  be  sued  on  the  corporation  contracts  or  for  its 
debts. 

Fees — Foreign  Corporations. 

Payable  on  filing  the  articles  of  incorporation:  Assessed  on  the 
total  authorized  capital  stock;  not  exceeding  $30,000,  $40;  over 
$30,000  but  not  over  $50,000,  $60;  $1  per  $1,000  additional;  maxi- 
mum $250.  Filing  certificate  of  charter,  $15;  filing  any  amend- 
ments, $5.     No  annual  license  tax  is  payable. 

MISSOURI. 
Partnerships. 

The  usual  partnership  laws  apply  to  ordinary  partnerships. 
Limited  partnerships  are  permitted,  conditional  on  sworn  state- 
ment being  filed  with  the  recorder  of  the  county  where  the  busi- 
ness is  carried  on.  This  statement  must  show  the  trading  name 
of  the  limited  partnership,  the  kind  of  business,  the  capital  con- 
tributed by  the  general  and  special  partners  and  the  duration  of 
the  partnership. 

Business  Corporations. 

The  minimum  number  of  persons  who  may  incorporate  is  three. 

The  state  law  divides  corporations  into  several  classes,  having 
separate  regulations.  The  following  details  refer  to  business  cor- 
porations only. 

The  articles  of  incorporation  must  state  the  trading  name,  the 
kind  of  business,  total  capital  stock,  how  divided  into  shares  of 
different  classes,  their  par  values,  and  the  duration  of  the  corpora- 
tion.    The  articles  must  be  filed  in  the  local  court. 

The  minimum  capital  is  $2,000;  maximum  50  million  dollars. 
Before  commencing  business  one-half  of  the  total  capital  must  be 
paid  in. 

Stock  may  be  issued  for  property  only  when  the  intention  to 
purchase  it  has  been  stated  in  the  articles  of  incorporation,  and 
the  price  there  given.  If  the  amount  paid  is  more  than  its  value, 
the  directors  and  officers  are  liable  to  refund  the  excess  price  to 
the  corporation. 

Reports  of  sales  of  capital  stock  must  be  made  to  the  Secretary 
of  State  for  each  25%  of  the  total,  as  and  when  it  is  sold. 

At  least  three  of  the  directors  must  be  residents  of  the  state. 

Preferred  shares  may  be  issued;  cumulative  voting  is  allowed. 
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Land  not  used  in  the  business  of  the  corporation  must  be  sold 
within  five  years. 

Every  corporation  must  register  each  year  with  the  Secretary 
of  State,  and  must  file  with  him  a  balance  sheet  and  an  affidavit 
that  it  is  not  a  trust  nor  connected  with  one. 

A  balance  sheet  and  profit  and  loss  statement  must  also  be 
filed  each  year,  before  1st  February,  with  the  Missouri  Tax  Com- 
mission. 

Neglect  to  make  these  reports  will  cancel  the  charter. 

The  liability  of  stockholders  is  limited  to  any  amounts  unpaid 
on  their  shares. 

The  property  of  a  foreign  corporation  in  the  state  is  liable  to 
attachment  as  security  for  any  action  taken  against  it  in  the  state 
courts. 

Fees — Domestic  Corporations. 

On  incorporation;  up  to  $50,000  of  capital  stock,  $50;  $S  per 
$10,000  additional. 

Registration  of  the  corporation,  $5. 

Recording  fees,  according  to  the  length  of  articles. 

State  income  tax  is  1^%  on  net  profits.  Annual  franchise  tax 
is  1/lOth  of  1%  on  the  capital  used  in  the  state. 

Foreign  Corporations. 

Before  doing  business  in  the  state,  the  following  documents 
must  be  filed  with  the  Secretary  of  State: 

(1)  Copy  of  articles  of  incorporation  or  charter,  certified  by  the 
Secretary  of  the  state  where  incorporated; 

(2)  Affidavit  of  president  or  secretary  as  to  the  amount  of 
capital  stock  subscribed,  and  whether  for  cash  or  property; 

(3)  Statement  by  officer  or  resident  agent  showing  amount  of 
capital  intended  to  be  used  in  the  state,  and  giving  the  address  of 
the  principal  place  of  business  within  the  state,  for  service  of 
process; 

(4)  Affidavit  that  the  purposes  of  the  corporation  are  not  in 
conflict  with  the  laws  of  the  state. 

The  forms  for  numbers  (2),  (3)  and  (4)  are  supplied  by  the 
Secretary  of  State. 

A  foreign  corporation  must  keep  a  permanent  place  of  busi- 
ness within  the  state. 

Fees — Foreign  Corporations. 

Assessed  on  the  capital  intended  to  be  used  in  the  state.  For 
$50,000  or  less,  $50;  $5  per  $10,000  additional.    Trading  license,  $10; 
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for  issuing  certificate,  $1.50.  Annual  franchise  tax,  1/lOth  of  1% 
on  the  capital  used  in  the  state.  Annual  tax  report  must  be  made 
to  the  Missouri  Tax  Commission  by  1st  February  of  each  year, 
on  forms  provided  by  the  Commission  or  by  the  Board  of  Equal- 
ization. 

MONTANA 

Partnerships. 

The  usual  partnership  regulations  apply  to  ordinary  partner- 
ships, but  firms  carrying  on  business  under  a  trading  name  which 
does  not  show  the  names  of  the  present  partners  must  file  with 
the  local  county  clerk  a  statement  of  the  full  names  and  addresses 
of  all  existing  partners,  and  must  advertise  these  in  a  local  weekly 
newspaper  for  four  consecutive  weeks.  Neglect  to  comply  with 
this  regulation  will  disentitle  the  partnership  to  enter  or  defend 
actions  in  the  state  courts  until  after  the  default  has  been  cured. 

Business  Corporations. 

The  minimum  number  of  persons  for  incorporation  is  three. 
The  articles  of  incorporation  must  be  filed  with  the  clerk  of  the 
local  county  and  with  the  Recorder  of  Deeds  and  the  Secretary  of 
State.  The  last-named  issues  a  certificate  of  incorporation  under 
seal. 

There  are  no  regulations  as  to  the  amounts  to  be  paid  in 
before  commencing  business.  Fully-paid  stock  may  be  issued  for 
property  to  the  extent  of  the  whole  of  the  capital  of  the  cor- 
poration, provided  the  property  is  fairly  valued. 

For  mining  properties,  the  values  at  which  they  are  accepted 
by  the  directors  are  final  and  cannot  be  questioned  when  fully- 
paid  stock  has  been  issued  in  payment.  The  articles  of  incorpo- 
ration must  be  filed  in  each  county  in  which  the  corporation 
acquires  property,  within  60  days  from  the  acquisition. 

Assessments  on  stocks  must  not  exceed  5%  of  the  total  capital 
at  one  time. 

The  corporation  may  lend  money  to  stockholders  on  the 
security  of  their  stock. 

Directors  must  be  stockholders. 

The  capital  stock  must  not  be  permitted  to  fall  in  value  below 
the  amount  of  the  present  liabilities  of  the  corporation,  plus  the 
cost  of  any  work  to  be  contracted  to  be  paid  for. 

A  vote  of  two-thirds  of  the  stockholders  is  required  for  any 
increase  or  reduction  of  capital  stock. 
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"Blue  Sky"  laws  are  in  force. 

Balance  sheets  and  profit  and  loss  statements  must  be  filed  by 
20th  January  of  each  year. 

At  any  time,  5%  of  the  stockholders  may  demand  in  writing 
a  statement  of  the  actual  financial  position  of  the  corporation. 

The  liability  of  stockholders  is  limited  to  any  amounts  unpaid 
on  their  shares. 

Annual  taxes  on  income:  1%  must  be  paid  on  the  income 
(net  profit)  of  the  previous  year. 

Fees — Domestic   Corporations. 

SOc  per  $1,000  of  capital  stock  up  to  $100,000;  40c  per  $1,000 
above  that  amount  up  to  $250,000;  30c  on  the  additional  amount 
up  to  $500,000;  20c  per  thousand  over  $500,000  up  to  $1,000,000; 
10c  per  $1,000  additional;  minimum  fee,  $20.  Renewals  of  certificate 
of  incorporation,  one-half  the  above  rates.  Fee  for  filing  articles 
of  incorporation  with  the  county  clerk,  $1.50. 

Recording  and  filing  notice  of  decrease  of  capital  stock  $5,  plus 
$3  for  the  certificate. 

Annual  franchise  tax,  1%  on  the  total  net  profits,  from  all 
sources,  of  the  previous  year  ending  31st  December. 

Foreign  Corporations. 

Before  doing  business  in  the  state,  all  foreign  corporations  must 
file  the  following  statements  with  the  Secretary  of  State  and  with 
the  local  county  clerk  and  the  recorder  of  deeds: 

(1)  Certified  copy  of  the  charter  or  articles  of  incorporation; 
(2)  statement  attested  by  the  president,  secretary  and  board  of 
directors,  showing  name  of  corporation,  addresses  of  the  principal 
places  of  business  within  and  outside  the  state,  total  authorized 
capital  stock,  amount  of  capital  paid  in  cash  and  in  property, 
details  of  assets  and  cash  values,  details  of  liabilities  and  of  any 
mortgages  or  charges;  (3)  certificate  signed  by  president  and 
secretary  and  under  seal  of  the  corporation,  consenting  to  the 
appointment  of  a  resident  agent,  who  must  be  a  citizen,  to  accept 
service  of  process  on  behalf  of  the  corporation;  (4)  written  con- 
sent of  the  resident  agent  to  act. 

Foreign  corporations  acquiring  property  in  the  state  must  file 
certified  copy  of  its  articles  of  incorporation  with  the  local  county 
clerk  where  the  property  is  situated,  within  60  days  from  purchase 
or  transfer.  Annual  reports  must  be  filed,  by  1st  June,  with  the 
Secretary  of  State  and  with  the  local  county  clerk. 
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Fees — Foreign  Corporations. 

Fees  payable  on  application  for  trading  license  are  the  same 
as  for  incorporation  of  domestic  corporation,  namely,  50c  per 
$1,000  up  to  $100,000,  etc. 

Filing  notice  of  appointment  of  agent,  $5;  filing  annual  report, 
$5.  Annual  license  tax  of  1%  is  payable  on  the  total  net  profits 
from  all  sources  within  the  state,  made  up  to  31st  December  of 
the  preceding  year. 


NEBRASKA. 

Partnerships. 

For  ordinary  partnerships,  the  usual  partnership  regulations 
apply.  Special  partnerships  are  permitted,  provided  that  a  detailed 
signed  statement  is  filed  with  the   local  county  clerk. 

Business  Corporations. 

There  are  no  restrictions  as  to  the  number  of  persons  who 
may  incorporate.  The  articles  of  incorporation  must  be  filed  with 
the  Secretary  of  State  and  with  the  local  county  clerk.  The 
Articles  must  fix  a  maximum  indebtedness  which  the  corporation 
may   incur. 

Notice  of  the  incorporation  must  be  advertised  in  a  local  news- 
paper once   weekly  for  four  consecutive  weeks. 

Trading  and  manufacturing  corporations  may  commence  busi- 
ness after  the  Articles  are  filed  with  the  county  clerk  and  10%  of 
the  total  capital  is  subscribed. 

The  business  may  be  commenced  at  any  time  within  a  year  after 
incorporation. 

Copy  of  the  by-laws,  with  the  names  of  the  officers  of  the  cor- 
poration, must  be  exhibited  publicly  at  the  head  office  in  the  state. 

Annual  meetings  of  stockholders  are  to  be  held  on  the  first 
Monday  in  January,  to  elect  directors,  who  in  turn  elect  one  of 
their  number  to  be  president  and  who  also  elect  the  other  officers 
of  the  corporation. 

Special  provision  is  made  for  the  incorporation  of  real  estate 
companies  for  holding  land;  they  have  power  to  issue  bonds  and 
may  make  assessments  on  their  stockholders  for  funds  to  pay  bond 
interest.  Membership  of  such  corporations  is  restricted  to  the 
owners  in  fee  simple  of  at  least  40  acres  of  land,  which  they  must 
convey  to  the  corporation  by  deed,  in  exchange  for  fully  paid 
stock. 
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Annual  Returns  by  Business  Corporations. 

A  notice  must  be  filed  each  year,  and  advertised  in  a  local  news- 
paper, of  the  total  amount  of  the  outstanding  debts  of  the  cor- 
poration; this  notice  to  be  certified  by  the  president  and  a  majority 
of  the  directors. 

Neglect  to  advertise  and  file  the  amount  of  existing  debts  makes 
stockholders  jointly  and  severally  liable  to  pay  all  the  debts  of 
the  corporation  up  to  the  amount  of  the  full  par  value  of  the 
stock  they  hold,  plus  any  amounts  unpaid  on  their  shares. 

Property  of  a  foreign  corporation  in  the  state  is  liable  to  attach- 
ment as  security,  in  the  case  of  actions  brought  against  it  in  the 
state  courts. 

Fees — Domestic  Corporations. 

Certificate  of  incorporation,  under  seal  of  Secretary  of  State, 
$1.  Filing  articles  of  incorporation  or  of  consolidation,  domestic 
and  foreign  corporations,  assessed  on  the  authorized  capital  stock, 
$10,000  or  less,  $10;  over  $10,000  but  not  over  $25,000,  $20;  over 
$25,000  but  not  over  $100,000,  $50;  over  $100,000,  50c  for  each 
additional  $1,000. 

Certifying  increase  of  capital  stock,  fee  $5,  plus  50c  per  thousand 
of  increase.     Filing  any  other  certificates,  $5  each. 

Foreign  Corporations. 

All  foreign  corporations  before  commencing  business  must  file 
the  following  statements  with  the  Secretary  of  State  and  with  the 
County  Recorder  of  Deeds: 

(1)  Certified  copy  of  the  charter  or  articles  of  incorporation; 
(2)  sworn  certificate,  by  the  president  or  secretary,  of  the  address 
of  the  principal  place  of  business  within  the  state,  and  of  the  ap- 
pointment of  a  resident  agent  to  accept  service  of  process.  An 
annual  report  must  also  be  filed,  on  or  before  1st  August,  showing 
the  financial  position  of  the  corporation,  on  forms  supplied  by 
the   Secretary  of  State. 

Fees — Foreign  Corporations. 

Payable  to  Secretary  of  State  on  filing  the  certificate  of  incor- 
poration; these  are  at  the  same  rate  as  for  incorporation  of 
domestic  corporations,  namely,  $10  for  $10,000  or  less  of  authorized 
capital  stock,  etc. 
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NEVADA. 

Partnerships, 

All  partnership  agreements  must  be  filed  with  the  clerk  of  the 
county  court  of  the  district  where  the  business  is  carried  on.  Lim- 
ited partnerships  are  permitted,  provided  the  agreements  are  filed 
as  explained  above. 

Business  Corporations. 

Any  three  or  more  persons  may  incorporate  for  trading  or 
manufacture.  The  articles  of  incorporation  must  be  filed  with  the 
Secretary  of  State,  and  a  copy  sealed  and  certified  by  him,  must 
be  filed  with  the  county  clerk  of  the  district  where  the  business  is 
carried   on. 

Names  and  addresses  of  officers  and  resident  agent  to  be  filed 
within  30  days  after  election  or  appointment. 

The  trading  name  must  contain  words  to  show  that  it  is  a  cor- 
poration.    Preference  shares  may  be  issued. 

The  duration  of  the  corporation  may  be  for  an  unlimited  time. 

A  corporation  may,  by  resolution  and  by  filing  notice,  change 
its  name  and  objects,  increase  or  reduce  its  capital,  change  the  par 
values  of  its  shares,  extend  its  duration,  and  alter  any  of  the 
provisions  of  its  articles  of  incorporation. 

Minimum  authorized  capital  stock,  $2,000;  minimum  subscrip- 
tion for  commencing  business,  $1,000. 

The  liability  of  stockholders  is  limited  to  any  amounts  unpaid 
on  their  shares.  Where  action  is  brought  against  a  foreign  cor- 
poration in  the  state  courts,  its  property  is  liable  to  seizure  as 
security  on  the  grounds  of  its  being  a  non-resident. 

No  "Blue  Sky"  laws  have  been  adopted. 

No  cash  subscription  is  required  for  mining  corporations. 

Fees — Domestic  Corporations. 

Filing  articles  of  incorporation;  minimum  $25,  at  the  rate  of 
10c  per  $1,000  of  capital  stock. 

Certifying  copy  of  Articles,  $5.  Filing  increase  of  capital,  mer- 
gers or  consolidations,  minimum  $10  at  the  rate  of  10c.  per  $1,000 
of  increase. 

Filing  notice  of  change  in  par  value  of  shares,  $10.  Filing  list 
of  officers  and  name  and  address  of  resident  agent,  $1.  Filing 
change  of  address  of  corporation  office,  $1.  County  clerk's  filing 
fees,  $1  to  $5. 
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There  is  no  state  income  tax  for  corporations. 
No  annual  franchise  taxes  are  payable, 

/ 
Foreign  Corporations. 

Before  commencing  business  every  foreign  corporation  shall 
file  with  the  Secretary  of  State: 

(1)  Certified  copy  of  its  charter  or  articles  of  incorporation; 
(2)  certificate  of  appointment  of  resident  agent  for  service  of 
process.  A  certified  copy  of  the  charter  or  Articles  must  also  be 
filed  with  the  clerk  of  the  county  where  the  principal  office  is 
situated. 

Annual  reports  of  the  amount  of  business  done  within  the 
state  must  be  filed  by  March  31st  of  each  year,  and  a  summary 
advertised  in  the  local  newspapers  daily  for  a  week  or  four  con- 
secutive times  in  a  weekly  newspaper. 

Fees— Foreign  Corporations. 

Fees  payable  on  filing  the  charter  or  Articles  are  as  follows: 
Minimum  $25,  at  the  rate  of  10c  per  $1,000  of  the  authorized  capital 
stock. 

Registering  consolidations  or  mergers,  10c  per  $1,000  of  the 
increased  capital;  minimum  fee  $10. 

Renewal  of  corporate  existence,  half  the  original  incorporation 
fees.  Filing  any  changes,  $10.  Filing  list  of  officers  and  appoint- 
ment of  agent,  $1.     Amendment  to  Articles,  $5. 

Shares  without  par  value  shall  be  taken  as  $100  each  for  the 
purpose  of  paying  fees.  There  is  no  state  income  tax  payable  by 
corporations. 

No  annual  license  fee  is  payable  by  foreign  corporations. 

NEW  HAMPSHIRE. 

Partnerships. 

Both  ordinary  partnerships  and  limited  partnerships  arc 
required  to  file  their  partnership  articles  with  the  clerk  of  the 
local  county  court.  For  limited  partnerships  the  Articles  must  be 
sworn  before  a  justice  of  the  peace. 

Business  Corporations. 

The  minimum  number  of  persons  for  incorporation  is  three. 
The  articles  of  incorporation  must  be  filed  with  the  Secretary 
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of  State  and  with  the  town  clerk  of  the  district  where  the  head 
office  in  the  state  is  situated. 

The  capital  stock  minimum  is  $1,000,  maximum  $5,000,000. 

Par  -value  of  shares,  minimum  $25,  maximum  $500.  Shares  must 
not  be  sold  by  the  corporation  below  par. 

Before  commencing  business  at  least  half  of  the  total  capital 
must  be  fully  paid  and  an  affidavit  to  this  eflfect  must  be  filed  with 
the  Secretary  of  State  and  the  local  town  clerk. 

Property  acquired  by  the  corporation,  which  is  to  be  paid  for 
by  the  issue  of  fully  paid  shares,  must  be  described  and  valued  in 
the  Articles. 

The  clerk  of  the  corporation  and  at  least  one  director  must  be 
residents  of  the  state. 

Corporations  are  not  permitted  to  act  as  sureties  or  guarantors. 
The  stockholders  are  liable  for  the  whole  of  the  debts  of  the 
corporation  until  their  shares  are  fully  paid. 

Annual  Returns. 

These  must  be  made,  under  oath  of  president  and  another  officer, 
on  or  before  March  1st,  each  year,  to  the  Secretary  of  State.  The 
details  required  are:  The  amounts  of  capital  stock,  authorized  and 
issued,  quantity  and  par  values  of  shares  issued,  total  indebtedness 
and  the  value  of  the  assets  of  the  corporation. 

Fees — Domestic  Corporations, 

Annual  franchise  tax,  one-fourth  of  the  fees  paid  on  the  original 
incorporation,  plus  one-fourth  of  tax  on  increase  of  capital,  mini- 
mum $5,  maximum  $100. 

Corporations  not  intended  to  carry  on  business  in  the  state,  or 
to  have  an  office  there,  pay  charter  fees  as  follows:  $10  up  to 
$25,000  of  capital  stock;  under  $100,000,  $25;  under  $500,000,  $50; 
under  $1,000,000,  $100;   over  $1,000,000,  $200. 

Domestic  corporations  carrying  on  business  in  the  state  pay 
the  following  incorporation  fees,  which  include  the  issuing  of  the 
certificates  of  incorporation. 

Authorized  capital  stock  not  exceeding  $10,000,  $10;  $50,000,  $25; 
$250,000,  $100;  $500,000,  $150;  $1,000,000,  $250;  for  each  additional 
$100,000,  $10. 

Foreign  Corporations. 

Before  doing  business  in  the  state,  every  foreign  corporation 
shall  appoint  the  Secretary  of  State,  by  power  of  attorney,  to  be 


STATE    LAWS— NEW.    HAMP.— N.    JERSEY  191 

its  legal  agent  for  service  of  process.  A  copy  of  the  vote  of  the 
board  of  directors  authorizing  its  execution  is  also  to  be  filed  with 
the  Secretary  of  State.  Failure  to  file  these  documents  makes  the 
corporation  liable  to  a  fine  not  exceeding  $500;  during  the  default 
a  foreign  corporation  is  not  entitled  to  sue  in  the  state  courts  for 
performance  of  contracts,  or  for  recovery  of  debts.  No  other 
resident  agent  need  be  appointed. 

A  foreign  corporation  may  hold  land  in  any  quantities  required 
for  its  own  use,  but  not  for  hunting  or  fishing,  the  holding  of 
which  lands  is  reserved  to  domestic  corporations. 

A  sworn  annual  return  must  be  made,  by  March  1st  of  each 
year,  stating  the  same  details  as  are  required  from  domestic  cor- 
porations.    (See  earlier  paragraph  on  this  subject.) 

Fees — Foreig^n  Corporations. 

Filing  certificate  of  incorporation,  50c.  Small  fees,  for  record- 
ing, are  payable  to  the  local  town  clerk  and  the  recorder  of  deeds. 
There  are  no  other  fees  payable  on  the  registration  of  a  foreign 
corporation.  No  annual  franchise  tax  is  payable  by  foreign  cor- 
porations carrying  on  business  in  the  state.  Property  of  foreign 
corporations  within  the  state  is  liable  for  taxes  assessed  on  personal 
property  and  real  estate. 

NEW  JERSEY. 

Partnerships. 

All  partnerships,  ordinary  and  limited,  must  file  their  partner- 
ship articles  with  the  local  county  clerk. 

Special  partners  in  limited  partnerships  may  bring  in  property 
instead  of  cash. 

All  firms  using  the  title  "and  company"  or  any  abbreviation 
therof  must  register  in  the  same  way  as  partnerships. 

Business  Corporations. 

The  minimum  number  of  incorporators   is  three  persons. 

The  articles  of  incorporation  must  be  filed  with  the  clerk  of 
the  county  court  where  the  business  is  carried  on,  and  afterwards 
with  the  Secretary  of  State. 

The  minimum  capital  stock  is  $2,000. 

A  corporation  may  not  commence  business  until  at  least  $1,000 
of  capital  stock  has  been  subscribed  and  paid. 
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Stock  may  be  issued  for  cash  or  property,  but  a  statement 
must  be  filed  of  any  property  paid  for  in  fully-paid  stock. 

There  must  be  at  least  three  directors,  all  stockholders;  one  to 
be  a  resident  of  the  state,  and  all  to  be  elected  by  the  stockholders. 
The  president  must  be  a  director. 

The  officers  of  the  corporation  may  be  elected  by  the  stock- 
holders or  appointed  by  the  directors. 

The  by-laws  must  be  approved  by  the  stockholders. 

Stockholders'  meetings  must  be  held  within  the  state;  the 
directors'  meetings  may  be  held  outside  the  state. 

There  m^ust  be  a  secretary  of  the  corporation,  sworn  to  the 
faithful  performance  of  his  duties.  Articles  of  incorporation  may 
provide  for  the  bonding  of  the  treasurer  or  not. 

All  corporations  carrying  on  business  in  the  state,  whether 
incorporated  in  New  Jersey  or  elsewhere,  must  have  an  office  In 
the  state,  and  an  agent  for  service  of  legal  notices  and  writs. 

Any  changes  must  be  certified  under  seal  and  filed  with  the 
Secretary  of  State  under  penalty  of  $200. 

Stock  registers  and  transfer  books  must  be  kept  at  the  registered 
office  in  the  state.  Transfers  are  governed  by  the  Uniform  Stock 
Transfer  Law. 

All  mergers  and  consolidations  are  under  the  control  of  the 
Board  of  Public  Utilities,  which  has  power  to  require  amendments 
of  the  conditions. 

The  corporation  law  forbids  formation  of  any  trusts,  com- 
binations or  agreements  intended  to  prevent  free  competition  in 
trade. 

The  lialbility  of  stockholders  is  limited  to  any  amounts  unpaid 
on  their  shares. 

Where  action  is  brought  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  is  liable  to  attachment  as  se- 
curity. Retaliatory  regulations  are  in  force  against  the  corpora- 
tions of  other  states  which  discriminate  against  New  Jersey  cor- 
porations as  to  fees  and  licenses. 

Annual  Returns. 

Balance  sheet  and  profit  and  loss  account,  with  other  details, 
must  be  filed  each  year.  All  documents  filed  must  state  the  reg- 
istered office  of  the  corporation  and  the  name  of  its  agent  there. 

Fees — Domestic  Conwrations. 

Certificate  of  incorporation,  minimum  up  to  $125,000,  $25;  above 
$125,000  at  the  rate  of  20c  per  $1,000  of  the  total  authorized  capital 
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stock.  Fee  for  increase  of  capital,  20c  per  $1,000,  minimum  $20. 
Extensions  of  corporate  existence  are  charged  the  same  fees  as 
new  incorporations. 

Mergers  and  consolidations;  all  excess  over  the  separate  capi- 
tals of  the  merged  or  consolidated  corporations  is  chargeable  at 
20c  per  $1,000  with  a  minimum  fee  of  $20. 

Filing  notice  of  dissolution,  or  changes  in  the  capital,  or  values 
of  shares,  etc.,  $20.  Minor  certificates  and  recording  $1  plus  10c 
per  folio. 

Annual  license  fee  on  stock  issued  and  outstanding;  graded  from 
1/10  of  1%  up  to  $3,000,000;  between  3  and  5  millions  1/20  of  1%; 
and  $50  per  million  dollars  above  5  millions. 

Filing  certificates  of  dissolution,  change  of  name,  etc.,  $20.  Fil- 
ing report  of  officers  and  directors,  $1;  all  other  certificates  $5. 
Certified  copies  of  certificates,  $2  and  $3. 

Foreign  Corporations. 

Before  it  commences  business  in  the  state,  a  foreign  corporation 
must  file,  with  the  Secretary  of  State;  (1)  a  copy  of  its  charter  or 
certificate  of  incorporation;  (2)  statement  of  authorized  capital 
stock,  showing  amount  issued,  statement  of  financial  condition, 
nature  of  business  and  list  of  officers;  (3)  certificate  of  appointment 
of  resident  agent,  for  service  of  process.  This  agent  may  be  a 
corporation;  all  changes  of  agent  must  be  filed  promptly.  A 
certificate,  authorizing-  the  foreign  corporation  to  trade  in  the 
state,  is  issued  by  the  Secretary  of  State,  on  the  documents  named 
being  filed  and  the  necessary  fees  paid.  Foreign  corporations 
carrying  on  business  in  the  state  must  maintain  a  principal  office 
there,  with  a  resident  agent  in  charge. 

Annual  statements  to  be  filed;  list  of  directors  and  officers  and 
details  as  in  (2)  above,  together  with  the  date  of  next  annual  meet- 
ing of  stockholders  and  date  of  expiry  of  terms  of  directors. 

Fees — Foreign  Corporations. 

Filing  copy  of  charter  and  issuing  certificate  to  do  business, 
$10.     Filing  annual  list  of  directors  and  officers,  $1. 

NEW  MEXICO. 
Partnerships. 

Partnership  agreements  must  be  sworn  as  deeds  before  the 
clerk  of  a  Court  of  Record.  The  agreement  must  state  names  and 
addresses  of  partners,  the  nature  of  the  business,   the  capital  and 
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service  each  partner  contributes,  the  amount  of  drawings  or  part- 
nership salaries,  and  an  undertaking  to  arbitrate  differences.  Part- 
nership actions  are  brought  before  the  Chancery  Court.  Limited 
partnerships  are  permitted,  and  a  married  woman  may  be  a 
special  partner  in  her  husband's  business  or  in  any  other  partner- 
ship. She  may  testify  as  witness  against  her  husband  in  actions 
at  law. 

Business  Corporations. 

The  minimum  number  for  incorporations  of  trading,  manu- 
facturing and  mining  is  three.  The  articles  of  incorporation  must 
be  filed  with  the  Secretary  of  State,  and  with  the  Recorder  of  the 
county  where  the  business  is  carried  on.  All  the  subscribers  of 
capital  stock  must  sign  the  Articles.  The  minimum  capital  stock 
is  $3,000.  At  least  $2,000  must  be  subscribed  and  paid  before  the 
corporation  may  commence  business.  The  maximum  duration  of 
the  corporation  is  SO  years. 

Preference  shares  may  be  issued  and  the  stock  of  other  corpo- 
rations may  be  purchased  and  held. 

One  director  must  be  a  resident  of  the  state. 

Where  all  the  directors  have  been  named  in  the  Articles,  no 
first  meeting  for  the  organization  is  required. 

A  statement  of  fully  paid  stock  issued  must  be  filed  with  the 
Secretary  of  State;  it  must  be  signed  by  the  president  and  the 
secretary  or  treasurer,  and  must  show  whether  the  stock  has  been 
paid  for  in  cash  or  property. 

Annual  balance  sheets  and  statements  of  profit  and  loss,  etc., 
must  be  filed  with  the  Secretary  of  State. 

The  State  Corporation  Commission  supervises  corporations 
generally  and  fixes  rates  for  transportation,  express  and  telegraph 
companies. 

Liability  of  Stockholders. 

The  corporation  may  at  the  time  of  incorporation,  by  means  of 
a  separate  agreement  duly  filed,  fix  special  liabilities  for  stock- 
holders. Otherwise  the  liability  of  stockholders  is  limited  to  any 
amounts  unpaid  on  their  shares. 

Fees — Domestic  Corporations. 

On  incorporation,  10c  per  $1,000  of  authorized  capital  stock, 
minimum  $25. 

For  increases  of  capital,  mergers  and  consolidations,  the  same 
rate  is  payable,  minimum  $20. 
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For  the  purpose  of  payment  of  fees,  shares  without  par  value 
are  assessed  at  $100  each.  Extension  or  renewal  of  charter  is 
charged  at  the  same  rate  as  the  original  incorporation.  Filing  fee 
for  change  of  name  or  nature  of  business,  etc.,  $20;  dissolution, 
$5;  other  certificates,  $5. 

Increase  of  capital  stock,  up  to  $200,000  of  increase,  $5  and  10c 
per  $1,000  additional;  certificate  of  organization,  or  of  compliance 
with  the  laws,  $2.  Copies  of  certificate  of  incorporation,  under  seal 
of  the  state,  $1,  plus  10c  per  folio  of  100  words. 

Annual  License  Tax. 

$10  per  $100,000,  or  fraction,  of  the  total  authorized  capital  stock. 
A  state  income  tax  is  payable  on  the  net  profits,  in  addition  to 
the  federal  income  tax. 

Foreign  Corporations. 

Before  commencing  business,  every  foreign  corporation  must  file 
the  following  statements  with  the  State  Corporation  Commission: 
(1)  Certified  copy  of  its  charter  or  articles  of  incorporation,  signed 
by  its  chief  officers;  (2)  statement  of  capital  stock  authorized,  and 
amount  issued;  (3)  nature  of  business  to  be  carried  on;  (4) 
address  of  principal  office  in  the  State  of  New  Mexico,  and  in  the 
state  where  incorporated;  (5)  name  and  address  of  resident  agent, 
for  service  of  process.  Copies  of  these  statements  are  also  to  be 
filed  with  the  recorder  of  the  county  where  the  business  is  to  be 
carried  on.     Forms  are  provided  by  the  Secretary  of  State. 

Annual  reports  must  be  filed  within  30  days  after  each  annual 
general  meeting  of  stockholders,  on  forms  provided  by  the  Secre- 
tary of  State. 

Fees — Foreign  Corporations. 

Initial  license  tax  at  the  same  rate  as  for  domestic  corporations, 
namely,  $10  per  $100,000  of  capital  used  in  the  state,  minimum  $25, 
and  filing  fee  of  $5  per  certificate  of  non-liability  of  stockholders. 

Filing  annual  report,  $10;  filing  other  certificates,  $10  each. 
State  income  tax  is  payable  on  profits  of  business  done  within  the 
state. 

NEW  YORK  (STATE  OF). 
Partnerships. 

The  usual  partnership  laws  govern  ordinary  partnerships. 
Firms  carrying  on  business  in   fancy  or  assumed  names   must 
register  names  of  owners  with  local  county  clerk. 

All  partnerships  are  assessed  for  payment  of  State  Income  Tax, 
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in  addition  to  Federal  Income  Tax.  (See  special  section  on  this 
subject.) 

A  limited  partnership  must,  on  its  formation,  file  a  certificate 
with  the  clerk  of  the  county  where  the  business  is  carried  on. 
A  summary  of  this  certificate  must  be  advertised  once  weekly  for 
six  consecutive  weeks  in  two  local  newspapers.  The  trading  name 
must  not  contain  the  names  of  any  of  the  special  (limited)  partners. 

The  filed  certificate  must  contain  the  following  details:  Firm 
name,  county  where  business  is  to  be  carried  on,  nature  of  the 
business,  names,  ages  and  addresses  of  the  partners  and  which  are 
general  and  special  partners  respectively,  capital  contributed  by 
each  special  partner,  date  of  commencement  of  partnership,  and 
duration.  There  must  also  be  filed  a  separate  affidavit  that  the 
special  partners  have  actually  paid  in  the  capital  agreed. 

Business  Corporations. 

Any  three  or  more  persons  may  form  a  corporation.  The  title 
must  show  that  it  is  an  incorporated  company. 

The  certificate  of  incorporation  (the  Articles)  must  be  filed 
with  the  Secretary  of  State,  and  a  certified  copy,  or  a  duplicate 
original,  must  afterwards  be  filed  with  the  county  clerk  of  the 
district  in  which  the  business  is  to  be  carried  on. 

The  certificate  must  contain  the  following  details:  Name  and 
objects  of  the  corporation,  total  capital  stock  and  how  divided  into 
shares  of  different  classes,  amount  of  capital  with  which  it  is 
intended  to  commence  business,  location  of  the  business,  duration 
of  the  corporation,  names  and  addresses  of  the  first  directors  and 
of  the  subscribers,  with  the  number  of  shares  to  be  taken  by  each. 

The  minimum  par  value  of  shares  is  $5,  maximum  $100.  The 
minimum  capital  to  be  paid  in  before  commencing  business  is  $500, 
but  this  may  be  paid  in  property  purchased  for  fully-paid  stock. 

There  must  be  at  least  three  directors.  At  least  two-thirds  of 
the  incorporators  must  be  U.  S.  citizens;  one  at  least  must  be  a 
resident  of  the  state. 

Directors'  meetings  may  only  be  held  outside  the  state  if  the 
certificate  or  by-laws  specially  authorize  this. 

Half  of  the  total  capital  stock  must  be  subscribed  and  paid 
within  a  year  after  incorporation.  Unless  the  directors  file  a  state- 
ment to  this  effect,  the  corporation  must  be  dissolved. 

Fully-paid  stock  or  bonds  may  be  issued  for  cash,  property,  or 
services  rendered. 

Subscribers  for  cash  must  pay  at  least  10%  of  the  par  value 
of  their  shares  at  the  time  of  subscription. 

Shares  may  be  issued  for  payment  by  instalments. 
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The  liability  of  stockholders  is  limited  to  the  amounts  unpaid 
on  their  shares;  their  liability  to  creditors  is  still  further  limited  to 
the  debts  contracted  while  they  were  stockholders. 

In  the  case  of  actions  brought  against  a  foreign  corporation  in 
the  state  courts,  its  property  in  the  state  is  liable  to  attachment, 
as  security. 

Fees — Domestic  Corporations. 

Organization  tax,  l/20th  of  1%  on  the  authorized  capital  stock, 
or  any  increase;  minimum  fee,  $10,  Filing  and  recording  fees,  pay- 
able to  Secretary  of  State: 

Filing  original  certificate  of  incorporation $25 

Filing  increase  of  capital  stock 10 

Filing  certificate  of  merger 25 

Filing  change  of  directors 10 

Filing  certificate  of  re-organization 25 

Filing  certificate  of  extension  or  revival  of  corporate  exist- 
ence         25 

The  county  clerk's  fees  for  recording  are  small. 

Annual  Franchise  Taxes — Foreign  and  Domestic. 

Minimum  tax,  $10;  not  less  than  1  mill  per  dollar  of  the  par 
value  of  the  total  authorized  capital  stock  apportioned  to  New 
York  State,  or  tax  at  the  rate  of  4J^%  on  the  net  income  derived 
from  business  done  in  the  state.     (See  "N.  Y.  State  Income  Tax.") 

Foreign  Corporations. 

Before  commencing  business  in  the  state,  foreign  corporations 
must  obtain  from  the  Secretary  of  State  a  license  to  trade.  Until 
this  certificate  has  been  obtained,  they  cannot  sue  in  the  state 
courts,  directly  or  through  assignees,  either  on  contracts  or  for 
the  recovery  of  money.  The  following  statements  must  be  filed 
with    the   application    for  the    trading  license: 

(1)  Copy  of  charter  or  articles  of  incorporation,  verified  under 
oath;  (2)  statement,  under  seal  of  the  corporation,  declaring  nature 
of  the  business  *o  be  carried  on,  address  of  principal  place  of  busi- 
ness within  the  state,  and  the  name  and  address  of  a  resident 
agent  upon  whom  notice  of  process  may  be  served. 

Fees — Foreign  Corporations. 

Filing  copy  of  charter  or  articles,  $50.  Annual  franchise  tax, 
minimum  $10,  at  the  rate  of  1  mill  per  $1  on  the  capital  used  in 
the  state.     State  income  tax  on  net  profits  earned  within  the  state, 
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at  the  rate  of  4^/^%,  or  at  1  mill  per  $1  on  the  capital  used  within 
the  state.     (See  special  section  on  "N.  Y.  State  Income  Tax.") 


NORTH  CAROLINA. 


Partnerships. 


Ordinary  partnerships  are  governed  by  the  usual  partnership 
laws. 

Limited  partnerships  must  execute  a  formal  agreement  and 
advertise  a  summary  of  it  in  a  local  newspaper  weekly  for  six 
consecutive  weeks. 

On  the  death  of  any  partner,  his  surviving  partners  must  file 
with  the  clerk  of  the  Superior  Court  a  bond  for  the  payment  of 
settlement  debts.  Neglect  to  file  will  entitle  the  Court  to  appoint 
a  receiver  on  the  application  of  a  creditor  or  other  person  in- 
terested. 

Firms  trading  under  names  which  do  not  show  the  proprietors 
must  file  a  notice  of  the  names  and  addresses  of  the  owners  with 
the  clerk  of  the  Superior  Court. 

Business  Corporations. 

Any  three  or  more  persons  may  form  a  corporation.  The 
articles  of  incorporation  must  be  filed  with  the  Secretary  of  State 
and  afterwards  with  the  county  clerk  of  the  Superior  Court  of  the 
district  where  the  business  is  to  be  carried  on. 

A  resident  agent  must  be  appointed  for  service  of  legal  notices. 
There  must  be  at  least  three  directors,  all  stockholders,  one  of 
whom  must  be  a  resident  of  the  state. 

Corporations  may  buy,  sell  and  hold  stocks  in  any  other  cor- 
porations. Conveyances  of  real  estate  must  be  made  under  the 
seal  of  the  corporation  and  executed  by  the  chief  officers.  Cor- 
porations may  hold  unlimited  real  estate. 

Judgments  in  claims  for  wages,  salaries  and  damages  are  pre- 
ferential to  mortgages,  as  regards  corporations. 

The  liability  of  stockholders  may  be  fixed  by  the  articles  of 
incorporation;  otherwise  they  have  no  personal  liability  to  creditors 
for  debts  of  the  corporation,  but  are  liable  to  the  corporation  for 
any  amounts  unpaid  on  their  shares. 

Property  in  the  state  belonging  to  foreign  corporations  is  liable 
to  attachment,  as  security,  in  the  case  of  actions  brought  against 
them  in  the  state  courts. 

Annual  reports  must  be  made  in  July,  to  Secretary  of  State. 
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Fees — Domestic  Corporations. 

Organization  tax,  payable  on  application  for  certificate  of  in- 
corporation, 20c  per  $1,000  of  the  authorized  capital  stock;  minimum 
fee,  $25:  recording  certificate,  $1;  filing  fee  of  Clerk  of  Superior 
Court,  $3.  Filing  list  of  directors  and  officers,  $1;  certificates  of 
increase  or  decrease  of  capital,  changes  in   shares,   etc.,  $20, 

Annual  franchise  tax,  l/2Sth  of  1%  on  the  capital  stock  issued 
and  outstanding;  minimum  fee,  $5;  payable  October  1st  of  each 
year. 

Foreign  Corporations. 

Before  commencing  business,  a  certified  copy  of  the  charter  or 
articles  must  be  filed  with  the  Secretary  of  State;  also  verified 
statement  of  capital,  addresses  of  office  and  resident  agent,  and 
of  officers  and  directors. 

Fees — Foreign  Corporations. 

20c  per  $1,000  of  the  total  authorized  capital  stock,  minimum 
fee,  $25;  maximum,  $250;   filing  fee,  $5. 

Annual  franchise  tax,  l/25th  of  1%  on  the  capital  used  in  the 
state;  minimum  fee,  $5;  payable  October  1st  of  each  year. 

NORTH  DAKOTA. 

Partnerships. 

Firms  using  fictitious  trading  names  are  not  allowed  to  sue  on 
contracts.  Partnership  trading  names  must  show  the  names  of 
the  general  partners  only.  Ordinary  partnerships  must  file  a  sworn 
statement,  of  the  names  of  all  partners,  with  the  clerk  of  the  local 
district  court  where  their  chief  office  is  situated.  This  statement 
must  be  advertised  once  weekly  for  four  consecutive  weeks  in  a 
local  newspaper. 

Limited  partnerships  must  file  a  more  detailed  statement,  show- 
ing the  names  of  general  and  special  partners  and  their  contribu- 
tions of  capital,  duration  of  partnership,  etc. 

A  summary  of  this  must  be  advertised  once  weekly  for  four 
weeks  in  a  local  newspaper.  Neglect  to  file  and  advertise  will 
render  all  partners  liable  as  general  partners. 

Business  Corporations. 

Any  three  or  more  persons  may  form  a  corporation;  one-third 
of   the   incorporators   must   be    residents.     The    articles    of   incor- 
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poration  must  first  be  filed  with  the  State  Treasurer,  to  whom  the 
fees  are  to  be  paid.  His  duplicate  receipt  and  a  duplicate  original 
of  the  articles  are  then  to  be  filed  with  the  Secretary  of  State. 
Share  certificates  must  state  clearly  whether  they  are  fully  paid 
or  the  amounts  paid  thereon. 

A  corporation  must  not  sell  its  shares  at  less  than  par  value; 
promissory  notes  are  held  to  be  not  valid  payment  for  shares. 

"Blue  Sky"  laws  are  in  force. 

Corporations  may  buy  their  own  shares  from  surplus  profits 
and  may  either  hold  or  sell  again. 

By-laws  are  to  be  made  by  the  stockholders;  they  may  provide 
that  each  stockholder  has  only  one  vote,  or  by  unanimous  vote 
the  stockholders  may  alter  the  articles  to  this  efifect. 

There  must  be  at  least  three  directors  and  not  more  than  eleven, 
all  stockholders,  unless  the  articles  provide  otherwise. 

The  liability  of  stockholders  is  limited  to  any  amounts  unpaid 
on  their  shares. 

Property  in  the  state  belonging  to  a  foreign  corporation  is 
liable  to  attachment  as  security  for  actions  brought  against  it  in 
the  State   Courts. 

Annual  Returns. 

The  Secretary  of  State  furnishes  blanks  for  annual  returns, 
which  must  be  made  during  the  month  of  July  each  year. 

Fees. 

Domestic  business  corporations  pay  incorporation  fees  of  $25 
for  the  first  $25,000  or  less  of  capital  stock;  $50  between  $25,000 
and  $50,000;  $5  for  each  $10,000  extra;  filing  fee,  $5. 

Filing  of  annual  report,  $2.50.  Annual  franchise  tax,  for 
domestic  and  foreign  corporations,  50c  per  $1,000  of  the  capital 
stock  and  bonds  issued,  based  on  the  fair  market  values  of  the 
preceding  year — the  first  $10,000  is  free.  State  income  tax,  graded, 
beginning  with  1%  on  the  first  $1,000  to  6%  between  $10,000  and 
$20,000;  not  exceeding  $30,000,  8%;  over  that  amount,  10%.  Cor- 
porations may  deduct  this  tax  from  interest  on  bonds  and  dividends 
on  shares  paid  to  individuals.  There  are  sundry  other  small  fees. 
Annual  reports  must  be  filed  1st  August. 

Foreign  Corporations. 

Before  commencing  business,  a  copy  of  the  charter  or  articles 
must  be  filed  with  the  Secretary  of  State,  together  with  a  certificate 
that  the  corporation  is  carrying  on  business  under  the  charter  or 
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articles.  The  Secretary  of  State  must  be  appointed  the  legal  agent 
for  service  of  process.  Annual  reports  must  be  made,  on  forms 
supplied  by  the  Secretary  of  State,  and  filed  1st  August. 

Fees — Foreign  Corporations. 

Filing  copy  of  charter  or  articles,  $20;  permit  to  do  business, 
$3;  annual  franchise  tax,  10c  per  $1,000  of  capital  used  in  the  state, 
with  exemption  of  the  first  $10,000;  state  income  tax,  on  net  profits 
earned  in  the  state,  at  the  same  rate  as  for  domestic  corporations; 
filing  annual  reports,  $2.50.     Sundry  other  small  fees. 

OHIO. 

Partnerships. 

For  ordinary  partnerships  the  usual  partnership  law  applies. 
Partnership  firms  using  trading  names  which  do  not  show  the 
names  of  the  partners  cannot  sue  or  defend  actions  unless  they 
register  the  names  and  addresses  of  the  partners  with  the  clerk 
of  the  local  Court  of  Common  Pleas.  All  changes  in  partnership 
must  be  filed. 

Limited  Partnerships. 

Limited  partnerships  must  use  the  word  "limited"  as  part  of 
their  trading  name.  They  must  also  file  a  sworn  statement  of 
the  names  and  addresses  of  general  and  special  partners,  capital 
contributed  by  each,  where  the  business  is  to  be  carried  on,  duration 
of  partnership,  etc. 

Business  Corporations. 

The  minimum  number  of  persons  for  incorporation  is  five;  a 
majority  of  the  incorporators  must  be  residents  of  the  state.  The 
name  of  a  corporation  must  begin  with  the  word  "The"  and  end 
with  the  word  "Company"  or  the  abbreviation  "Co,"  or  "Coy." 
Articles  must  be  filed  with  the  Secretary  of  State. 

At  least  10%  of  the  capital  stock  must  be  paid  in  and  a  sworn 
certificate  to  this  effect  filed  with  the  articles  of  incorporation. 

After  filing,  the  subscribers  of  the  articles  hold  a  meeting  to 
elect  directors,  not  less  than  five  nor  more  than  15,  all  to  be  stock- 
holders and  a  majority  residents  of  the  state.  Officers  of  the  cor- 
poration must  also  be  stockholders  and  a  majority  resident. 

Transfers  arc  governed  by  the  Uniform  Stock  Transfer  Law. 
The  liability  of  a  stockholder  is  limited  to  any  unpaid  portions  of 
the  par  value  of  his  shares. 

Any  property  in  the   state  belonging  to  a  foreign  corporation 
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is  liable  to  attachment  as  security  for  actions  brought  against  it 
in  the  State  Courts. 

Fees — Domestic  Corporations. 

Payable  on  incorporation,  minimum  $10,  at  the  rate  of  $1  per 
$1,000  of  the  total  authorized  capital  stock. 

Filing  certificate  of  subscription  of  10%  of  capital  stock,  $2 
Annual  franchise  tax,  payable  1st  July,  3/20ths  of  1%  on  the 
issued  capital  stock  outstanding,  minimum  tax,  $10. 

Foreign  Corporations. 

Before  doing  business  in  the  state,  foreign  corporations  must, 
in  order  to  obtain  a  license  to  do  business,  file  with  the  Secretary 
of  State  a  sworn  copy  of  its  charter  or  certificate  of  incorporation, 
and  a  statement,  under  the  seal  of  the  corporation,  showing  total 
capital  stock,  nature  of  business,  address  of  place  of  business  within 
the  state,  and  name  of  resident  agent  for  service  of  process.  Details 
must  be  given  in  the  statement  as  to  the  quantity  and  par  values 
of  the  shares,  property  owned  and  used  in  the  state,  etc.;  the  forms 
are  supplied  by  the  Secretary  of  State. 

Fees — Foreign  Corporations. 

On  the  total  authorized  capital  stock,  not  exceeding  $100,000, 
$15;  $300,000,  $20;  $500,000,  $25;  1  million  dollars,  $30;  over  1 
million   dollars,  $50. 

Annual  franchise  tax,  payable  1st  July,  3/20ths  of  1%  on  the 
issued  capital  stock  outstanding,  minimum  fee,  $10, 

OKLAHOMA. 

Partnerships. 

The  usual  partnership  law  applies  to  ordinary  partnerships,  but 
where  the  trading  name  of  the  firm  does  not  contain  the  names  of 
the  partners,  a  statement  of  their  names  and  addresses  must  be 
filed  with  the  clerk  of  the  District  Court  and  advertised  in  the 
local  newspapers. 

Limited  Partnerships. 

Full  details  of  the  names  and  addresses  of  general  and  special 
partners,  capital  contributed,  etc.,  must  be  filed  and  a  summary 
advertised  locally.  Neglect  to  file  renders  the  special  partners 
jointly  liable  with  the  general  partners  for  all  the  partnership 
debts. 
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Business   Corporations. 

The  minimum  number  of  incorporators  is  three,  one-third  to  be 
residents  of  the  state. 

The  articles  of  incorporation  must  state  the  names  and  addresses 
of  the  subscribers,  total  capital  stock,  how  divided  into  shares,  and 
the  business  to  be  carried  on. 

There  are  no  regulations  as  to  the  amount  required  to  be  paid 
in  before  commencing  business,  but  there  must  be  first  filed,  with 
the  Corporation  Commission,  a  list  of  stockholders,  directors  and 
officers  of  the  corporation,  showing  their  holdings  of  stock. 

Stock  may  be  issued  for  cash  or  property  at  fair  value;  pay- 
ments of  excessive  valuations,  or  for  fictitious  assets  or  services, 
are  void.  Corporations  may  not  hold  stock  in  competitive  com- 
panies except  when  taken  for  debt  and  then  they  must  be  sold 
within  12  months.  A  corporation  may  not  repay  capital  stock,  but 
it  may  purchase  its  own  stock  from  surplus  profits. 

Debt  must  not  be  incurred  exceeding  the  amount  of  the  sub- 
scribed capital  stock.  By-laws  must  be  adopted  within  30  days 
after  filing  the  articles  of  incorporation.  The  liability  of  stock- 
holders  is   limited  to  any  amounts   unpaid  on  their   shares. 

Fees— Domestic  Corporations. 

On  incorporation,  $1  per  $1,000  on  the  total  capital  stock; 
minimum,  $10.  Annual  trading  license,  50c  per  $1,000  of  capital 
stock,  but  merging  into  income  tax  on  annual  profits. 

Foreign  Corporations. 

Foreign  corporations  must  appoint  an  agent  in  the  state  (resi- 
dent in  the  capital  city  of  Oklahoma),  for  services  of  legal  notices, 
and  must  file  notice  of  his  appointment,  with  certified  copy  of 
articles,  an  application  for  a  license  to  trade  in  the  state,  and  a 
list  of  directors  and  officers  and  the  stock  they  hold. 

Where  action  is  brought  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  may  be  attached  as  security. 

A  verified  annual  statement  must  be  filed  with  the  Secretary  of 
State,  during  July  of  each  year,  showing  the  maximum  amount  of 
capital  used  in   the  state   since   commencing  business   there. 

Fees — Foreign  Corporations. 

Filing  copy  of  charter  and  issuing  license  to  trade,  $1  per 
$1,000  of  the  capital  used   in   the   state. 

Annual  franchise  tax,  an  additional  tax,  at  the  rate  of  $1  per 
$1,000  of  the  capital  used  in  the  state. 
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OREGON. 

Partnerships. 

The  usual  partnership  laws  apply  to  ordinary  partnerships. 

Limited  Partnerships. 

A  formal  partnership  agreement  must  be  drawn  as  a  deed  and 
filed  with  the  clerk  of  the  local  county  court  where  the  business 
is  carried  on.  Details  must  be  given  of  all  general  and  special 
partners,  their  contributions,  and  the  duration  of  the  partnership. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  three.  Articles  of 
incorporation  must  be  sworn  in  triplicate;  one  copy  must  be  filed 
with  the  local  County  Clerk  and  another  with  the  Secretary  of 
State. 

After  filing,  the  incorporators  may  invite  subscriptions  for  stock. 
When  at  least  half  of  the  total  stock  has  been  subscribed,  a  meeting 
must  be  called  for  the  election  of  three  or  more  directors,  who 
must  be  stockholders  continuously  and  the  majority  residents  of 
the  state.  Each  director  must  take  oath  to  discharge  his  official 
duties  honestly.  Directors  are  to  be  elected  annually;  the  president 
must  be  a  director. 

Directors'  meetings  may  be  held  outside  the  state.  If  the 
president  is  not  a  resident,  an  agent  must  be  appointed,  who  resides 
in  the  district  where  the  business  is  conducted  and  upon  whom 
legal  notices  may  be  served.  Notice  of  his  appointment  must  be 
filed  with  the  Secretary  of  State. 

Fully  paid  capital  stock  may  be  issued  in  payment  for  property, 
at  the  valuation  by  the  directors,  but  in  all  reports  such  issued  stock 
must  be  stated  separately  from  stock  issued  for  cash. 

A  list  of  stockholders  and  their  holdings  must  be  kept  at  the 
principal  office  of  the  corporation  in  the  state  and  be  open  to 
inspection  of  stockholders  and  creditors. 

The  liability  of  stockholders  is  limited  to  amounts  unpaid  on 
their  shares.  The  property  of  a  foreign  corporation  may  be 
seized  as  security  for  any  action  brought  against  it  in  the  State 
Courts. 

Fees — Domestic  Corporations. 

Payable  on  incorporation,  on  total  capital  stock  not  exceeding 
$5,000,  fee  $10; 
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Over  $       5.000,  not  over  $     10,000,  fee. $15 

Over         10,000,  not  over         25,000,  fee 20 

Over         25,000,  not  over         50,000,  fee 25 

Over         50,000,  not  over       100,000,  fee 35 

Over       100,000,  not  over       250,000,  fee 45 

Over       250,000,  not  over       500,000,  fee 60 

Over       500,000,  not  over     1,000,000.  fee 75 

Over     1,000,000,    for    each    million    dollars    or    portion 

thereof 75 

Filing  certificate  of  changes,  etc.,  $5  each. 

Corporations  pay  taxes  as  individual  persons. 

Annual  license  fee  on  authorized  capital  stock;  not  exceeding 

$5,000,  $10;  $10,000,  $15;  $25,000,  $20;  $50,000,  $30;  $100,000,  $50; 

$250,000,  $70;  $500,000,  $100;  $1,000,000,  $125;  $2,000,000,  $175;  over 

$2,000,000.  $200. 

Foreign  Corporations. 

Before  doing  business  in  the  state,  a  foreign  corporation  must 
file  with  the  Secretary  of  State  an  application  for  a  license  to  trade, 
together  with  a  certified  copy  of  its  charter  or  articles  of  incor- 
poration, certified  by  the  Secretary  of  State  who  issued  them.  A 
power  of  attorney,  appointing  a  resident  agent,  must  be  filed  with 
the  Corporation  Commissioner  of  Oregon. 

Fees — Foreign  Corporations. 

Declaration  fee  (license  to  trade),  $50,  and  an  annual  license 
fee  at  the  rate  of  $200  per  annum,  apportionable  up  to  the  30th 
Jane;  the  filing  fee  is  included  in  this  amount. 

PENNSYLVANIA. 

Partnerships. 

Ordinary  business  partnerships  are  governed  by  the  Uniform 
Partnership  Act,  shown  at  the  end  of  this  section. 

Limited  Partnerships. 

These  are  governed  by  the  Uniform  Limited  Partnership  Act, 
shown  at  the  end  of  this  section. 

Business  Corporations. 

The  minimum  number  of  persons  who  may  incorporate  is 
three;  one  must  be  a  citizen  of  the  state.  Minimum  capital  stock, 
$5,000. 


206  U.    S.   A.    SECTION 

The  articles  of  incorporation  cannot  be  filed  until  after  a  notice 
of  the  intention  to  incorporate  the  company  has  been  advertised 
by  three  successive  weekly  notices  in  a  newspaper  of  the  county 
where  the  business  is  to  be  carried  on.  Proof  of  publication  must 
be  filed  with  the  Secretary  of  the  Commonwealth. 

The  articles  of  incorporation  must  be  submitted  to  a  Judge 
or  the  Governor  for  approval.  They  have  next  to  be  recorded  with 
the  County  Clerk  and  Secretary  of  the  Commonwealth.  Letters 
Patent  will  be  issued  if  application  for  incorporation  is  approved. 

The  articles  must  contain  details  of  the  name  of  the  corporation, 
description  of  business  and  place  where  to  be  conducted,  duration 
of  the  corporation,  names  and  addresses  and  amounts  subscribed 
by  each  of  the  incorporators;  total  capital  stock  and  how  divided 
into  shares,  names  and  addresses  of  directors. 

At  least  10%  of  the  total  capital  stock  must  be  subscribed  for 
cash,  the  balance  may  be  isued,  as  fully  paid,  for  property  or  cash. 

No  corporation  may  undertake  more  than  one  kind  of  business, 
but  it  may  buy  and  hold  stock  of  other  corporations,  domestic  or 
foreign,  or  it  may  deal  in  their  stocks.  Any  increase  or  reduction 
of  total  capital  stock  requires  the  approval  of  a  special  meeting  of 
stockholders  called  after  60  days'  notice.. 

Transfers  of  stock  are  subject  to  the  regulations  of  the  Uniform 
Stock  Transfer  Act. 

The  liability  of  stockholders  is  limited  to  the  unpaid  amounts 
due  on  their  shares;  they  are  also  liable,  in  proportion  to  their 
holdings,  for  any  debts  of  the  corporation  due  to  workmen  and 
contractors  for  labor  and  materials. 

Where  action  is  brought  in  state  courts  against  a  foreign  cor- 
poration, its  property  in  the  state  is  liable  to  attachment  as  security. 

Fees — Domestic  Corporations. 

Organization  tax  (bonus  tax),  1/3  of  1%  on  the  total  author- 
ized capital  stock.  Filing  and  recording  by  the  Secretary  of  State, 
$30,  including  issue  of  letters  patent.  Fee  payable  to  the  recorder 
of  deeds  for  filing,  25c  per  folio.  Tax  on  capital  stock,  5  mills 
per  $1  on  the  total  authorized  capital  stock;  "bonds  and  mortgages 
are  exempted  and  also  capital  used  within  the  state  for  manufac- 
turing purposes.  Tax  is  levied  on  all  property  permanently  located 
in  the  state.  Tax  on  transfer  of  stocks,  2c  per  $100  of  par  value. 
Filing  affidavit  of  paid  up  capital  stock,  $10.  Issuing  letters  patent, 
$30.  Filing  amendment  of  charter,  $30.  Filing  agreement  of  merger 
or  consolidation,  $55;  filing  certificates  of  each  secretary,  $5.  Re- 
newals of  charter,  $40.  Capital  stock  and  loan  reports  must  be 
filed  in  February  of  each  year. 
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Foreign  Corporations. 

Before  doing  business  in  the  state,  a  foreign  corporation  must 
appoint  the  Secretary  of  State  as  the  resident  agent  for  receiving 
legal  notices  on  behalf  of  the  corporation.  The  appointment  must 
be  by  power  of  attorney,  under  seal  of  the  corporation,  and  signed 
by  the  president  and  secretary.  Statement  must  also  be  filed  of 
nature  of  business  to  be  carried  on  and  the  address  of  the  principal 
place  of  business  within  the  state.  Registration  must  also  be  made 
with  the  Auditor  General. 

Fees — Foreign  Corporations. 

Initial  license  tax  1/3  of  1%  on  the  capital  used  in  the  state. 
There  is  no  separate  annual  franchise  tax,  but  there  is  an  equivalent 
state  tax,  on  the  authorized  capital  stock,  of  5  mills  per  $1.  Bonds 
and  mortgages  are  exempt,  also  capital  employed  in  manufacturing 
within  the  state.  Filing  fees,  power  of  attorney  appointing  Secre- 
tary of  State  to  be  legal  agent,  $10;  changes  of  office  address,  $5; 
change  of  name,  $5.  Annual  returns  must  be  made,  in  February, 
of  capital  stock  and  loans  issued  and  outstanding;  this  for  the 
purpose  of  taxation.  Annual  license  tax  (bonus  tax)  is  also  pay- 
able according  to  the  amount  of  capital  used  in  the  state,  as 
represented  by  tangible  assets.  Capital  used  within  the  state  for 
manufacturing  purposes  is  exempt.  There  is  no  state  income  tax 
on  profits  or  dividends. 

PHILIPPINE  ISLANDS 
(Capital  City,  Manila). 

U.  S.  corporation  laws  apply.  Foreign  corporations  must  ap- 
point a  resident  agent. 

Domestic  Corporations. 

Business  corporations  formed  under  the  laws  of  the  Islands  pay 
the  following  fees  at  the  time  of  organization:  Authorized  capital 
stock  of  less  than  P.  (pesos)  50,000,  fee  P.25;  under  P.100,000,  fee 
P.50;  increase  of  P.2S  for  each  P.100,000  up  to  P.500,000,  for  which 
the  fee  is  P.150;  over  P.500.000  and  under  P.l,O0O,000,  fee  P.200: 
over  P.1,000,000  and  under  P.2,00O,0O0,  fee  P.250;  P.2.000,000  or 
over,  fee  P.300.     (Two  Pesos  equal  $1  of  U.  S.  money.) 

Foreign  Corporations. 

Fee  for  license  to  do  business  in  the  Islands,  SO  pesos. 
At  present  there  are  no  annual  franchise  or  license  taxes  pay- 
able by  domestic  or  foreign  corporations. 
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Coinage. 

The  money  of  the  Islands  is  now  based  on  a  gold  standard,  the 
gold  peso  (or  Mexican  dollar)  having  a  fixed  value  of  50  cents  in 
U.  S.  money,  i.e.,  two  pesos  equal  $1  of  U.  S.  currency. 

PORTO  RICO. 

Any  three  or  more  persons  may  form  themselves  into  a  cor- 
poration. 

The  regulations  applying  to  corporations  are  similar  to  the 
general  powers  given  by  state  legislatures,  as  explained  at  the 
beginning  of  this  section.  All  corporations  incorporated  in  Porto 
Rico  have  powers  to  trade  with  the  United  States  and  with  foreign 
countries. 

The  total  authorized  capital  stock  must  not  be  less  than  $2,000, 
and  the  minimum  capital  which  must  be  paid  in,  before  commenc- 
ing business,  is  $1,000. 

If  more  than  one  class  of  stock  is  to  be  issued,  the  articles 
should  define  the  classes  and  quantities  of  each. 

No  charter  is  issued  to  domestic  corporations,  but  a  copy  of 
the  articles  of  incorporation,  certified  by  the  Secretary  of  State,  is 
evidence  of  the  incorporation. 

The  first  general  meeting  of  subscribers  must  be  held  within 
60  days  after  the  incorporation.  The  meeting  may  be  held  at  any 
place  fixed  by  unanimous  consent  of  the  subscribers.  Unless  other- 
wise provided,  stockholders'  meetings  must  be  held  within  the 
Island. 

There  must  be  at  least  three  directors,  two  of  whom  must  be 
residents. 

If  so  authorized  by  the  articles  or  by-laws,  directors'  meetings 
may  be  held  outside  the  Island,  but  the  principal  office,  and  the 
stock  registers  and  books  of  account,  must  be  kept  within  the 
Island. 

The  name  of  a  domestic  corporation  must  be  exhibited  publicly 
at  the  entrance  of  every  place  where  it  carries  on  business.  Foreig^n 
corporations  must  exhibit  their  names  at  the  place  of  business  of 
their  agent. 

Share  certificates  must  be  issued  and  transfers  are  only  valid  if 
made  on  the  books  of  the  corporation. 

Thirty  days  notice  must  be  given  of  all  calls  (assessments)  for 
instalments  to  be  paid  on  partly-paid  shares.  Default  in  payment 
entitles  the  directors  to  forfeit  such  shares. 

Fully-paid    shares    may    be    issued    in    payment    for    property 
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acquired,  but  in  all  reports  they  must  be  described  separately  from 
shares  issued  for  cash. 

Annual  reports  must  be  filed,  not  later  than  15th  March  of 
each  year,  giving  (1)  details  of  the  organization  of  the  corporation 
and  the  amount  of  capital  stock  issued  and  outstanding;  (2)  details 
of  assets  and  liabilities;  and  (3)  the  office  address  within  the  Island. 
A  detailed  balance  sheet  must  also  be  filed,  before  15th  March, 
drawn  up  at  the  31st  December  previous. 

A  corporation  must  not  incur  indebtedness  beyond  the  amount 
of  its  paid-up  capital  stock;  directors  permitting  any  indebtedness 
beyond  this  amount  are  personally  liable  to  pay  the  excess  to  the 
creditors. 

Fees — Domestic  Corporations. 

Filing  charter  or  articles  of  incorporation  and  increases  of 
capital  stock,  15c  per  $1,000  of  the  total  authorized  capital;  minimum 
fee,  $25;  maximum,  $500. 

For  issuing  certificate  of  incorporation,  $3;  recording  the 
articles  or  charter,  20c  per  100  words;  filing  certificate  of  decrease 
of  capital,  or  of  increase,  $5;  filing  notice  of  removal  of  ofiice  in 
the  Island,  $5;  for  issuing  any  sealed  certificate,  $1. 

Foreign  Corporations. 

Before  commencing  business  in  the  Island,  the  following  state- 
ments must  be  filed  in  the  office  of  the  Secretary  of  Porto  Rico: 

(1)  A  certified  copy  of  the  charter  or  articles  of  the  foreign 
corporation,  certified  by  the  Secretary  of  State  where  it  was  issued. 
The  charters  or  articles  of  corporations  incorporated  abroad  must 
be  verified  by  the  U.  S.  Consul  there.  All  documents  must  be  in 
the  English  language,  or  accompanied  by  English  translations. 

(2)  A  statement,  sworn  by  the  president  and  secretary  and  a 
majority  of  the  directors,  giving  the  following  particulars:  Name 
of  corporation,  address  in  the  home  state  and  in  the  Island,  nature 
of  its  business,  amount  of  capital  stock  paid  for  in  cash,  amount 
paid  for  in  property  or  otherwise  (not  being  cash),  total  assets 
with  their  cash  values,  details  of  all  liabilities  and  of  any  mortgages 
on  the  property  or  assets,  names  and  addresses  of  all  directors, 
with  the  dates  when  their  appointments  expire. 

(3)  Certificate  under  the  seal  of  the  corporation,  signed  by  the 
president  and  secretary,  showing  the  consent  of  the  foreign  cor- 
poration to  being  sued  in  the  courts  of  the  Island  in  respect  of 
business  done  there,  and  also  certifying  the  appointment  of  a  resi- 
dent agent  for  service  of  process. 
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(4)  The  written  consent  of  the  agent  to  such  appointment. 
(Where  no  resident  agent  is  appointed,  service  on  the  Secretary 
of  Porto  Rico  shall  be  held  to  be  good  service  against  the  foreign 
corporation.) 

Annual  reports  must  be  made,  not  later  than  ISth  March,  to 
the  Secretary  of  Porto  Rico;  such  reports  to  be  sworn  by  the 
president  and  secretary  and  certified  by  a  majority  of  the  directors, 
and  to  show  details  of  the  organization  of  the  corporation,  the 
amounts  of  capital  stock  subscribed  and  paid  for  in  cash  and  in 
property,  with  a  detailed  balance  sheet  and  a  list  of  the  directors 
of  the  corporation,  showing  when  their  appointments  expire. 

A  financial  statement  must  also  be  filed,  not  later  than  iSth 
March,  showing  the  financial  position  as  at  1st  January  previous, 
and  giving  the  details  of  its  manufacturing  account  or  income 
account. 

Neglect  to  file  these  reports  is  punishable  by  fine  and  by  cancel- 
lation of  the  license  to  trade  in  the  Island. 

Fees — Foreign  Corporations. 

Filing  charter  or  articles  of  incorporation,  ISc  per  $1,000  of 
authorized  capital  stock;  minimum  fee,  $25;  maximum,  $500. 
Recording  charter  or  articles,  20c  per  100  words.  Filing  appoint- 
ment of  agent,  $5.  Issuing  certificate  of  registration,  $3.  Filing 
decrease  or  increase  of  capital  stock  (in  addition  to  the  fee  on 
the  increase),  $5.  Copy  of  any  document  relating  to  any  cor- 
poration, 20c  per  100  words,  plus  $1  for  the  certificate  under  seal. 

An  annual  license  tax  is  also  payable,  on  1st  July  of  each  year, 
$25.  There  is  also  a  tax  of  1%  on  the  value  of  all  real  and  per- 
sonal property  of  corporations  within  the  Island.  This  is  levied  for 
governmental  and  municipal  purposes  and  is  due  1st  July  of  each 
year. 

State  income  tax  is  also  payable:  3%  by  domestic  and  U.  S. 
corporations  and  6%  by  foreign  corporations,  on  the  net  income, 
from  all  sources,  for  the  year  ending  31st  December.  Corporations 
are  authorized  to  deduct,  from  dividends  and  bond  interest,  a  pro- 
portion of  the  tax  so  paid  by  the  corporation. 

There  is  also  an  excess  profits  tax. 

RHODE  ISLAND. 

Partnerships. 

Ordinary  business  partnerships  are  subject  to  the  usual  part- 
nership laws. 


STATE    LAWS— RHODE    ISLAND  211 

Limited  Partnerships. 

These  must  be  advertised  in  a  local  newspaper  and  a  sworn 
statement  must  be  filed  with  the  local  town  or  city  clerk,  giving 
details  of  the  names  and  addresses  of  partners,  distinguishing  be- 
tween general  and  special  partners,  and  showing  the  respective 
contributions  of  each,  the  period  of  the  partnership,  and  the  kind 
of  business  to  be  carried  on. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  three. 

Corporations  formed  under  the  laws  of  Rhode  Island  must  have 
a  business  place  in  the  state,  with  a  resident  agent. 

The  articles  of  incorporation  must  be  executed  as  a  deed  and 
signed  by  all  the  incorporators. 

There  are  no  regulations  as  to  the  amounts  of  capital  required 
to  be  subscribed,  or  paid  to  the  corporation  in  cash,  before  it  may 
file  the  articles  of  incorporation  or  commence  business. 

The  state  corporation  law  makes  no  restrictions  as  to  the 
minimum  or  maximum  number  of  directors,  nor  does  it  require 
them  to  be  residents. 

Before  filing  Articles  there  must  be  paid  to  the  State  Treasurer 
a  deposit  of  $100,  or  of  $1  per  $1,000  if  the  total  capital  stock 
exceeds  $100,000. 

The  treasurer  of  the  new  corporation  must  make  a  certified 
declaration  of  these  payments  having  been  made  and  it  must  be 
presented,  with  the  articles  of  incorporation,  for  filing  with  the 
Secretary  of  State. 

All  corporations  carrying  on  business  in  the  state  pay  a  fran- 
chise tax  of  $3.50  per  $10,000,  or  fraction,  of  their  total  authorized 
capital  stock.  Neglect  to  make  this  payment  for  three  years  will 
cancel  the  charter  of  the  corporation. 

Transfers  are  governed  by  the  Uniform  Stock  Transfer  Act. 

The  liability  of  stockholders  is  limited  to  any  amounts  unpaid 
on  their  shares. 

Fees — Domestic  Corporations. 

Organization  tax,  50c  per  $1,000  of  the  total  authorized  stock, 
and  5c  for  each  share  without  par  value,  minimum  $25.  Issuing 
certificate  of  incorporation,  $1. 

An  annual  tax  is  levied  on  the  capital,  in  addition  to  the  taxa- 
tion of  real  estate  and  personal  property  of  corporations  situated 
within  the  state.  The  basis  of  valuation  for  shares  is  the  average 
fair  market  value  during  the  previous  year. 
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Foreign  Corporations. 

Before  doing  business  in  the  state  a  certified  copy  of  the  charter 
or  articles,  a  statement  of  the  amount  of  stock  issued  and  sub- 
scribed, and  the  names  and  addresses  of  directors,  etc.,  must  be 
filed  with  the  Secretary  of  State,  and  a  resident  agent  must  be 
appointed  for  service  of  process.  Notice  of  his  appointment  must 
be  filed.     No  annual  report  is  required  from  business  corporations. 

Fees — Foreign  Corporations. 

Initial  registration  fees,  $25.  Recording  of  trading  certificate, 
$1.50.  An  annual  franchise  tax  must  be  paid  at  the  rate  of  $3.50 
per  $10,000  of  authorized  capital  stock.  Filing  power  of  attorney  of 
agent,  $1.50.  Taxes  are  levied  on  the  real  and  personal  property 
of  a  corporation  situated  in  the  state.  Also  a  tax  on  capital  stock, 
based  on  the  fair  average  value  of  the  shares  during  the  previous 
year. 

SOUTH  CAROLINA. 

Partnerships. 

Trading  and  manufacturing  partnerships  are  governed  by  the 
ordinary  partnership  law. 

Limited  Partnerships. 

The  state  law  requires  partnerships  to  advertise  all  the  names  of 
the  general  and  special  partners,  with  other  details,  in  a  local  news- 
paper once  weekly  for  six  consecutive  weeks. 

A  certificate  of  the  limited  partnership  must  be  prepared  showing 
the  names  and  addresses  of  all  the  partners,  stating  which  are 
general  and  which  are  special  partners,  the  capital  to  be  contributed 
by  each,  the  kind  of  business  to  be  carried  on,  and  the  commence- 
ment and  duration  of  the  partnership.  This  statement  must  be 
signed  by  all  the  partners  in  the  presence  of  two  witnesses,  who 
must  also  sign.  It  is  then  filed  with  the  local  county  clerk  who 
records  it.  One  of  the  general  partners  must  make  an  aflSdavit 
that  the  capital  to  be  contributed  by  the  special  partners  has  actu- 
ally been  paid  in  cash. 

Failure  to  advertise  the  limited  partnership,  or  to  file  the  certi- 
ficate, makes  the  limited  partners  liable  for  all  partnership  debts, 
like  the  general  partners. 

All  limited  partnerships  must  exhibit  publicly  at  their  head 
office  the  names  of  all  partners. 
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Registration  of  Firms. 

Since  1918  all  trading  and  manufacturing  firms  having  a  place 
of  business  in  the  state,  (which  are  not  registered  as  corporations) 
must  file  with  the  local  county  clerk  the  names  of  all  the  owners,  or 
of  the  partners.  These  names  must  also  be  exhibited  at  the  entrance 
to  each  of  their  places  of  business  in  the  state. 

Notices  of  changes  in  owners  or  partners  must  be  filed  and  the 
names  on  the  signs  must  be  altered,  otherwise  retiring  owners  or 
partners  will  continue  to  be  liable  for  the  firm's  debts.  The  penalty 
for  non-registration  is  a  fine  of  $10  per  day  or  of  5  days'  imprison- 
ment for  each  day  of  default. 

Business  Corporations. 

The  minimum  number  of  persons  who  may  incorporate  is  two. 

A  preliminary  declaration  must  be  filed  with  the  Secretary  of 
State,  giving  details  of  the  name  and  objects  of  the  corporation, 
address  where  business  is  to  be  carried  on,  names  and  addresses 
of  the  incorporators,  total  capital  stock,  how  divided  into  shares, 
and  how  to  be  paid  for. 

This  declaration,  with  the  recording  fee,  is  sent  to  the  Secretary 
of  State,  who  issues  a  commission  appointing  the  incorporators 
to  be  a  board  of  incorporators  authorized  to  receive  subscriptions 
and  to  organize  a  corporation. 

A  charter  cannot  be  obtained  unless  at  least  50%  of  the  total 
capital  stock  has  been  subscribed  and  10%  of  the  total  capital  stock 
has  been  paid  in,  and  security  given  for  the  payment  of  the  balance 
actually  subscribed.     Shares  may  be  paid  for  by  instalments. 

The  next  step  in  the  incorporation  is  the  filing  with  the  Secretary 
of  State  of  a  certificate,  signed  by  a  majority  of  the  incorporators, 
stating  the  amounts  subscribed,  the  sums  actually  paid,  and  the 
nature  of  the  security  given  for  payment  of  the  balance.  The 
Secretary  of  State  then  issues  a  charter,  which  must  be  filed  by 
the  corporation  with  the  local  county  clerk  or  registrar  of  mesne 
conveyances. 

The  first  meeting  of  stockholders  must  be  held  in  the  state, 
otherwise  it  is  invalid. 

Property  in  the  state  belonging  to  a  foreign  corporation  is 
liable  to  attachment,  as  security,  in  the  case  of  actions  brought 
against  such  foreign  corporation  in  the  state  courts. 

Annual  Reports. 

Balance  sheets  and  trading  accounts  must  be  issued  each  year 
to  the  stockholders  and  filed  with  the  Comptroller  General  for 
taxation  purposes. 
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Liability  of  Stockholders. 

This  is  limited  to  any  amounts  unpaid  on  their  shares. 

Fee — Domestic  Corporations. 

Preliminary  incorporation  certificate  $2.50.  Issue  of  charter, 
minimum  $5,  at  the  rate  of  1  mill  per  dollar  of  the  total  authorized 
capital  stock,  up  to  $100,000;  half  mill  per  dollar  if  capital  over 
$100,000  but  not  over  $1,000,000;  one-quarter  mill  for  each  dollar 
over  one  million   dollars. 

Issue  of  charter  to  corporation  formed  for  holding  and  storing 
cotton,  $25. 

Registration  of  foreign  corporation  having  a  place  of  business 
in  the  state,  $5. 

Filing  notice  of  dissolution  of  corporation,  $5.  Annual  fran- 
chise tax  is  payable  at  the  rate  of  one-half  mill  per  dollar  on  the 
capital  stock  issued,  minimum  $5. 

Foreign  Corporations. 

Within  60  days  after  commencing  business,  foreign  corpora- 
tions must  file  the  following  statements  with  the  Secretary  of 
State;  (1)  copy  of  charter  or  articles  of  incorporation  and  the 
by-laws,  and  any  amendments  of  either  document;  (2)  declaration 
of  place  of  business,  within  the  state,  at  which  legal  notices  may 
be  served;  (3)  names  and  addresses  of  all  directors  and  officers. 
An  annual  statement  must  also  be  filed  showing  the  financial  posi- 
tion of  the  corporation,  together  with  lists  of  directors  and  officers 
and  their  addresses,  and  the  amounts  received  in  payment  of  capital 
stock. 

Fees — Foreign  Corporations. 

Payable  on  registration;  filing  charter  and  by-laws,  $5;  declara- 
tion of  place  of  business,  $5;  list  of  directors,  $5;  total  $15. 

SOUTH  DAKOTA. 
Partnerships. 

Trading  and  manufacturing  partnerships  are  governed  by  the 
usual  rules  of  partnership. 

Limited  Partnerships. 

Articles  of  partnership  must  be  executed  and  filed  with  the 
clerk  of  the  local  Circuit  Court. 
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An  advertisement  of  the  formation  of  the  partnership  must  be 
published  in  the  local  newspaper.  Failure  to  file  and  advertise 
makes  the  special  partners  liable  as  general  partners. 

Business  Corporations. 

The  minimum  number  of  persons  w^ho  may  form  a  corporation 
is  three,  one  must  be  a  resident. 

The  articles  of  incorporation  must  be  filed  with  the  Secretary  of 
State.  They  must  include  an  anti-trust  declaration.  The  duration 
of  the  corporation  must  not  exceed  25  years. 

The  board  of  directors  must  not  be  less  than  three  nor  more 
than  eleven,  one  must  be  a  resident  of  the  state. 

The  chief  business  office  may  be  outside  the  state  and  all  the 
business  may  be  done  there. 

There  are  no  regulations  as  to  the  minimum  amount  of  capital 
stock  required  to  be  subscribed  or  paid  in  cash,  nor  as  to  the  issu- 
ing of  fully  paid  stock  for  property. 

The  total  capital  stock  may  be  increased  or  reduced  by  per- 
mission of  the  Secretary  of  State.  A  corporation  may  purchase 
and  hold  its  own  stock  by  consent  of  general  meeting. 

Liability  of  Stockholders. 

This  is  limited  to  any  amounts  unpaid  on  their  shares. 

Attachment, 

Where  action  is  brought  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  is  liable  to  attachment  as 
security. 

Fees — Domestic  Corporations. 

On  the  incorporation,  assessed  on  the  total  authorized  capital 
stock: 

Not  over  $25,000 $10 

Over  $25,000  up  to  $100.000 15 

$100,000  up  to  $500,000 20 

For  each  additional  $500,000  or  fraction 10 

Over  $5,000,000 150 

Foreign  Corporations. 

Before  commencing  business  there  must  be  filed,  with  the  Secre- 
tary of  State,  a  copy  of  the  charter  or  articles  of  the  foreign  cor- 
poration, certified  by  the  Secretary  of  the  State  where  it  was  in- 


216  U.    S.   A.    SECTION 

corporated;  also  an  affidavit  by  the  president  or  other  officer 
appointing  the  Secretary  of  State  of  South  Dakota  as  legal  resident 
agent  of  the  corporation,  for  the  purpose  of  service  of  process. 

Annual  reports  must  be  filed  before  March  1st  of  each  year, 
showing  the  details  of  the  organization  of  the  corporation,  capital 
stock  issued,  how  paid  for,  value  of  all  properties,  total  business 
done  by  the  corporation  during  the  preceding  year,  total  business 
done  in  South  Dakota,  and  the  value  of  its  property  within  that 
state.    An  anti-trust  declaration  must  be  made  annually. 

Fees — Foreign  Corporation. 

License  tax,  payable  on  application  for  trading  permit,  $25  if 
the  capital  employed  in  the  state  does  not  exceed  $25,000;  $1  per 
$1,000  for  any  excess.  No  annual  franchise  tax  is  payable  by  foreign 
or  domestic  corporations.     Filing  annual  report,  $2. 

TENNESSEE. 
Partnerships  and  Limited  Partnerships. 

These  are  governed  by  the  Uniform  Partnership  Acts  shown  in 
detail  in  this  section. 

Business  Corporations. 

Minimum  number  for  incorporation,  five  persons  of  21  years 
or  more. 

An  application  for  a  charter  is  to  be  prepared  by  the  incor- 
porators and  sworn  to  before  the  local  county  clerk  who  attaches 
his  certificate.  Both  documents  are  presented  to  the  local  county 
registrar,  who  endorses  on  the  county  clerk's  certificate  his  own 
certificate  of  registration  and  forwards  the  application  to  the  Secre- 
tary of  State,  who  stamps  it  with  his  official  seal.  The  application 
then  serves  as  the  charter.  It  must  contain  details  of  the  name 
and  business  place  of  the  corporation,  the  total  capital  stock  author- 
ized, how  divided  into  shares,  duration  of  the  company,  and  the 
names  and  addresses  of  the  incorporators. 

There  are  no  regulations  as  to  the  minimum  capital  to  be  sub- 
scribed or  paid  in,  before  commencing  business  or  afterwards. 

Transfers  are  governed  by  the  Uniform  Stock  Transfer  Law. 

Liability  of  Stockholders. 

All  stockholders  are  liable  to  be  assessed  in  proportion  to  their 
holdings  for  any  amounts  necessary  to  pay  the  debts  of  the  cor- 
poration, even  if  their  shares  are  fully  paid. 
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Attachment. 


Property  in  the  state  belonging  to  a  foreign  corporation  is 
liable  to  attachment,  as  security,  in  the  case  of  actions  brought 
against  it  in  the  state  courts. 

Fees — Domestic  Corporations. 

On  the  incorporation,  $10;  recording  by  registrar,  $3;  recording 
by  Secretary  of  State,  $3,  and  privilege  tax  of  $1  per  $1,000  of  the 
total  authorized  capital  stock. 

Foreign  Corporations. 

Before  commencing  business,  a  copy  of  the  charter  or  articles, 
certified  by  the  secretary  of  the  corporation,  must  be  filed  with  the 
Secretary  of  State  and  filing  fee  of  $20  and  privilege  tax  of  $1  per 
$1,000,  etc.,  must  be  paid. 

Extracts  from  the  charter  or  articles  must  be  filed,  on  forms 
provided  by  the  Secretary  of  State,  with  the  county  clerk  in  each 
county  in  which  the  business  is  carried  on. 

Annual  reports  must  be  filed  on  July  1st,  on  forms  supplied  by 
the  Secretary  of  State. 

Annual  Franchise  Tax. 

This  tax  is  payable  by  domestic  and  foreign  corporations  on  the 
total  authorized  capital  stock: — 

Up  to    $25,000   $5  per  annum 

Over     25,000,  but  not  over      $50,000 10  per  annum 

Over     50,000.  but   not  over      150,000 20  per  annum 

Over    150,000,   but  not   over      250,000 30  per  annum 

Over   250,000,   but  not  over      500,000 SO  per  annum 

Over    500,000,   but   not   over   1.000,000 100  per  annum 

Over  1.000,000   150  per  annum 

Fees — Foreign  Corporations. 

Registration  of  foreign  corporations  having  a  place  of  business 
in  the  state: 

Fee 

Up  to  $50,000 $50 

Not  over   100,000 100 

Not  over  200,000 150 

Not  over  300,000 200 

Not  over  400,000 250 
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Not  over    $500.000 $   300 

Not  over      750,000 400 

Not  over  1,000,000 500 

Not  over  2,000,000 750 

Not  over  5,000,000 1,000 

Over  5,000.000   1,500 

Foreign  corporations  incorporated  in  other  states  or  countries 
with  the  intention  of  doing  all  their  business  in  Tennessee  pay  a 
privilege  tax  of  $1  per  $1,000  on  the  total  authorized  capital. 


TEXAS. 

Partnerships. 

Trading  and  manufacturing  partnerships  are  governed  by  the 
ordinary  partnership  law. 

Limited  Partnerships. 

Details  of  the  partnership  must  be  stated  in  a  formal  certificate, 
signed  by  all  the  partners,  and  must  be  filed  with  the  local  county 
clerk.  A  notice  of  the  limited  partnership  must  also  be  advertised 
in  the  local  newspaper. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  three,  of  whom  two 
must  be  citizens  of  the  state.  Before  issuing  a  charter,  the  Secre- 
tary of  State  must  be  satisfied  that  the  whole  of  the  capital  stock 
has  been  subscribed  and  at  least  50%  paid  in. 

An  affidavit  to  this  effect,  and  a  certified  copy  of  the  articles 
of  incorporation,  are  sent  to  the  Secretary  of  State  with  the  fee 
for  incorporation  and  the  amount  of  franchise  tax. 

The  articles  of  incorporation  are  then  recorded  by  him  and  a 
certificate  of  incorporation  issued. 

Fully  paid  stock  may  be  issued  for  cash,  property  or  services 
rendered. 

Business  corporations  may,  by  recent  changes  in  the  law,  bor- 
row money  on  bonds  or  otherwise  and  mortgage  either  property 
or  income.     Contributions  to  political  funds  are  forbidden. 

Liability  of  Stockholders. 

This  is  limited  to  any  unpaid  balance  due  on  their  shares. 
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Attachment. 

In  the  case  of  actions  brought  against  foreign  corporations  in 
the  state  courts  its  property  in  the  state  is  liable  to  attachment. 

Fees — Domestic  Corporations. 

Franchise  tax,  payable  each  year,  for  Texas  corporations,  50c 
per  $1,000  on  the  total  authorized  capital  stock  up  to  $1,000,000. 
25c  per  $1,000  excess.  Deduction  may  be  made  of  capital  used 
outside  the  state. 

Organization  tax,  payable  on  the  incorporation  of  domestic 
corporations:  $50  tax  up  to  $10,000  of  authorized  capital  stock;  $10 
for  each  additional  $10,000;  maximum  tax,  $2,500. 

Foreign  Corporations. 

Before  commencing  business  in  the  state,  foreign  corporations 
must  file,  with  the  Secretary  of  State,  a  certified  copy  of  the  charter 
or  articles  of  incorporation,  and  an  application  for  a  license  to 
trade  in  Texas,  together  with  an  anti-trust  declaration,  sworn  by  the 
president  and  secretary  or  other  officers  of  the  corporation.  Forms 
for  the  statements  are  supplied  by  the  Secretary  of  State. 

Annual  reports  are  required  by  the  Secretary  of  State  from  all 
foreign  corporations,  before  February  1st  of  each  year. 

Fees — Foreign  Corporations. 

Both  domestic  and  foreign  corporations  pay  taxes  on  the  sur- 
plus or  accumulated  profits  and  on  the  capital  stock. 

Foreign  corporations  pay  a  franchise  tax  each  year  as  follows: 

$1   per  $1,000  on  the  total  authorized   capital   stock 

up  to  $100,000 

50c  per  $1,000  excess  up  to 1,000,000 

25c  per  $1,000  excess  over 1,000,000 

Minimum  fee,  $25. 

A  charter  fee  is  also  payable,  by  foreign  corporations,  of  $50  for 
the  first  $10,000  of  authorized  capital  stock,  and  $10  per  $10,000  (or 
fraction)  in  excess. 

UTAH. 

Partnerships. 

Trading  and  manufacturing  partnerships  are  governed  by  the 
usual  partnership  laws. 
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If  trading  under  any  name  other  than  the  names  of  the  partners, 
the  trading,  title,  together  with  the  names  and  addresses  of  all  the 
partners  must  be  registered  with  the  local  county  clerk. 

Limited  Partnerships. 

A  statement  must  be  prepared,  signed  by  all  the  partners,  and 
filed  with  the  local  county  clerk,  showing  details  as  to  the  trading 
name,  kind  of  business,  name  and  address  of  each  partner,  whether 
he  is  a  general  or  special  partner,  amount  of  capital  contributed  by 
each,  and  the  commencement  and  duration  of  the  partnership. 

The  partnership  trading  name  should  contain  only  the  names 
of  the  general  partners. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  five,  one  to  be  a  resi- 
dent of  the  state  and  three  at  least  to  sign  the  articles  of  incor- 
poration. 

Business  may  be  commenced  before  filing  the  articles. 

At  least  10%  of  the  capital  must  be  subscribed  and  paid  in  cash 
or  property.  An  affidavit  of  such  payment  must  be  filed  with  the 
articles  of  incorporation. 

The  number  of  directors,  method  of  election,  and  term  of  ofHce, 
are  to  be  stated  in  the  articles  of  incorporation. 

Officers  are  required  to  make  affidavit  of  their  intention  to  per- 
form their  duties  honestly;  these  affidavits  are  filed  with  the  local 
county  clerk  and  the  Secretary  of  State. 

Where  fully  paid  stock  is  to  be  issued  for  property,  a  descrip- 
tion of  such  property  must  be  given  in  the  articles  of  incorporation 
and  the  incorporators  must  make  an  affidavit  that  they  know  the 
property  and  consider  it  fully  worth  the  amount  to  be  paid  by  the 
corporation. 

For  mining  corporations,  an  affidavit  of  value,  of  property 
bought  for  payment  in  stock,  is  not  required. 

Trading  and  manufacturing,  corporations  may  hold  any  quanti- 
ties of  land  needed  for  their  business  and  any  further  land  obtained 
as  security  or  in  payment  of  debt. 

Liability  of  Stockholders. 

Limited  to  any  amounts  unpaid  on  the  shares  they  hold. 

Attachment. 

Where  action  is  brought  in  the  state  courts  against  a  foreign 
corporation  its  property  in  the  state  is  liable  to  attachment. 
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Fees — Domestic  Corporations. 

On  incorporation  25c  per  $1,000  of  total  authorized  capital  stock. 

County  clerk's  filing  fees:  Articles,  $2.50;  any  amendment,  $5; 
recording,  20c  per  folio. 

Franchise  tax,  payable  yearly,  each  November,  hy  domestic  and 
foreign  corporations  to  the  Secretary  of  State. 

Total  authorized  capital  stock,  $10,000,  fee  $5;  not  exceeding 
$25,000,  $10;  not  exceeding  $50,000,  $15;  not  exceeding  $75,000,  $20; 
not  exceeding  $100,000,  $25;  not  exceeding  $150,000,  $35;  not  ex- 
ceeding $200,000,  $40;  not  exceeding  $250,000,  $50;  not  exceeding 
$600,000,  $90;  not  exceeding  $1,000,000,  $125;  not  exceeding  $1,500,- 
000,  $150;  not  exceeding  $4,000,000,  $225;  over  $4,000,000,  $250. 

Foreign  Corporations. 

Before  commencing  business,  foreign  corporations  must  comply 
with  the  following  requirements:  file  with  the  Secretary  of  State 
(Corporation  Department),  and  with  the  clerk  of  the  county  where 
it  carries  on  business,  (a)  a  copy  of  charter  or  certificate  of 
incorporation,  certified  by  the  Secretary  of  the  State  where  incor- 
porated; (b)  certified  copy  of  by-laws;  (c)  certified  copies  of  any 
amendments  to  articles  or  by-laws;  (d)  certificate  of  appointment 
of  agent  for  process,  by  resolution  of  the  board  of  directors;  (e) 
copy  of  such  resolution,  certified  by  the  president  and  secretary, 
under  seal  of  the  corporation;  (f)  acceptance  of  the  Constitution 
of  the  State  of  Utah,  as  applying  to  the  business  carried  on  by  the 
foreign  corporation  in  that  state. 

Fees — Foreign  Corporations. 

Payable  to  Secretary  of  State,  on  application  for  trading  license, 
25c  per  $1,000  on  the  total  authorized  capital  stock.  If  shares  are 
without  par  value,  then  fee  for  filing  articles  and  by-laws  is  $25; 
issuing  certificate  of  compliance  with  the  regulations  $5;  appoint- 
ment of  resident  agent,  filing  fee,  $1.  The  fee  of  county  clerk,  for 
recording,  is  about  $5,  plus  30c  per  page.  The  annual  corporation 
license  tax,  payable  November  15th  of  each  year,  ranges  from  $5 
for  $10,000  or  less,  of  total  authorized  capital  stock. 

VERMONT. 

Partnership. 

Ordinary  partnerships  are  subject  to  the  usual  partnership  laws. 
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Limited  Partnerships. 

A  detailed  statement  of  the  partnership  organization  and  capital 
must  be  filed  with  the  local  town  clerk  and  commissioner  of  taxes. 

A  notice  of  the  formation  of  the  limited  partnership  must  be 
advertised  in  a  local  newspaper  once  weekly  for  six  weeks.  Any 
person  or  firm  carrying  on  business  under  a  name  which  is  not 
that  of  the  owners  must  register  with  the  local  town  clerk  and  com- 
missioner of  taxes;  fee  $3. 

Business  Corporations. 

The  smallest  number  of  persons  who  may  incorporate  is  five. 

An  application  must  first  be  made  to  the  Secretary  of  State  for 
permission  to  form  a  corporation;  details  are  required  as  to  the 
particular  business  to  be  carried  on,  and  where;  the  capital,  how 
divided  into  shares,  (preferred  shares  are  authorized),  etc.  If  the 
application  is  reported  on  favorably,  the  incorporators  prepare 
articles  of  incorporation,  execute  the  document  like  a  deed  and  file 
it  with  the  Secretary  of  State.  A  copy  of  the  articles,  certified  by 
the  Secretary  of  State,  is  filed  with  the  local  town  clerk.  The  cor- 
poration is  not  entitled  to  commence  business  until  at  least  50% 
of  the  total  authorized  capital  has  been  paid,  in  cash  or  in  property. 

There  must  be  at  least  three  directors,  (any  or  all  of  whom  may 
be  paid  for  their  services'),  two-thirds  to  be  residents  of  the  state, 
and  a  clerk  of  the  corporation,  who  must  be  a  resident. 

Directors  are  permitted  by  law  to  make  straightforwaard  con- 
tracts with  the  corporation,  provided  full  disclosure  is  made  of 
their  interests. 

Corporations  are  forbidden  to  own  stock  of  "holding"  corpora- 
tions, but  they  may  hold  that  of  other  corporations  formed  in  Ver- 
mont to  carry  on  a  similar  business.  They  may  also  own  stocks  of 
subsidiary  companies  incorporated  under  the  laws  of  other  states, 
for  carrying  on  the  same  business. 

Annual  Reports. 

Each  year,  on  January  1,  all  corporations  are  required  to  file 
financial  reports  with  the   Secretary   of  State. 

Liability  of  Stockholders. 

This  is  limited  to  any  amounts  unpaid  on  the  shares  they  hold. 

Fees — Domestic  Corporations. 

Payable  on  incorporation,  $10  if  the  total  authorized  capital  stock 
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is  not  over  $5,000;  $25  if  not  over  $10,000;  $50  if  not  over  $50,000; 
$100  if  not  over  $200,000;  $200  if  not  over  $500,000;  $300  up  to  one 
million  dollars;  $500  for  two  million  dollars,  and  $200  for  each  fur- 
ther million  or  portion. 

Certificate  of  registration  of  foreign  corporation  carrying  on 
business  in  the  state,  $10. 

An  annual  franchise  tax  is  payable  as  follows:  Up  to  $50,000, 
$10;  for  each  additional  $50,000,  $5;  maximum  fee,  $100.  The  first 
annual  return  for  taxes  must  be  made  to  the  State  Treasurer,  and 
the   Commissioner   of  Taxes,   within  ten   days   after  organization. 

Foreign  Corporations. 

Before  commencing  trading  in  the  state,  foreign  corporations 
must  file  the  following  statements  with  the  Secretary  of  State  (who 
acts  as  the  Commissioner  of  Foreign  Corporations),  and  in  the 
office  of  the  Commissioner  of  State  Taxes;  (1)  Certified  copy  of 
charter  or  certificate  of  incorporation,  with  any  amendments;  (2) 
affidavit  by  president  and  treasurer,  under  the  seal  of  the  corpora- 
tion, stating  the  following  particulars:  nature  of  business  carried  on, 
address  of  principal  place  of  business  within  the  state,  name  and 
address  of  resident  agent  for  taxation  notices  and  for  service  of 
legal  documents.  The  forms  for  these  statements  are  supplied  by 
the  Secretary  of  State.  After  the  documents  have  been  filed,  and 
the  fees  paid,  the  Commissioner  will  issue  to  the  corporation  a 
certificate  of  authority  to  trade  in  the  state. 

The  first  annual  tax  return  must  be  made  to  the  State  Treasurer, 
and  to  the  Commissioner  of  Taxes,  within  ten  days  after  receiving 
the  certificate  of  permission  to  trade.  The  succeeding  tax  returns 
must  be  made  on  or  before  February  1st  of  each  year.  If  not  made 
by  April  1st  the  trading  license  will  be  cancelled. 

I 
Fees — Foreign  Corporations. 

For  certificate  of  authority  to  trade,  $10.  Filing  and  recording 
copies  of  charter,  $2,  plus  25c  per  folio  of  100  words.  Extension 
of  certificate  of  authority,  $5. 

VIRGINIA. 

Partnerships. 

Ordinary  partnerships  are  governed  by  the  usual  partnership 
laws. 
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Limited  Partnerships. 

The  word  "limited"  must  be  added  to  the  trading  name  of  the 
firm;  the  word  "company"  as  part  of  the  name  must  not  be  used, 
nor  the  names  of  special  partners. 

Limited  partnerships  must  file,  with  the  local  clerk  of  the  town 
or  city  where  the  principal  place  of  business  is  situated,  a  sworn 
statement  in  the  form  of  a  summary  of  the  partnership  organization. 
A  certified  copy  of  this  statement  must  be  advertised  in  the  local 
newspaper  once  weekly  for  four  successive  weeks. 

Business  Corporations. 

Any  three  persons  or  more  may  form  a  corporation.  The 
articles  of  incorporation  must  be  filed  with  the  State  Corporation 
Commission,  which  submits  them  for  approval  to  the  judge  of  the 
circuit  court  of  the  county  and  then  issues  the  charter.  The  trade 
name  must  include  words  to  show  it  is  a  corporation. 

The  amount  of  cash  with  which  the  corporation  intends  to  com- 
mence business  is  to  be  stated  in  the  articles,  but  there  is  no  fixed 
minimum. 

Power  may  be  taken  by  the  articles  to  issue  different  classes  of 
capital  stock. 

Fully  paid  stock  may  be  issued  for  property  purchased,  the 
valuation  being  left  to  the  judgment  of  the  directors,  but  a  sworn 
statement  of  the  transaction  must  be  filed  with  the  State  Corpora- 
tion  Commission. 

Business  corporations  must  have  at  least  three  directors,  who 
need  not  be  residents  of  the  state  or  stockholders. 

Liability  of  Stockholders. 

Each  stockholder  is  liable  only  for  any  amounts  unpaid  on 
the  shares  he  holds. 

Attachment. 

Property  in  the  state  belonging  to  a  foreign  corporation  is 
liable  to  attachment  as  security  for  any  actions  brought  against  it  in 
the  state  courts. 

Fees — Domestic  Corporations. 

Payable  on  incorporation,  $10  for  total  capital  stock  of  $50,000 
or  under;  between  $50,000  and  under  3  million  dollars,  at  the  rate 
of  20c  per  thousand  or  portion;  for  3  million  dollars  or  more,  $600. 

Payable  to  State  Corporation  Commission  for  issuing  and  certi- 
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fying  the  charter,  $5.  Payable  to  the  Secretary  of  the  Common- 
wealth, for  recording  the  charter,  $3,  and  50c  for  each  additional 
typewritten  page  beyond  two  pages. 

Foreign  Corporations. 

Before  commencing  business  in  the  state,  a  foreign  corporation 
must  send  to  the  State  Corporation  Commission  the  following 
statements: — (1)  two  copies  of  its  charter,  certified  by  the  Secre- 
tary of  State  where  incorporated;  (2)  power  of  attorney  appoint- 
ing the  Secretary  of  the  Commonwealth  to  be  the  agent  of  the 
corporation  in  the  state  for  service  of  process;  (3)  receipt  of  the 
State  Auditor  of  Public  Accounts  for  the  payment  of  the  required 
fees. 

The  Secretary  of  the  Commonwealth  then  issues  a  certificate  of 
authority  to  transact  business  in  the  state.  Every  foreign  cor- 
poration doing  business  in  the  state  must  keep  an  office  there  for 
payment  of  claims  of  creditors  in  the  state,  unless  securities  are 
deposited  with  the  Treasurer  of  the  Commonwealth  for  protection 
of  the  interests  of  state  creditor* 

Fees — Foreign  Corporations. 

Entrance  fee,  for  authority  to  do  business,  is  assessed  on  the 
total  authorized  capital  stock.  Where  the  maximum  capital  stock 
is  not  over  $50,000,  fee  is  $30;  over  $50,000  but  not  over  $1,000,000, 
60c  per  $1,000  or  fraction;  over  $1,000,000  but  not  over  $10,000,000, 
fee  is  $1,000;  over  $10,000,000  but  not  over  $20,000,000,  fee  $1,250, 
etc.     Foreign  corporations  without  capital  stock  pay  $50  only. 

Annual  registration  fee:  assessed  on  January  1st,  payable  March 
1st  (this  fee  is  not  payable  by  foreign  corporations  until  after  the 
next  assessment  in  January  of  the  following  year).  For  total 
authorized  capital  stock  of  $15,000  or  less,  fee  is  $5;  between  $15,000 
and  $50,000,  $10;  between  $50,000  and  $100,000,  $15;  over  $100,000 
and  up  to  $300,000,  $20;  over  $300,000,  $25. 

Fee  of  State  Corporation  Commission  for  registration  is  $5. 
Fee  to  the  Secretary  of  the  Commonwealth,  $1,  plus  20c  per  100 
words,  for  recording  the  charter  and  amendments. 

State  income  tax:  1%  up  to  $3,000;  2%  for  amounts  over  $3,000, 
on  net  profits  earned  in  the  state. 

WASHINGTON,  (STATE  OF). 

Partnerships. 

All  partnerships  must  be  registered  by  filing  with  the  local 
county  auditor  a  statement  showing  the  organization  of  the  part- 
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nership,  the  kind  of  business,  the  separate  contributions  of  capital, 
the  date  of  commencement  and  the  period  of  existence. 

A  summary  of  the  statement  must  be  advertised  in  a  local 
newspaper  once  weekly  for  four  weeks. 

Limited  Partnerships. 

The  filed  statement,  named  above,  must  distinguish  between  the 
general  and  special  partners.  A  summary  of  the  statement  must 
be  published,  as  already  stated. 

Registration  of  Firms. 

All  businesses  carried  on  under  trading  names  which  do  not 
show  the  names  of  the  actual  owners  must  register,  with  the  local 
county  clerk,  the  names  and  addresses  of  all  the  owners. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  two. 

The  articles  of  incorporation  are  executed  as  deeds;  one  copy 
is  filed  with  the  Secretary  of  State  and  another  with  the  local 
county  auditor.     Existence  of  corporation  limited  to  50  years. 

There  must  be  at  least  two  directors,  one  must  be  a  resident 
and  a  citizen  of  the  state. 

A  corporation  must  not  commence  business  until  the  whole 
of  its  capital  stock  has  been  subscribed. 

Meeting  of  stockholders  must  be  held  at  the  principal  office 
of  the  corporation  within  the  state.  Meetings  of  directors  may  be 
held  outside  the  state.  The  minute  book  of  stockholders'  and 
directors'  meetings  must  be  kept  at  the  principal  office  within  the 
state  and  must  be  certified  as  correct  by  the  secretary  of  the 
corporation. 

Corporations  may  own  and  vote  stock  of  other  corporations. 

A  list  of  officers,  showing  their  names  and  addresses  and  periods 
of  appointment  or  election,  must  be  filed  periodically  with  the 
Secretary  of  State;  this  list  to  be  sworn  to  by  the  president  and 
secretary. 

The  stockholders'  ledger  must  be  open  for  inspection  of  stock- 
holders and  creditors  during  business  hours,  and  they  may  take 
copies. 

Attachment. 

When  action  is  brought  in  the  state  courts  against  a  foreign 
corporation,  its  property  in  the  state  is  liable  to  be  attached  as 
security. 


STATE    LAWS— WASHINGTON— W.   VA.      227 

Fees — Domestic  Corporations. 

On  incorporation,  filing  fee  $25.  On  the  total  authorized  capital 
stock,  no  fee  payable.  Filing  alterations  of  articles  of  incorpora- 
tion (or  alteration  of  other  documents),  $10.  Filing  notice  of 
appointment  of  a  resident  agent  of  foreign  corporations  carrying  on 
business  in  the  state,  $5.  Certifying  any  document,  $5.  Record- 
ing, 15c  a  folio,  the  first  20  folios  free.  Annual  franchise  fee,  $15. 

Foreign  Corporations. 

Before  commencing  to  do  business  in  the  state,  foreign  corpora- 
tions must  file,  with  the  Secretary  of  State,  a  copy  of  the  charter 
or  articles  of  incorporation,  with  all  amendments,  certified  by  the 
Secretary  of  State  where  incorporated.  The  power  of  attorney, 
appointing  a  resident  agent  for  service  of  process,  and  a  sworn 
statement  of  the  appointment,  must  also  be  filed. 

Fees — Foreign  Corporations. 

Filing  articles  of  incorporation,  $25.  Filing  any  amendments, 
$10.  Filing  increase  or  decrease  of  capital  stock,  $10.  Filing  ap- 
pointment of  resident  agent,  $5.  Reinstatement  penalty.  $20. 
Annual  license  fee,  $15.  There  is  no  fee  payable  on  the  authorized 
capital  stock. 

WEST  VIRGINIA. 

Partnerships. 

There  are  no  legal  regulations  regarding  partnerships,  and  the 
ordinary  common  law  applies. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  five.  The  articles  of 
incorporation  must  be  sworn  to  by  at  least  two  of  the  incorporators 
and  filed  with  the  Secretary  of  State. 

Capital  stock  may  be  issued  for  cash  at  a  discount,  if  so  author- 
ized by  a  vote  of  holders  of  three-fourths  of  the  subscribed  stock 
and  provided  notice  of  the  intention  to  issue  below  par  is  adver- 
tised in  a  local  newspaper. 

Shares  of  different  classes,  including  preferred  stock  and  stock 
of  no  par  value,  may  be  issued. 

Fully  paid  stock  may  be  issued  in  payment  for  property,  the 
valuation  being  made  according  to  the  judgment  of  the  directors. 

Stock  may  be  payable  by  instalments,  provided  10%  is  paid  at 
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the  time  of  subscribing.  Failure  to  pay  instalments  entitles  the 
corporation  to  forfeit  the  shares  and  sell  them  by  public  auction, 
after  notice  of  four  weeks  has  been  given. 

The  board  of  directors  must  not  number  less  than  five. 

The  annual  meeting  of  stockholders,  to  consider  the  report  of  the 
directors,  must  be  held  within  the  state,  if  its  principal  place  of 
business  is  there.  If  the  head  ofifice  is  outside  the  state,  and  it  is 
intended  to  hold  the  stockholders'  meeting  there,  notice  of  such 
meeting  must  be  advertised  in  a  local  newspaper. 

During  the  month  previous  to  the  stockholders'  annual  meeting, 
the  list  of  the  names,  addresses,  and  voting  power  of  each  stock- 
holder must  be  exhibited  in  the  principal  local  office  of  the  cor- 
poration. 

Proxies  and  cumulative  voting  are  permitted. 

Within  90  days  after  each  annual  meeting  of  stockholders,  a 
copy  of  the  report  must  be  filed  with  the  Secretary  of  State. 

A  dissolution  of  the  corporation  may  be  applied  for  by  at  least 
20%  in  value  of  the  stockholders  presenting  a  bill  in  Chancery  to 
the  local  County  Circuit  Court. 

Attachment. 

Property  in  the  state  belonging  to  a  foreign  corporation  is 
liable  to  attachment  as  security  for  any  actions  brought  against 
it  in  the  state  courts. 

Liability  of  Stockholders. 

This  is  limited  to  any  amounts  unpaid  on  the  shares  held  by 
the  stockholders. 

Fees — Domestic  Corporations. 

Certificate  by  Secretary  of  State,  $5.  Payable  for  charter  on 
incorporation,  $10,  certified  copy  $10.  Appointment  of  resident 
agent,  $3.  Filing  changes  of  name,  capital,  or  address  of  head 
office,  $5.     Filing  annual  reports,  $1. 

Annual  license  tax,  for  fiscal  year  beginning  July  1.  On  the 
authorized  total  capital  stock,  apportionable  by  months  after 
Sept.  30: 

Not  exceeding  $5,000 $20 

Not  exceeding  10,000 30 

Not  exceeding  25,000 40 

Not  exceeding  50,000 50 

Not  exceeding  75,000 80 
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Not    exceeding   $100,000 $100 

Etc.  up  to 
Not  exceeding  1.000,000 180 

Over  this  total  $340  fixed,  plus  ISc  for  each  $1,000  in  excess 
of  $1,000,000. 

Excise  tax  is  payable  at  the  rate  of  ?4  of  1%,  on  the  net  profits 
of  each  year. 

Foreign  Corporations. 

Before  commencing  to  carry  on  business  in  the  state,  foreign 
corporations  must  comply  with  the  following  requirements: — 
(1)  file,  with  the  Secretary  of  State,  a  copy  of  charter  or  articles 
of  incorporation,  certified  either  by  the  Secretary  of  State  where 
issued  or  by  the  president  and  secretary,  under  the  seal  of  the 
corporation;  (2)  file  and  record  the  certified  charter  with  the  Clerk 
of  the  County  where  the  business  is  carried  on  in  West  Virginia; 
(3)  file  preliminary  tax  report,  for  assessment  of  initial  license  tax. 

After  receiving  this  statement,  the  Secretary  of  State  will  issue 
a  certificate  of  authority  to  transact  business;  this  certificate  must 
be  filed  and  recorded  with  the  local  county  clerk. 

Fees — Foreign  Corporations. 

Filing  charter,  $10.  Filing  report  of  officers,  $1.  Annual  license 
tax,  for  fiscal  year  beginning  July  1st,  assessed  on  the  total  author- 
ized capital  stock:  not  exceeding  $5,000,  fee  $20;  $10,000,  $30; 
$25,000,  $40;  $50,000,  $50;  $75,000,  $80;  $100,000.  $100,  &c.,  up  to 
$1,000,000.  fee  $180;  on  all  additional  amounts  $340  fixed  fee,  plus 
15c  for  each  $1,000  over  $1,000,000. 

Annual  excise  tax  is  payable  at  the  rate  of  ^  of  1%  on  the  net 
profits  for  the  year. 

Annual  reports  must  be  made  to  the  Secretary  of  State,  on 
forms   supplied. 

WISCONSIN. 

Partnerships  and  Limited  Partnerships. 

These  are  governed  by  the  Uniform  Partnership  Laws,  shown 
at  the  end  of  this  section. 

Business  Corporations, 

The  minimum  number  of  persons  required  for  an  incorporation 
is  three. 
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The  articles  of  incorporation  must  be  filed  with  the  Secretary 
of  State. 

At  least  half  of  the  total  authorized  capital  must  be  subscribed; 
the  first  meeting  of  stockholders  must  not  be  held  until  this  amount 
has  been  subscribed. 

A  corporation  may  not  commence  business  until  after  20%  of 
the  subscribed  capital  has  been  paid  in. 

Preferred  stock  may  be  issued  only  if  so  provided  by  the  orig- 
inal articles  of  incorporation  or  by  a  later  amendment  of  them 
voted  by  a  three-fourths  majority  of  stockholders. 

Stock  may  be  paid  for  in  instalments,  due  at  such  times  as  the 
directors  may  fix  by  authority  of  the  by-laws. 

The  principal  office  of  the  corporation  must  be  in  the  state; 
stock  ledgers  must  be  kept  there  and  be  open  for  inspection  by 
stockholders  and  creditors,  who  may  demand  copies  or  extracts. 

Unless  otherwise  provided  by  the  articles,  directors  must  be 
elected  annually  at  the  meetings  of  stockholders. 

A  corporation  must  be  dissolved  if  it  suspends  payment  for  a 
year. 

Stocks  of  other  companies  may  only  be  held  when  so  authorized 
by  a  vote  of  three-fourths  of  the  stockholders  of  both  corporations. 

All  stockholders  are  liable,  in  proportion  to  their  holdings,  for 
the  wages  of  workmen  and  laborers  employed  by  the  corporation 
and  for  any  amounts  unpaid  on  their  shares. 

Sworn  statements  of  the  names  and  addresses  of  directors  and 
officers,  and  the  shares  issued  for  cash  and  property,  must  be  filed 
each  year  with  the  Secretary  of  State  who  has  a  summary  adver- 
tised once  weekly  for  three  consecutive  weeks. 

When  any  action  is  commenced  in  the  state  courts  against  a 
foreign  corporation,  its  property  in  the  State  is  liable  to  attach- 
ment. 

Fees — Domestic  Corporations. 

Payable  on  filing  the  articles  of  incorporation:  $25  for  $25,000 
or  less  of  authorized'capital  stock;  $1  per  $1,000  for  any  additional 
amount  over  $25,000.  Filing  amendments  of  articles,  $10.  There 
is  no  annual  franchise  tax.  State  income  tax  is  payable  by  cor- 
porations: the  first  $1,000  is  exempt;  tax  on  the  second  is  2%, 
rising  >4%  for  each  additional  $1,000  up  to  $5,000;  the  sixth  $1,000 
pays  5%;  the  seventh  $1,000  and  all  above  pay  6%. 

Foreign  Corporations. 

Before  commencing  business  a  foreign  corporation  must  file 
the  following  statements  with  the  Secretary  of  State  and  obtain 
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from  him  a  trading  license:  (1)  copy  of  charter  or  articles  of 
incorporation,  certified  by  the  Secretary  of  State  where  it  was 
incorporated;  (2)  sworn  statement  of  the  financial  organization  of 
the  corporation,  and  an  estimate  of  the  proportion  of  capital  which 
is  to  be  used  in  the  State  of  Wisconsin;  (3)  sworn  statement,  by 
the  president  or  other  officer  of  the  corporation,  appointing  the 
Secretary  of  State  to  be  the  local  attorney  of  the  corporation  for 
service  of  process. 

All  corporations  must  file  annual  reports,  before  March  1st  of 
each  year,  on  forms  supplied  by  the  Secretary  of  State.  Summaries 
of  such  reports  are  published  by  the  Secretary  of  State. 

Fees — Foreign  Corporations. 

Fee  for  issuing  trading  license,  payable  on  filing  the  articles  of 
incorporation,  $25  if  the  capital  employed  in  the  state  is  to  be 
$25,000  or  less;  $1  per  $1,000  for  any  excess  amounts. 

No  annual  franchise  tax  is  payable  by  foreign  corporations. 

State  income  tax  is  payable  on  the  net  profits  earned  within  the 
state;  the  first  $1,000  is  exempt;  second  $1,000  pays  2%;  third  $1,000 
2J^%;  fourth  $1,000,  3%;  fifth  $1,000,  3}^%;  sixth  $1,000,  5%; 
seventh  $1,000,  6%;  all  excess  6%. 

No  tax  is  payable  by  any  corporation  on  the  issues  or  sales  of 
its  own  bonds  and  stock. 

WYOMING. 

Partnerships  and  Limited  Partnerships. 

All  partnerships  are  governed  by  the  Uniform  Partnership  Act, 
of  which  the  regulations  are  stated  in  detail  at  the  end  of  this 
section. 

Business  Corporations. 

The  minimum  number  of  incorporators  is  three  persons.  The 
existence  of  the  corporation  is  limited  to  fifty  years.  A  sworn 
certificate  of  incorporation  must  be  filed  with  the  Secretary  of 
State  and  with  the  local  county  clerk.  The  term  of  existence  is 
limited  to  fifty  years. 

At  least  10%  of  the  total  authorized  capital  must  be  subscribed 
within  twelve  months;  the  balance  may  be  made  payable  in  instal- 
ments, on  calls  (assessments)  to  be  made  by  the  directors,  six 
weeks'  notice  to  be  given  for  each  instalment. 
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The  objects  of  the  corporation  must  be  restricted  to  one  general 
line  of  business. 

Fully  paid  stock  may  be  issued  for  property,  but  in  all  reports 
such  stock  must  be  stated  separately  from  stock  issued  for  cash. 

A  notice  must  be  advertised  3  times  in  a  local  newspaper,  within 
30  days  after  incorporation,  announcing,  the  incorporation  and 
stating  the  names  of  the  directors  for  the  first  year,  the  address  of 
the  head  office  of  the  corporation  in  the  state,  and  the  name  of  the 
resident  agent  in  charge.  The  fixed  rate  for  such  advertisement 
is  $5. 

Within  a  further  30  days  a  certificate  of  publication  of  the 
advertisement  must  be  filed  with  the  Secretary  of  State,  filing  fee 
$1.  A  certified  notice  of  the  address  of  the  head  office  of  the  cor- 
poration in  the  city,  and  of  the  officer  at  that  address  authorized 
to  receive  legal  notices  on  behalf  of  the  corporation,  must  be 
filed  with  the  Secretary  of  State  within  90  days  after  incorporation, 
and  annually  thereafter;  filing  fee  $2.50  per  annum. 

If  the  corporation  is  intended  to  do  business  outside  the  state, 
the  articles  must  give  authority  for  this. 

There  must  be  at  least  3  directors,  elected  by  the  stockholders. 
All  meetings  of  stockholders  must  be  held  within  the  state,  direc- 
tors meetings  may  be  held  outside  the  state  if  articles  or  by-laws 
so  provide. 

Preferred  stock  may  be  issued,  but  it  must  first  be  offered  for 
subscription  to  the  holders  of  common  stock. 

There  are  no  limitations  as  regards  maximum  and  minimum 
par  values  of  shares. 

Corporations  may  not  purchase  their  own  capital  stock,  nor 
hold  stocks  of  other  corporations,  but  may  form  subsidiary  cor- 
porations and  hold  their  stocks. 

If  and  when  the  whole  of  the  capital  stock  has  been  subscribed 
and  paid,  a  sworn  statement  to  this  effect,  made  by  the  president 
and  a  majority  of  the  directors,  must  be  filed  with  the  local 
Registrar  of  Deeds. 

There  are  no  limitations  as  to  maximum  and  minimum  author- 
ized capital. 

Directors  knowingly  permitting  the  debts  of  the  corporation  to 
exceed  the  amount  of  the  subscribed  total  capital  stock  become 
liable  for  such  excess  indebtedness. 

A  balance  sheet  and  a  trading  account  must  be  supplied  by  the 
treasurer  at  any  time  they  are  demanded  by  the  holders  of  15% 
of  the  total  capital  stock. 
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Liability  of  Stockholders. 

This  is  limited  to  any  amounts  unpaid  on  the  shares  they  hold. 

i 
Attachment. 

Property  in  the  State  belonging  to  a  foreign  corporation  is 
liable  to  attachment  in  any  action  brought  against  it  in  the  State 
Courts. 

"Blue  sky"  laws  are  in  force;  they  require  quarterly  reports  from 
foreign  or  other  corporations  selling  stocks  or  bonds  within  the 
state. 

Fees — Domestic  Corporations. 

Filing  articles  of  incorporation:  Where  capital  stock  is  not  more 
than  $10,000,  fee  is  $10;  between  $10,000  and  $25,000,  fee  $15;  be- 
tween $25,000  and  $50,000,  $20;  between  $50,000  and  $100,000,  $25; 
over  $100,000,  $25  for  the  first  $100,000.  and  20c  for  each  additional 
$1,000.  Any  increases  of  the  capital  stock  are  chargeable  at  the 
same  rate  as  for  the  original  incorporation. 

Filing  any  amendments  other  than  for  the  increase  of  capital 
stock,  $5.  Filing  proof  of  publication  of  the  incorporation,  $1. 
Filing  appointment  of  agent,  $2.50.  County  Clerk's  fee  for  record- 
ing articles  of  incorporation,  65c  for  the  first  100  words,  and  10c 
for  each  additional   100  words. 

No  charter  is  issued,  but  a  copy  of  the  articles  of  incorporation, 
certified  by  the  Secretary  of  State,  is  accepted  in  the  state  courts 
as  legal  evidence  of  the  incorporation.  Such  certified  copies  are 
issued  by  the  Secretary  of  State  at  the  cost  of  $1  for  the  certificate, 
plus  15c  per  folio  of  100  words.  A  certificate  of  the  filing  of  the 
documents,  for  incorporation,  is  issued  for  a  fee  of  $1. 

Domestic  corporations  are  not  required  to  make  any  annual  or 
other  reports  to  the  Secretary  of  State.  No  annual  or  other 
franchise  taxes  are  payable  by  domestic  or  foreign  corporations. 
There  is  no  slate  income  tax  or  capital  stock  tax.  Real  and  per- 
sonal property  is  taxable  only  in  the  district  where  situated.  There 
is  no  state  tax  on  the  issues  of  stock  or  bonds  by  corporations, 
nor  on  corporation  property,  or  on  bond  interest  or  dividends  paid 
by  a  corporation. 

Foreign  Corporations. 

Before  commencing  business,  a  foreign  corporation  must  file 
the  following  statements  with  the  Secretary  of  State: — 
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(1)  A  certified  copy  of  its  charter  or  articles  of  incorporation. 

(2)  A  certified  copy  of  the  general  corporation  law  under 
which  the  corporation  was  organized. 

(3)  An  acceptance  of  the  Constitution  of  Wyoming. 

(4)  A  certificate  of  the  appointment  of  an  agent  on  whom 
process  may  be  served,  stating  the  name  of  the  agent  and  the 
address  of  the  principal  office  of  the  corporation  within  the  state 
where  he  is  in  charge.  A  certified  copy  of  the  charter,  and  of  the 
general  corporation  laws  under  which  incorporated,  must  be  also 
filed  with  the  county  clerk  of  the  district  where  the  principal  office 
of  the  corporation  within  the  state  is  situated. 

Fees — Foreign  Corporations. 

For  filing  certified  copy  of  charter  or  articles,  the  fee  is  based 
on  the  authorized  capital  stock,  as  follows:  $10,000  or  less,  $10; 
over  $10,000  but  not  over  $25,000,  $15;  over  $25,000,  not  over 
$50,000,  $20;  over  $50,000,  not  over  $100,000,  $25;  over  $100,000,  fee 
is  $25  for  the  first  $100,000  and  20c  for  each  additional  $1,000. 

(1)  Filing  certified  copy  of  general  corporation  laws  of  state 
where  incorporated,  $1. 

(2)  Filing  acceptance  of  Constitution  of  Wyoming,  $2.50. 

(3)  Filing  appointment  of  agent,  $2.50. 

(4)  Filing  amendments  not  increasing  capital  stock,  $5. 

(5)  Filing  amendments  increasing  the  capital  stock,  at  same 
rate  as  for  the  original  incorporation. 

All  the  above  fees  are  payable  to  the  Secretary  of  State. 

The  fees  payable  to  the  county  clerk  are  as  follows:  filing  char- 
ter or  articles,  $1;  filing  copy  of  corporation  law,  $1. 

There  are  no  annual  franchise  taxes.  No  annual  or  other 
reports  are  required  from  foreign  corporations. 


Uniform  Partnership  Law 

This  has  been  adopted  in  Illinois,  Maryland,  Michigan,  Pennsyl- 
vania, Tennessee,  Wisconsin,  Wyoming. 

PART  I. 

1 
PRELIMINARY  PROVISIONS. 

Section  1.  Name  of  Act.  This  act  may  be  cited  as  Uniform 
Partnership  Act. 

Section  2.  Definition  of  Terms..  In  this  act  "Court"  includes 
every  court  and  judge  having  jurisdiction  in  the  case. 

"Business"  includes  every  trade,  occupation,  or  profession. 

"Person"  includes  individuals,  partnerships,  corporation,  and 
other  associations. 

"Bankrupt"  includes  bankrupt  under  the  Federal  Bankruptcy 
Act  or  insolvent  under  any  state  insolvent  act, 

"Conveyance"  includes  every  assignment,  lease,  mortgage  or 
encumbrance. 

"Real  property"  includes  land  and  any  interest  or  estate  in  land. 

Section  3.  Interpretation  of  Knowledge  and  Notice.  (1)  A 
person  has  "knowledge"  of  a  fact  within  the  meaning  of  this  act 
not  only  when  he  has  actual  knowledge  thereof,  but  also  when  he 
has  knowledge  of  such  other  facts  as  in  the  circumstances  shows 
bad  faith. 

(2)  A  person  has  "notice"  of  a  fact  within  the  meaning  of  this 
act  when  the  person  who  claims  the  benefit  of  the  notice: 

(a)  States  the   fact  to  such  person,  or 

(b)  Delivers  through  the  mail,  or  by  other  means  of  com- 
munication, a  written  statement  of  the  fact  to  such  person  or 
to  a  proper  person  at  his  place  of  business  or  residence. 

Section  4.  Rules  of  Construction.  (1)  The  rule  that  statutes 
in  derogation  of  the  common  law  are  to  be  strictly  construed  shall 
have  no  application  to  this  act. 

(2)  The  law  of  estoppel  shall  apply  under  this  act. 

(3)  The  law  of  agency  shall  apply  under  this  act. 

(4)  This  act  shall  be  so  interpreted  and  construed  as  to  effect 
its  general  purpose  to  make  uniform  the  law  of  those  states  which 
enact  it. 

(5)  This  act  shall  not  be  construed  so  as  to  impair  the  obliga- 
tions of  any  contract  existing  when  the  act  goes  into  effect,  nor  to 
affect  any  action  or  proceedings  begun  or  right  accrued  before  this 
act  takes  effect. 

Section  5.  Rules  for  Cases  not  Provided  for  in  this  Act  In 
any  case  not  provided  for  in  this  act  the  rules  of  law  and  equity, 
including  the  law  merchant,  shall  govern. 
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PART  II. 
NATURE  OF  PARTNERSHIP. 

Section  6.  Partnership  Defined.  (1)  A  partnership  is  an  asso- 
ciation or  two  or  more  persons  to  carry  on  as  co-owners  a  business 
for  profit. 

(2)  But  any  association  formed  under  any  other  statute  of 
this  state,  or  any  statute  adopted  by  authority,  other  than  the 
authority  of  this  state,  is  not  a  partnership  under  this  act,  unless 
such  association  would  have  been  a  partnership  in  this  state  prior 
to  the  adoption  of  this  act;  but  this  act  shall  apply  to  limited  part- 
nerships except  in  so  far  as  the  statutes  relating  to  such  partner- 
ships are  inconsistent  herewith. 

Section  7.  Rules  for  Determining  the  Existence  of  a  Partner- 
ship. In  determining  whether  a  partnership  exists,  these  rules 
shall  apply. 

(1)  Except  as  provided  by  section  16  persons  who  are  not  part- 
ners as  to  each  other  are  not  partners  as  to  third  person. 

(2)  Joint  tenancy,  common  property,  or  part  ownership  does 
not  of  itself  establish  a  partnership,  whether  such  co-owners  do 
or  do  not  share  any  profits  made  by  the  use  of  the  property. 

(3)  The  sharing  of  gross  returns  does  not  of  itself  establish 
a  partnership,  whether  or  not  the  persons  sharing  them  have  a 
joint  or  common  right  or  interest  in  any  property  from  which  the 
returns  are  derived. 

(4)  The  receipt  by  a  person  of  a  share  of  the  profits  of  a 
business  is  prima  facie  evidence  that  he  is  a  partner  in  the  business, 
but  no  such  inference  shall  be  drawn  if  such  profits  were  received 
in  payment: 

(a)  As  a  debt  by  installments  or  otherwise. 

(b)  As  wages  of  an  employee  or  rent  to  a  landlord. 

(c)  As  an  annuity  to  a  widow  or  representative  of  a  de- 
ceased partner. 

(d)  As  interest  on  a  loan,  though  the  amount  of  payment 
vary  with  the  profits  of  the  business. 

(e)  As  the  consideration  for  the  sale  of  the  good-will  of  a 
business  or  other  property  by  installments  or  otherwise. 

Section  8.  Partnership  Property.  (1)  All  property  originally 
brought  into  the  partnership  stock  or  subsequently  acquired  by  pur- 
chase or  otherwise,  on  account  of  the  partnership  is  partnership 
property. 

(2)  Unless  the  contrary  intention  appears,  property  acquired 
with  partnership  funds  is  partnership  property. 

(3)  Any  estate  in  real  property  may  be  acquired  in  the  part- 
nership name.  Title  so  acquired  can  be  conveyed  only  in  the 
partnership  name. 

<.4)  A  conveyance  to  a  partnership  in  the  partnership  name, 
though  without  words  of  inheritance,  passes  the  entire  estate  of 
the  grantor  unless  a  contrary  intent  appears. 
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PART  III. 

RELATIONS   OF   PARTNERS  TO   PERSONS   DEALING 
WITH  THE  PARTNERSHIP. 

Section  9.  Paitner  Agent  of  Partnership  as  to  Pjirtnership  Busi- 
ness. (1)  Every  partner  is  an  agent  of  the  partnership  for  the 
puipose  of  its  business,  and  the  act  of  every  partner,  including  the 
execution  in  the  partnership  name  of  any  instrument,  for  ap- 
parently carrying  on  in  the  ut-ual  way  the  business  of  the  partner- 
ship of  which  he  is  a  member  binds  the  partnership,  unless  the 
partner  so  acting  has  in  fact  no  authority  to  act  for  the  partnership 
in  the  particular  matter,  and  the  person  with  whom  he  is  dealing 
has  knowledge  of  the  fact  that  he  has  no  such  authority. 

(2)  An  act  of  a  partner  which  is  not  apparently  for  the  carry- 
ing on  of  the  business  of  the  partnership  in  the  usual  way  does 
not  bind  the  partnership  unless  authorized  by   the  other  partners. 

(3)  Unless  authorized  by  the  other  partners  or  unless  they 
have  abandoned  the  business,  one  or  more  but  less  than  all  the 
partners  have  no  authority  to: 

(a)  Assign  the  partnership  property  in  trust  for  creditors 
or  on  the  assignee's  promise  to  pay  the  debts  of  the  partner- 
ship. 

(b)  Dispose  of  the  good-will  of  the  business. 

(c)  Do  any  other  act  which  would  make  it  impossible  to 
carry  on  the  ordinary  business  of  a  partnership. 

(d)  Confess  a  judgment. 

(e)  Submit  a  partnership  claim  or  liability  to  arbitration  or 
reference. 

(4)  No  act  of  a  partner  in  contravention  of  a  restriction  on 
authority  shall  bind  the  partnership  to  persons  having  knowledge 
of  the  restriction. 

Section  10.  Conveyance  of  Real  Property  of  the  Partnership. 
(1)  Where  the  title  to  real  property  is  in  the  partnership  name, 
any  partner  may  convey  title  to  such  property  by  a  conveyance 
executed  in  the  partnership  name;  but  the  partnership  may  recover 
such  property  unless  the  partner's  act  binds  the  partnership  under 
the  provisions  of  paragraph  (1)  of  section  9,  or  unless  such  prop- 
erty has  been  conveyed  by  the  grantee  or  a  person  claiming  through 
such  grantee  to  a  holder  for  value  without  knowledge  that  the 
partner,  in  making  the  conveyance,  has  exceeded  his  authority. 

(2)  Where  title  to  real  property  is  in  the  name  of  the  partner- 
ship, a  conveyance  executed  by  a  partner,  in  his  own  name,  passes 
the  equitable  interest  of  the  partnership,  provided  the  act  is  one 
within  the  authority  of  the  partner  under  the  provisions  of  para- 
graph   (1)   of  section  9. 

(3)  Where  title  to  real  property  is  in  the  name  of  one  or  more 
but  not  all  the  partners,  and  the  record  does  not  disclose  the  right 
of  the  partnership,  the  partners  in  whose  name  the  title  stands 
may  convey  title  to  such  property,  but  the  partnership  may  recover 
such  property  if  the  partners'  act  does  not  bind  the  partnership 
under  the  provisions  of  paragraph  (1)  of  section  9,  unless  the  pur- 
chaser or  his  assignee,  is  a  holder  for  value,  without  knowledge. 


238  U.   S.   A.   SECTION 

(4)  Where  the  title  to  real  property  is  in  the  name  of  one  or 
more  or  all  the  partners,  or  in  a  third  person  in  trust  for  the  part- 
nership, a  conveyance  executed  by  a  partner  in  the  partnership 
name,  or  in  his  own  name,  passes  the  equitable  interest  of  the 
partnership,  provided  the  act  is  one  within  the  authority  of  the 
partner  under  the  provisions  of  paragraph  (1)  of  section  9. 

(5)  Where  the  title  to  real  property  is  in  the  names  of  all  the 
partners  a  conveyance  executed  by  all  the  partners  passes  all  their 
rights  in  such  property. 

Section  11.    Partnership   Bound  by  Admission  of  Partnership. 

An  admission  of  representation  made  by  any  partner  concerning 
partnership  affairs  within  the  scope  of  his  authority  as  conferred 
by  this  act  is  evidence  against  the  partnership. 

Section  12.  Partnership  Charged  with  Knowledge  of  or  Notice 
to  Partner.  Notice  to  any  partner  of  any  matter  relating  to  part- 
nership affairs,  and  the  knowledge  of  the  partner  acting  in  the  par- 
ticular matter,  acquired  while  a  partner  or  then  present  to  his 
mind,  and  the  knowledge  of  any  other  partner  who  reasonably 
could  and  should  have  communicated  it  to  the  acting  partner, 
operate  as  notice  to  or  knowledge  of  the  partnership,  except  in  the 
case  of  a  fraud  on  the  partnership  committed  by  or  with  the  con- 
sent of  that  partner. 

Section    13.     Partnership    Bound    by    Partner's    Wrongful    Act. 

Where,  by  any  v/rongful  act  or  omission  of  any  partner  acting  in 
the  ordinary  course  of  the  business  of  the  partnership,  or  with 
the  authority  of  his  co-partners,  loss  or  injury  is  caused  to  any 
person,  not  being  a  partner  in  the  partnership,  or  any  penalty  is 
incurred,  the  partnership  is  liable  therefor  to  the  same  extent  as  the 
partner  so  acting  or  omitting  to  act. 

Section  14.     Partnership  Boimd  by  Partner's  Breach  of  Trust 

The  partnership  is  bound  to  make  good  the  loss: 

(a)  Where  one  partner  acting  within  the  scope  of  his 
apparent  authority  receives  money  or  property  of  a  third  per- 
son and  misapplies  it;  and 

(b)  Where  the  partnership  in  the  course  of  its  business 
receives  money  or  property  of  a  third  person  and  the  money 
or  property  so  received  is  misapplied  by  any  partner  while 
it  is  in  the  custody  of  the  partnership. 

Section  15.  Nature  of  Partner's  Liability.  All  partners  are 
liable 

(a)  Jointly  and  severally  for  everything  chargeable  to  the 
partnership  under  sections  13  and  14. 

(b)  Jointly  for  all  other  debts  and  obligations  of  the  part- 
nership; but  any  partner  may  enter  into  a  separate  obligation 
to  perform  a  partnership  contract. 

Section  16.  Partner  by  Estoppel.  (1)  When  a  person,  by 
words  spoken  or  written  or  by  conduct,  represents  himself,  or  con- 
sents to  another  representing  him  to  any  one,  as  partner  in  an 
existing  partnership  or  with  one  or  more  persons  not  actual  part- 
ners, he  is  liable  to  any  such  person  to  whom  such  representation 
has  been  made,  who  has,  on  the  faith  of  such  representation,  given 
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credit  to  the  actual  or  apparent  partnership,  and  if  he  has  made 
such  representation  or  consented  to  its  being  made  in  a  public 
manner  he  is  liable  to  such  person,  whether  the  representation  has 
or  has  not  been  made  or  communicated  to  such  person  so  giving 
credit  by  or  with  the  knowledge  of  the  apparent  partner  making 
the  representation  or  consenting  to  its  being  made. 

(a)  When  a  partnership  liability  results,  he  is  liable  as 
though  he  were  an  actual  member  of  the  partnership. 

(b)  When  no  partnership  liability  results,  he  is  liable 
jointly  with  the  other  persons,  if  any,  so  consenting  to  the 
contract  or  representation  as  to  incur  liability,  otherwise  sepa- 
rately. 

(2)  When  a  person  has  been  thus  represented  to  be  a  partner 
in  an  existing  partnership,  or  with  one  or  more  persons  not  actual 
partners,  he  is  an  agent  of  the  persons  consenting  to  such  repre- 
sentation to  bind  them  to  the  same  extent  and  in  the  same  manner 
as  though  he  were  a  partner  in  fact,  with  respect  to  persons  who 
rely  upon  the  representation.  Where  all  the  members  of  the 
existing  partnership  consent  to  the  representation,  a  partnership  act 
or  obligation  result?;  but  in  all  cases  it  is  the  joint  act  or  obliga- 
tion of  the  person  acting  and  the  persons  consenting  to  the  repre- 
sentation. 

Section  17.  Liability  of  Incoming  Partner.  A  person  admitted 
as  a  partner  into  an  existing  partnership  is  liable  for  all  the  obliga- 
tions of  the  partnership  arising  before  his  admission  as  though  he 
had  been  a  partner  when  such  obligations  were  incurred,  except 
that  this  liability  shall  be  satisfied  only  out  of  partnership  property. 

PART  IV. 
RELATIONS  OF  PARTNERS  TO  ONE  ANOTHER. 

Section  18.     Rules  Determining  Rights  and  Duties  of  Partners. 

The  rights  and  duties  of  the  partners  in  relation  to  the  partnership 
shall  be  determined,  subject  to  any  agreement  between  them,  by 
the  following  rules: 

(a)  Each  partner  shall  be  repaid  his  contributions,  whether 
by  way  of  capital  or  advances  to  the  partnership  property 
and  share  equally  in  the  profits  and  surplus  remaining  after  all 
liabilities,  including  those  to  partners,  are  satisfied;  and  must 
contribute  towards  the  losses,  whether  of  capital  or  otherwise, 
sustained  by  the  partnership  according  to  his  share  in  the 
profits. 

(b)  The  partnership  must  indemnify  every  partner  in 
respect  of  payments  made  and  personal  liabilities  reasonably 
incurred  by  him  in  the  ordinary  and  proper  conduct  of  its 
business,  or  for  the  preservation  of  its  business   or  property. 

(c)  A  partner,  who  in  aid  of  the  partnership  makes  any 
payment  or  advance  beyond  the  amount  of  capital  which  he 
agreed  to  contribute,  shall  be  paid  interest  from  the  date  of 
the  payment  or  advance. 

(d)  A   partner   shall   receive   interest   on   the   capital   con- 


240  U.    S.   A.    SECTION 

tributed  by  him  only  from  the  date  when   repayment  should 
be  made. 

(e)  All  partners  have  equal  rights  in  the  management 
and  conduct  of  the  partnership  business. 

(f)  No  partner  is  entitled  to  remuneration  for  acting  in 
the  partnership  business,  except  that  a  surviving  partner  is 
entitled  to  reasonable  compensation  for  his  services  in  wind- 
up   the   partnership   affairs. 

(g)  No  person  can  become  a  member  of  a  partnership 
without  the  consent  of  all  the  partners. 

(h)     Any    difference   arising   as    to    ordinary   matters    con- 
nected   with    the    partnership    business    may    be    decided   by    a 
majority  of  the  partners;  but  no  act  in  contravention  of  any 
agreement  between  the  partners  may  be  done  rightfully  with- 
out the  consent  of  all  the  partners. 
Section  19.     Partnership    Books.     The   partnership   books   shall 
be  kept,   subject   to  any  agreement  between   the  partners,  at  the 
principal  place  of  business  of  the  partnership,  and  every  partner 
shall  at  all  tim,es  have  access  to  and  may  inspect  and  copy  any  of 
them. 

Section  20.  Duty  of  Partners  to  Render  Information.  Partners 
shall  render  on  demand  true  and  full  information  of  all  things 
affecting  the  partnership  to  any  partner  or  the  legal  representative 
of  any  deceased  partner  or  partner  under  legal  disability. 

Section  21.  Partner  Accountable  as  a  Fiduciary.  (1)  Every 
partner  must  account  to  the  partnership  for  any  benefit,  and  hold 
as  trustee  for  it  any  profits  derived  by  him  without  the  consent  of 
the  other  partners  from  any  transaction  connected  with  the  forma- 
tion, conduct,  or  liquidation  of  the  partnership  or  from  any  use 
by  him  of  its  property. 

(2)  This  section  applies  also  to  the  representatives  of  a 
deceased  partner  engaged  in  the  liquidation  of  the  affairs  of  the 
partnership  as  the  personal  representatives  of  the  last  surviving 
partner. 

Section  22.  Right  to  an  Account,  Any  partner  shall  have  the 
right  to  a  formal  account  as  to  partnership  affairs: 

(a)  If  he  is  wrongfully  excluded  from  the  partnership 
business  or  possession  of  its  property  by  his  co-partners. 

(b)  If  the  right  exists  under  the  terms  of  any  agreement, 

(c)  As   provided  by  Section   2i. 

(d)  Whenever  other  circumstances  render  it  just  and  rea- 
sonable. 

Section  23.     Continuation  of  Partnership  Beyond  Fixed  Term. 

(1)  When  a  partnership  for  a  fixed  term  or  particular  under- 
taking is  continued  after  the  termination  of  such  term  or  particular 
undertaking  without  any  express  agreement,  the  rights  and  duties 
of  the  partners  remain  the  same  as  they  were  at  such  termination, 
so  far  as  is  consistent  with  a  partnership  at  will. 

(2)  A  continuation  of  the  business  by  the  partners  or  such 
of  them  as  habitually  acted  therein  during  the  term,  without  any 
settlement  or  liquidation  of  the  partnership  affairs,  is  prima  facie 
evidence  of  a  continuation  of  the  partnership. 
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PARTY 
PROPERTY  RIGHTS  OF  A  PARTNER 

Section  24.    Extent   of   Property   Rights   of  a   Partner.     The 

property  rights  of  a  partner  are  (1)  his  rights  in  specific  partner- 
ship property,  (2)  his  interest  in  the  partnership,  and  (3)  iiis  right 
to  participate  in  the  management. 

Section  25.  Nature  of  a  Partner's  Right  in  Specific  Partner- 
ship Property. 

(1)  A  partner  is  co-owner  with  his  partners  of  specific  part- 
nership property  holding  as  a  tenant  in  partnership. 

(2)  The  incidents  of  this  tenancy  are  such  that: 

(a)  A  partner,  subject  to  the  provisions  of  this  act  and 
to  any  agreement  between  the  partners,  has  an  equal  right 
with  his  partners  to  possess  specific  partnership  property 
for  partnership  purposes;  but  he  has  no  right  to  possess  such 
property  for  any  other  purpose  without  the  consent  of  his 
partners. 

(b)  A  partner's  right  in  specific  partnership  property  is 
not  assignable  except  in  connection  with  the  assignment  of 
the  rights  of  all  the  partners  in  the  same  property. 

(c)  A  partner's  right  in  specific  partnership  property  is 
not  subject  to  attachment  or  execution,  except  on  a  claim 
against  the  partnership.  When  partnership  property  is  at- 
tached for  a  partnership  debt  the  partners,  or  any  of  them,  or 
the  representatives  of  a  deceased  partner,  cannot  claim  any 
right  under  the  homestead  or  exemption  laws. 

(d)  On  the  death  of  a  partner  his  right  in  specific  part- 
nership property  vests  in  the  surviving  partner  or  partners, 
except  where  the  deceased  was  the  last  surviving  partner, 
when  his  right  in  such  property  vests  in  his  legal  representa- 
tive. Such  surviving  partner  or  partners,  or  the  legal  repre- 
sentative of  the  last  surviving  partner,  has  no  right  to  possess 
the  partnership  property  for  any  but  a  partnership  purpose.  _ 

(e)  A  partner's  right  in  specific  partnership  property^  is 
not  subject  to  dower,  curtesy,  or  allowances  to  widows,  heirs, 
or  next  of  kin. 

Section  26.  Nature  of  Partner's  Interest  in  the  Partnership. 
A  partner's  interest  in  the  partnership  is  his  share  of  the  profits 
and  surplus,  and  the  same  is  personal  property. 

Section  27.  Assignment  of  Partner's  Interest.  (1)  A  con- 
veyance by  a  partner  of  his  interest  in  the  partnership  does  not  of 
itself  dissolve  the  partnership,  nor,  as  against  the  other  partners 
in  the  absence  of  agreement,  entitle  the  assignee,  during  the  con- 
tinuance of  the  partnership,  to  interfere  in  the  management  or 
administration  of  the  partnership  business  or  affairs,  or  to  require 
any  information  on  account  of  partnership  transactions,  or  to  in- 
spect the  partnership  books;  but  it  merely  entitles  the  assignee  to 
receive  in  accordance  with  his  contract  the  profits  to  which  the 
assigning  partner  would  otherwise  be  entitled. 

(2)  In  case  of  a  dissolution  of  the  partnership,  the  assignee 
is  entitled  to  receive  his  assignor's   interest  and  may  require  an 
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account  from   the  date   only  of  the   last  account  agreed   to  by  all 
the  partners. 

Section  28.  Partner's  Interest  Subject  to  Charging  Order. 
(1)  On  due  application  to  a  competent  court  by  any  judgment 
creditor  of  a  partner,  the  court  which  entered  the  judgment,  order, 
or  decree,  or  any  other  court,  may  charge  the  interest  of  the  debtor 
partner  with  payment  of  the  unsatisfied  amount  of  such  judgrnent 
debt  with  interest  thereon;  and  may  then  or  later  appoint  a  receiver 
of  his  share  of  the  profits,  and  of  any  other  money  due  or  to  fall 
due  to  him.  in  respect  of  the  partnership,  and  make  all  other 
orders,  directions,  accounts  and  inquiries  which  the  debtor  partner 
might  have  made,  or  which  the  circumstances  of  the  case  may 
require. 

(2)  The  interest  charged  may  be  redeemed  at  any  time  before 
foreclosure,  or  in  case  of  a  sale  being  directed  by  the  court  may  be 
purchased  without  thereby  causing  a  dissolution: 

(a)  With  separate  property,  by  any  one  or  more  of  the 
partners,  or 

(b)  With  partnership  propert3%  by  any  one  or  more  of 
the  partners  with  the  consent  of  all  the  partners  whose  inter- 
ests are  not  so  charged  or  sold. 

(3)  Nothing  in  this  act  shall  be  held  to  deprive  a  partner 
his  right,  if  any,  under  the  exemption  laws,  as  regards  his  interest 
in  the  partnership. 

PART  VI 
DISSOLUTION  AND   WINDING  UP. 

Section  29.  Dissolution  Defined.  The  dissolution  of  a  part- 
nership is  the  change  in  the  relation  of  the  partners  caused  by 
any  partner  ceasing  to  be  associated  in  the  carrying  on  as  dis- 
tinguished  from  the  winding  up  of  the  business. 

Section  30.  Partnership  Not  Terminated  by  Dissolution.  On 
dissolution  the  partnership  is  not  terminated,  but  continues  until 
the  winding  up  of  partnership  aflfairs  is  completed. 

Section  31.     Causes  of  Dissolution.     Dissolution  is  caused: 

(1)  Without  violation   of  the  greement  between  the  partners, 

(a)  By  the  termination  of  the  definite  term  or  particu- 
lar  undertaking   specified   in   the   agreement, 

(b)  By  the  express  will  of  any  partner  when  no  definite 
term  or  particular  undertaking  is  specified, 

(c)  By  the  express  will  of  all  partners  who  have  not 
assigned  their  interests  or  suffered  them  to  be  charged  for 
their  separate  debts,  either  before  or  after  the  termination  of 
any  specified  term  or  particular  undertaking. 

(d)  By  the  expulsion  of  any  partner  from  the  business 
bona  fide  in  accordance  with  such  a  power  conferred  by  the 
agreement  between  the  partners. 

(2)  In  contravention  of  the  agreement  between  the  partners, 
where  the  circumstances  do  not  permit  a  dissolution  under  any 
other  provision  of  this  section,  by  the  express  will  of  any  partner 
at  any  time; 
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(3)  By  any  event  which  makes  it  unlawful  for  the  business 
of  the  partnership  to  be  carried  on  or  for  the  members  to  carry 
it  on  in  partnership; 

(4)  By  the  death  of  any  partner; 

(5)  By  the  bankruptcy  of  any  partner  or  the  partnership; 

(6)  By  decree  of  court  under  section  32. 

Section  32.  Dissolution  by  Decree  of  Court.  (1)  On  appli- 
cation bj-  or  for  a  partner  the  court  shall  decree  a  dissolution 
whenever: 

(a)  A  partner  has  been  declared  a  lunatic  in  any  judi- 
cial proceeding  or  is  shown  to  be  of  unsound  mind, 

(b)  A  partner  becomes  in  any  other  way  incapable  of 
performing   his   part  of  the    partnership    contract, 

(c)  A  partner  has  been  guilty  of  such  conduct  as  tends  to 
affect  prejudicially  the  carrying  on  of  the  business. 

(d)  A  partner  wilfully  or  persistently  commits  a  breach 
of  the  partnership  agreement,  or  otherwise  so  conducts  him- 
self in  matters  relating  to  the  partnership  business  that  it  is 
not  reasonably  practicable  to  carry  on  the  business  in  partner- 
ship with  him, 

(e)  The  business  of  the  partnership  can  only  be  carried 
on  at  a  loss, 

(f)  Other  circumstances  render  a  dissolution  equitable. 
(2)     On  the  application  of  the  purchaser  of  a  partner's  interest 

under  sections  28  or  29: 

(a)  After  the  termination  of  the  specified  term  or  parti- 
cular undertaking. 

(b)  At  any  time  if  the  partnership  was  a  partnership 
at  will  when  the  interest  was  assigned  or  when  the  charging 
order  was  issued. 

Section  33.  General  Effect  of  Dissolution  on  Authority  of 
Partner.  Except  so  far  as  may  be  necessary  to  wind  up  partner- 
ship affairs  or  to  complete  transactions  begun  but  not  then  finished, 
dissolution  terminates  all  authority  of  any  partner  to  act  for  the 
partnership, 

(1)  With  respect  to  the  partners, 

(a)  When  the  dissolution  is  not  by  the  act,  bankruptcy 
or  death  of  a  partner;  or 

(b)  When  the  dissolution  is  by  such  act,  bankruptcy  or 
death  of  a  partner,  in  cases  where  section  34  so  requires. 

(2)  With  respect  to  persons  not  partners,  as  declared  in 
section  35. 

Section  34.  Right  of  Partner  to  Contribution  From  Co-part- 
ners After  Dissolution.  Where  the  dissolution  is  caused  by  the 
act,  death  or  bankruptcy  of  a  partner,  each  partner  is  liable  to  his 
co-partners  for  his  share  of  any  liability  created  by  any  partner 
acting  for  the  partnership  as  if  the  partnership  had  not  been  dis- 
solved  unless 

(a)  The  dissolution  being  by  act  of  any  partner,  the  part- 
ner acting  for  the  partnership  had  knowledge  of  the  dissolution, 
or 

(b)  The  dissolution  being  by  the  death  or  bankruptcy  of  a 
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partner,  the  partner  acting  for  the  partnership  had  knowledge 
or  notice  of  the  death  or  bankruptcy. 

Section  35.  Power  of  Partner  to  Bind  Partnership  to  Third 
Persons  After  Dissolution.  (1)  After  dissolution  a  partner  can 
bind  the  partnership  except  as  provided  in  Paragraph  (3) : 

(a)  By  any  act  appropriate  for  winding  up  partnership 
affairs  or  completing  transactions  unfinished  at  dissolution; 

(b)  By  any  transaction  which  would  bind  the  partnership 
if  dissolution  had  not  taken  place,  provided  the  other  party  to 
the  transaction 

(I)  Had  extended  credit  to  the  partnership  prior  to  dis- 
solution and  had  no  knowledge  or  notice  of  the  dissolution;  or 

(II)  Though  he  had  not  so  extended  credit,  had  never- 
theless  known    of    the   partnership   prior   to    dissolution,   and, 

•         having  no  knowledge  or  notice  of  dissolution,  the  fact  of  disso- 
lution had  not  been  advertised  in  a  newspaper  of  general  cir- 
culation  in  the  place   (or  in  each   place  if  more  than  one)  at 
which   the   partnership   business   was   regularly   carried   on. 
(2)     The  liability  of  a  partner  under  Paragraph  (lb)  shall  be 
satisfied  out  of  partnership  assets  alone  when   such  partner  had 
been  prior  to  dissolution 

(a)  Unknown  as  a  partner  to  the  person  with  whom  the 
contract  is  made;  and 

(b)  So  far  unknown  and  inactive  in  partnership  affairs 
that  the  business  reputation  of  the  partnership  could  not  be 
said  to  have  been  in  any  degree  due  to  his  connection  with  it. 

(3)  The  partnership  is  in  no  case  bound  by  any  act  of  a  part- 
ner after  dissolution. 

(a)  Where  the  partnership  is  dissolved  because  it  is  un- 
lawful to  carry  on  the  business,  unless  the  act  is  appropriate 
for  winding  up  partnership  affairs;  or 

(b)  Where  the  partner  has  become  bankrupt;  or 

(c)  Where  the  partner  has  no  authority  to  wind  up  part- 
nership affairs;  except  by  a  transaction  with  one  who 

(I)  Had  extended  credit  to  the  partnership  prior  to  dis- 
solution and  had  no  knowledge  or  notice  of  his  want  of  au- 
thority; or 

(II)  Had  not  extended  credit  to  the  partnership  prior  to 
dissolution,  and,  having  no  knowledge  or  notice  of  his  want 
of  authority,  the  fact  of  his  want  of  authority  has  not  been 
advertised  in  the  manner  provided  for  advertising  the  fact  of 
dissolution  in  Paragraph  (Ibll). 

(4)  Nothing  in  this  section  shall  affect  the  liability  under 
Section  16  of  any  person  who  after  dissolution  represents  himself 
or  consents  to  another  representing  him  as  a  partner  in  a  partner- 
ship engaged  in  carrying  on  business. 

Section  36.  Effect  of  Dissolution  on  Partner's  Existing  Lia- 
bility. (1)  The  dissolution  of  the  partnership  does  not  of  itself 
discharge  the  existing  liability  of  any  partner. 

(2)  A  partner  is  discharged  from  any  existing  liability  upon 
dissolution  of  the  partnership  by  an  agreement  to  that  effect  be- 
tween himself;  the  partnership  creditor  and  the  person  or  partner- 
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ship  continuing  the  business;  and  such  agreement  may  be  inferred 
from  the  course  of  dealing  between  the  creditor  having  knowledge 
of  the  dissolution  and  the  person  or  partnership  continuing  the 
business. 

(.3)  Where  a  person  agrees  to  assume  the  existing  obligations 
of  a  dissolved  partnership,  the  partners  whose  obligations  have 
been  assumed  shall  be  discharged  from  any  liability  to  any  creditor 
of  the  partnership  who,  knowing  of  the  agreement,  consents  to  a 
material  alteration  in  the  nature  of  time  of  payment  of  such  obli- 
gations. 

(4)  The  mdividual  property  of  a  deceased  partner  shall  be 
liable  for  all  obligations  of  the  partnership  incurred  while  he  was  a 
partner  but  subject  to  the  prior  payment  of  his  separate  debts. 

Section  37.  Right  to  Wind  Up.  Unless  otherwise  agreed  the 
partners  who  have  not  wrongfully  dissolved  the  partnership  or 
the  legal  representative  of  the  last  surviving  partner,  not  bankrupt, 
has  the  right  to  wind  up  the  partnership  affairs;  provided,  how- 
ever, that  any  partner,  his  legal  representative  or  his  assignee,  upon 
cause  shown,  may  obtain  winding  up  by  the  court. 

Section  38.  Rights  of  Partners  to  Application  of  Partnership 
Property.  (1)  When  dissolution  is  caused  in  any  way,  except 
in  contravention  of  the  partnership  agreement,  each  partner,  as 
against  his  co-partners  and  all  persons  claiming  through  them 
in  respect  of  their  interests  in  the  partnership,  unless  otherwise 
agreed,  may  have  the  partnership  property  applied  to  discharge 
fts  liabilities,  and  the  surplus  applied  to  pay  in  cash  the  net  amount 
owing  to  the  respective  partners.  But  if  dissolution  is  caused  by 
expulsion  of  a  partner,  bona  fide  under  the  partnership  agreement 
and  if  the  expelled  partner  is  discharged  from  all  partnership  liabili- 
ties, either  by  payment  or  agreement  under  section  36  (2),  he  shall 
receive  in  cash  only  the  net  amount  due  him  from  the  partnership. 

(2)  When  dissolution  is  caused  in  contravention  of  the  part- 
nership agreement  the  rights  of  the  partners  shall  be  as  follows: 

(a)  E^ch  partner  who  has  not  caused  dissolution  wrong- 
fully shall  have,  , 

I.  All  the  rights  specified  in  paragraph  (1)  of  this  section, 
and 

II.  The  right,  as  against  each  partner  who  has  caused  the 
dissolution  wrongfully,  to  damages  for  breach  of  the  agreement. 

(b)  The  partners  who  have  not  caused  the  dissolution 
wrongfully,  if  they  all  desire  to  continue  the  business  in  the 
same  name,  either  by  themselves  or  jointly  with  others,  may 
do  so,  during  the  agreed  term  for  the  partnership  and  for  that 
purpose  may  possess  the  partnership  property  provided  they 
secure  the  payment  by  bond  approved  by  the  court,  or  pay 
to  any  partner  who  has  caused  the  dissolution  wrongfully,  the 
value  of  his  interest  in  the  partnership  at  the  dissolution,  less 
any  damages  recoverable  under  clause  (2aII)  of  this  section, 
and  in  like  manner  indemnify  him  against  all  present  or  future 
partnership  liabilities. 

(c)  A  partner  who  has  caused  the  dissolution  wrongfully 
shall  have: 
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I.  If  the  business  is  not  continued  under  the  provisions 
of  paragraph  (2b)  all  the  rights  of  a  partner  under  paragraph 
(I),  subject  to  clause   (2aII),  of  this  section. 

II.  If  the  business  is  continued  under  paragraph  (2b)  of 
this  section  the  rights  as  against  his  co-partners  and  all  claim- 
ing through  them  in  respect  of  their  interests  in  the  partner- 
ship, to  have  the  value  of  his  interest  in  the  partnership,  less 
any  damages  caused  to  his  co-partners  by  the  dissolution,  as- 
certained and  paid  to  him  in  cash,  or  the  payment  secured  by 
bond  approved  by  the  court,  and  to  be  released  from  all  exist- 
ing liabilities  of  the  partnership;  but  in  ascertaining  the  value 
of    the    partner's    interest    the    value    of    the    good-will    of    the 

_      business  shall  not  be  considered. 

Section  39.  Rights  Where  Partnership  for  Fraud  or  Misrepre- 
sentation. Where  a  partnership  contract  is  rescinded  on  the  ground 
of  the  fraud  or  misrepresentation  of  one  of  the  parties  thereto,  the 
party  entitled  to  rescind  is,  without  prejudice  to  any  other  right, 
entitled. 

(a)  To  a  lien  on,  or  right  of  retention  of,  the  surplus  of 
the  partnership  property  after  satisfying  the  partnership  lia- 
bilities to  third  persons  for  any  sum  of  money  paid  by  him 
for  the  purchase  of  an  interest  in  the  partnership  and  for 
any  capital  or  advances  contributed  by  him;  and 

(b)  To  stand,  after  all  liabilities  to  third  persons  have 
been  satisfied,  in  the  place  of  the  creditors  of  the  partnership 
for  any  payments  made  by  him  in  respect  of  the  partnership 
liabilities;  and 

(c)  To  be  indemnified  by  the  person  guilty  of  the  fraud 
or  making  the  representation  against  all  debts  and  liabilities 
of  the  partnership. 

Section  40.  Rules  for  Distribution.  In  settling  accounts  be- 
tween the  partners  after  dissolution,  the  following  rules  shall  be 
observed,  subject  to  any  agreement  to  the  contrary: 

(a)  The  assets  of  the  partnership  are: 
I.-    The  partnership  property, 

II.  The  contributions  of  the  partners  necessary  for  the 
payment  of  all  the  liabilities  specified  in  clause  (b)  of  this 
paragraph. 

(b)  The  liabilities  of  the  partnership  shall  rank  in  order 
of  payment,  as  follows: 

I.  Those  owing  to  creditors  other  than  partners, 

II.  Those  owing  to  partners  other  than  for  capital  and 
profits, 

III.  Those  owing  to  partners  in  respect  of  capital, 

IV.  Those  owing  to  partners  in  respect  of  profits. 

(c)  The  assets  shall  be  applied  in  the  order  of  their  decla- 
ration in  clause  (a)  of  this  paragraph  to  the  satisfaction  of  the 
liabilities. 

(d)  The  partners  shall  contribute,  as  provided  by  section 
18  (a)  the  amount  necessary  to  satisfy  the  liabilities;  but  if 
any,  but  not  all,  of  the  partners  are  insolvent,  or,  not  being 
subject  to  process,  refuse  to  contribute,  the  other  partners 
shall  contribute  their  share  of  the  liabilities,  and,  in  the  rela- 
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tive  proportions  in  which  they  share  the  profits,  the  additional 
amount  necessary  to  pay  the  liabilities. 

(e)  An  assignee  for  the  benefit  of  creditors  or  any  person 
appointed  by  the  court  shall  have  the  right  to  enforce  the 
contributions  specified  in  clause  (d)  of  this  paragraph, 

(f)  Any  partner  or  his  legal  representative  shall  have  the 
right  to  enforce  the  contributions  specified  in  clause  (d)  of 
this  paragraph,  to  the  extent  of  the  amount  which  he  has 
paid  in  excess  of  his  share  of  the  liability. 

(g)  The  individual  property  of  a  deceased  partner  shall 
be  liable  for  the  contributions  specified  in  clause  (d)  of  this 
paragraph. 

(h)  When  partnership  property  and  the  individual  prop- 
erties of  the  partners  are  in  the  possession  of  a  court  for 
distribution,  partnership  creditors  shall  have  priority  on  part- 
nership property  and  separate  creditors  on  individual  prop- 
erty, saving  the  rights  of  lien  or  secured  creditors  as  here- 
tofore. 

(i)  Where  a  partner  has  become  bankrupt  or  his  estate 
is  insolvent  the  claims  against  his  separate  property  shall  rank 
in  the  following  order: 

I.  Those  owing  to  separate  creditors, 

II.  Those  owing  to  partnership  creditors, 

III.  Those  owing  to  partners  by  way  of  contribution. 

Section  41.  Liability  of  Persons  Continuing  the  Business  in 
Certain  Cases.  (1)  When  any  new  partner  is  admitted  into  an 
existing  partnership,  or  when  any  partner  retires  and  assigns 
(or  the  representative  of  the  deceased  partner  assigns)  his  rights 
in  partnership  property  to  two  or  more  of  the  partners,  or  to 
one  or  more  of  the  partners  and  one  or  more  third  persons  if  the 
business  is  continued  without  liquidation  of  the  partnership  affairs, 
creditors  of  the  first  or  dissolved  partnership  are  also  creditors  of 
the  partnership  so  continuing  the  business. 

(2)  When  all  but  one  partner  retire  and  assign  (or  the  repre- 
sentative of  a  deceased  partner  assigns)  their  rights  in  partnership 
property  to  the  remaining  partner,  who  continues  the  business 
without  liquidation  of  partnership  affairs,  either  alone  or  with 
others,  creditors  of  the  dissolved  partnership  are  also  creditors  of 
the  person  or  partnership  so  continuing  the  business. 

(3)  When  any  partner  retires  or  dies  and  the  business  of  the 
dissolved  partnership  is  continued  as  set  forth  in  paragraphs  (1) 
and  (2)  of  this  section,  with  the  consent  of  the  retired  partners  or 
the  representative  of  the  deceased  partner,  but  without  any  assign- 
ment of  his  right  in  partnership  property,  rights  of  creditors  of  the 
dissolved  partnership  and  of  the  creditors  of  the  person  or  part- 
nership continuing  the  business  shall  be  as  if  such  assignment  had 
been  made. 

(4)  When  all  the  partners  or  their  representatives  assign 
their  rights  in  partnership  property  to  one  or  more  third  persons 
who  promise  to  pay  the  debts  and  who  continue  the  business 
of  the  dissolved  partnership,  are  also  creditors  of  the  person  or 
partnership  continuing  the  business. 

(5)  When    any    partner    wrongfully    causes    a    dissolution    and 
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the  remaining  partners  continue  the  business  under  the  provisions 
of  section  38  (2b),  either  alone  or  with  others,  and  without  liquida- 
tion of  the  partnership  affairs,  creditors  of  the  dissolved  partner- 
ship are  also  creditors  of  the  person  or  partnership  continuing  the 
business. 

(6)  When  a  partner  is  expelled  and  the  remaining  partners 
continue  the  business  either  alone  or  with  others,  without  liquida- 
tion of  the  partnership  affairs,  creditors  of  the  dissolved  partnership 
are  also  creditors  of  the  person  or  partnership  continuing  the 
business. 

(7)  The  liability  of  a  third  person  becoming  a  partner  in  the 
partnership  continuing  the  business,  under  this  section,  to  the 
creditors  of  the  dissolved  partnership  shall  be  satisfied  out  of 
partnership  property  only. 

(8)  When  the  business  of  a  partnership  after  dissolution  is 
continued  under  any  conditions  set  forth  in  this  section  creditors 
of  the  dissolved  partnership,  as  against  the  separate  creditors  of  the 
retiring  or  deceased  partner  or  the  representative  of  the  deceased 
partner,  have  a  prior  right  to  any  claim  of  the  retired  partner  or 
the  representative  of  the  deceased  partner  against  the  person  or 
partnership  continuing  the  business,  on  account  of  the  retired  or 
deceased  partner's  interest  in  the  dissolved  partnership  or  on 
account  of  any  consideration  promised  for  such  interest  or  for  ibis 
right  in  partnership  property. 

(9)  Nothing  in  this  section  shall  be  held  to  modify  any  right 
of  creditors  to  set  aside  any  assignment  on  the  ground  of  fraud. 

(10)  The  use  by  the  person  or  partnership  continuing  the 
business  of  the  partnership  name,  or  the  name  of  a  deceased  part- 
ner as  part  thereof,  shall  not  of  itself  make  the  individual  property 
of  the  deceased  partner  liable  for  any  debts  contracted  by  such 
person  or  partnership. 

Section  42.  Rights  of  Retiring  or  Estate  of  Deceased  Partner 
When  the  Business  is  Continued.  When  any  partner  retires  or 
dies,  and  the  business  is  continued  under  any  of  the  conditions  set 
forth  in  section  41  (1,  2,  3,  5,  6),  or  section  38  (2b),  without  any 
settlement  of  accounts  as  between  him  or  his  estate  and  the  per- 
son or  partnership  continuing,  the  business,  unless  otherwise  agreed, 
he  or  his  legal  representative  as  against  such  persons  or  partner- 
ship may  have  the  value  of  his  interest  at  the  date  of  dissolution 
ascertained,  and  shall  receive  as  an  ordinary  creditor  an  amount 
equal  to  the  value  of  his  interest  in  the  dissolved  partnership  with 
interest,  or,  at  his  option  or  at  the  option  of  his  legal  representative, 
in  lieu  of  interest,  the  profits  attributable  to  the  use  of  his  right  in 
the  property  of  the  dissolved  partnership;  provided  that  the  credi- 
tors of  the  dissolved  partnership  as  against  the  separate  creditors, 
or  the  representative  of  the  retired  or  deceased  partner,  shall  have 
priority  on  any  claim  arising  under  this  section,  as  provided  by 
section  41    (8)   of  this  act. 

Section  43.  Accrual  of  Actions.  The  right  to  an  account  of  his 
interest  shall  accrue  to  any  partner,  or  his  legal  representative,  as 
against  the  winding  up  partners  or  the  surviving  partners  or  the 
person  or  partnership  continuing  the  business,  at  the  date  of  disso- 
lution, in  the  absence  of  any  agreement  to  the  contrary. 
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PART  VII. 

MISCELLANEOUS  PROVISIONS. 

Section  44.    When  Act  Takes  Effect.    This  act  shall  take  effect 

on  the day  of ,  one  thousand  nine  hundred 

and 

Section  45.    Legislation  Repealed.     All  acts   or   parts   of  acts 
inconsistent  with  this  act  are  hereby  repealed. 


NOTE: — ^The  rules  of  this  Uniform  Partnership  Law  are  based 
on  the  common  law,  which  is  the  unwritten  law  generally  adopted 
by  merchants. 

These  rules  apply  in  each  of  the  states,  whether  the  Uniform 
Partnership  Law  has,  or  has  not,  been  adopted  by  the  state  Legis- 
lature passing  an  Act  to  that  effect.  On  the  other  hand,  the  Uni- 
form Limited  Partnership  Law,  (beginning  on  next  page),  is  not 
common  law;  it  only  applies  to  those  states  which  specifically  adopt 
it,  by  passing  an  Act  for  that  purpose. 


Uniform  Limited  Partnership  Law 


This  codification  of  the  common  law  has  been  adopted  in 
Illinois  and  Pennsylvania. 

Section  1.  Limited  Partnership  Defined.  A  limited  partnership 
is  a  partnership  formed  by  two  or  more  persons  under  the  pro- 
visions of  Section  2,  having  as  members  one  or  more  general  part- 
ners and  one  or  more  limited  partners.  The  limited  partners  as 
such  shall  not  be  bound  by  the  obligations  of  the  partnership. 

Section  2.  Formation.  (1)  Two  or  more  persons  desiring  to 
form  a  limited  partnership   shall 

(a)  Sign  and  swear  to  a  certificate,  which  shall  state 
I.     The  name  of  the  partnership, 

II.     The  character  of  the   business, 

III.  The  location  of  the  principal  place  of  business, 

IV.  The  name  and  place  of  residence  of  each  member; 
general  and  limited  partners  being  respectively  designated. 

V.     The  term  for  which  the  partnership  is  to  exist, 
VI.     The   amount   of   cash    and   a   description    of   and    the 
agreed  value  of  the  other  property  contributed  by  each  limited 
partner, 

VII.  The  additional  contributions,  if  any,  agreed  to  be 
made  by  each  limited  partner  and  the  times  at  which  or  events 
on  the  happening  of  which  they  shall  be  made. 

VIII.  The  time,  if  agreed  upon,  when  the  contribution  of 
each  limited  partner  is  to  be  returned. 

IX.  The  share  of  the  profits  or  other  compensation  by 
way  of  income  which  each  limited  partner  shall  receive  by- 
reason  of  his  contribution. 

X.  The  right,  if  given,  of  a  limited  partner  to  substitute 
an  assignee  as  contributor  in  his  place,  and  the  terms  and  con- 
ditions of  the  substitution. 

XI.  The  right,  if  given,  of  the  partners  to  admit  addi- 
tional limited  partners, 

XII.  The  right,  if  given,  of  one  or  more  of  the  limited 
partners  to  priority  over  other  limited  partners,  as  to  contri- 
butions or  as  to  compensation  by  way  of  income,  and  the 
nature   of  such   priority, 

XIII.  The  right,  if  given,  of  the  remaining  general  partner 
or  partners  to  continue  the  business  on  the  death,  retirement 
or  insanity  of  a  general  partner,  and 

XIV.  The  right,  if  given,  of  a  limited  partner  to  demand 
and  receive  property  other  than  cash  in  return  for  his  contri- 
bution. 

(b)  File  for  record  the  certificate  in  the  office  of  [here 
designate  the  proper  office]. 
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(2)  A  limited  partnership  is  formed  if  there  has  been  sub- 
stantial compliance  in  good  faith  with  the  requirements  of  para- 
graph  (1). 

Section  3. — Business  Which  May  Be  Carried  On.  A  limited 
partnership  may  carry  on  any  business  which  a  partnership  with- 
out limited  partners  may  carry  on,  except  [here  designate  the 
business  to  be  prohibited]. 

Section  4.  Character  of  Limited  Partner's  Contribution,  The 
contributions  of  a  limited  partner  may  be  cash  or  other  property, 
but  not  services. 

Section  5.  A  Name  Not  to  Contain  Surname  of  Limited  Part- 
ner; Exceptions.  (1)  The  surname  of  a  limited  partner  shall  not 
appear  in  the  partnership  name,  unless 

(a)-    It  is  also  the  surname  of  a  general  partner,  or 
(b)     Prior    to    the    time   when    the    limited   partner   became 
such  the  business  had  been  carried  on  under  a  name  in  which 
his  surname  appeared. 

(2)  A  limited  partner  whose  name  appears  in  a  partnership 
name  contrary  to  the  provisions  of  paragraph  (1)  is  liable  as  a 
general  partner  to  partnership  creditors  who  extend  credit  to  the 
partnership  without  actual  knowledge  that  he  is  not  a  general 
partner. 

Section  6.  Liability  for  False  Statements  in  Certificate.  If 
the  certificate  contains  a  false  statement,  one  who  suffers  loss 
by  reliance  on  such  statement  may  hold  liable  any  party  to  the 
certificate  who  knew   the   statement  to   be  false. 

(a)  At  the  time  he  signed  the  certificate,  or 

(b)  Subsequently,  but  within  a  sufficient  time  before  the 
statement  was  relied  upon  to  enable  him  to  cancel  or  amend 
the  certificate,  or  to  file  a  petition  for  its  cancellation  or  amend- 
ment as  provided  in  Section  25   (3). 

Section  7.  Limited  Partner  Not  Liable  to  Creditors.  A  limited 
partner  shall  not  become  liable  as  a  general  partner  unless,  in 
addition  to  the  exercise  of  his  rights  and  powers  as  a  limited 
partner,  he  takes  part  in  the  control  of  the  business. 

Section  8.  Admission  of  Additional  Limited  Partners.  .After 
the  formation  of  a  limited  partnership,  additional  limited  partners 
may  be  admited  upon  filing  an  amendment  to  the  original  cer- 
tificate in  accordance  with   the   requirements  of   Section  25. 

Section  9.  Rights,  Powers  and  Liabilities  of  a  General  Partner. 
(1)  A  general  partner  shall  have  all  the  rights  and  powers  and  be 
subject  to  all  the  restrictions  and  liabilities  of  a  partner  in  a  part- 
nership without  limited  partners,  except  that  without  the  written 
consent  or  ratification  of  the  specific  act  by  all  the  limited  part- 
ners, a  general  partner  or  all  the  general  partners  have  no 
authority  to 

(a)  Do  any  act  in  contravention  of  the  certificate, 

(b)  Do  any  act  which  would  make  it  impossible  to  carry 
on  the  ordinary  business  of  the  partnership. 

(c)  Confess   a   judgment   against   the   partnership, 

(d)  Possess  partnership  property,  or  assign  their  rights  in 
specific  partnership  property,  for  other  than  a  partnership 
purpose, 
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(e)  Admit  a  person  as  a  general  partner, 

(f)  Admit  a  person  as  a  limited  partner,  unless  the  right 
so  to  do  is  given  in  the  certificate, 

(g)  Continue  the  business  with  partnership  property  on 
the  death,  retirement  or  insanity  of  a  general  partner,  unless 
the  right  to  do  so  is  given  in  the  certificate. 

Section  10,  Rights  of  a  Limited  Partner.  (1)  A  limited  part- 
ner shall  have  the  same  rights  as  a  general  partner  to 

(a)  Have  the  partnership  books  kept  at  the  principal  place 
of  business  of  the  partnership,  and  at  all  times  to  inspect  and 
copy  any  of  them, 

(b)  Have  on  demand  true  and  full  information  of  all 
things  affecting  the  partnership,  and  a  formal  account  of  part- 
nership aflfairs  whenever  circumstances  render  it  just  and 
reasonable,  and 

(c)  Have  dissolution  and  winding  up  by  decree  of  court. 
(2)     A  limited  partner  shall  have  the  right  to  receive  a  share 

of  the  profits  or  other  compensation  by  way  of  income,  and  to 
the  return  of  his  contribution  as  provided  in  Sections  15  and  16. 

Section  11.  Status  of  Person  Erroneously  Believing  Himself 
a  Limited  Partner.  A  person  who  has  contributed  to  the  capital 
of  a  business  conducted  by  a  person  or  partnership  erroneously 
believing  that  he  has  become  a  limited  partner  in  a  limited  part- 
nership, is  not,  by  reason  of  his  exercise  of  the  rights  of  a  limited 
partner,  a  general  partner  with  the  person  or  in  the  partnership 
carrying  on  the  busines,  or  bound  by  the  obligations  of  such  per- 
son or  partnership;  provided  that  on  ascertaining  the  mistake  he 
promptly  renounces  his  interest  in  the  profits  of  the  business,  or 
other  compensation  by  way  of  income. 

Section  12.  One  Person  both  General  and  Limited  Partner. 
(1)  A  person  may  be  general  partner  and  limited  partner  in  the 
same  partnership  at  the  same  time. 

(2)  A  person  who  is  a  general,  and  also  at  the  same  time  a 
limited  partner,  shall  have  all  the  rights  and  powers  and  be  sub- 
ject to  all  the  restriction  of  a  general  partner;  except  that,  in 
respect  to  his  contribution,  he  shall  have  the  rights  against  the 
other  members  which  he  would  have  had  if  he  were  not  also  a 
general  partner. 

Section  13.  Loans  and  Other  Business  Transactions  with 
Limited  Partner.  (1)  A  limited  partner  may  also  loan  money  to 
and  transact  other  business  with  the  partnership,  and,  unless  he  is 
also  a  general  partner,  receive  on  account  of  resulting  claims 
against  the  partnership,  with  general  creditors,  a  pro  rata  share  of 
the  assets.    No  limited  partner  shall  in  respect  to  any  such  claim 

(a)  Receive  or  hold  as  collateral  security  any  partnership 
property,  or 

(b)  Receive  from  a  general  partner  or  the  partnership 
any  payment,  conveyance,  or  release  from  liability,  if  at  the 
time  the  assets  of  the  partnership  are  not  sufficient  to  discharge 
liabilities  to  persons  not  claiming  as  general  or  limited 
partners. 

Section  14.  Relation  of  Limited  Partners  Inter  Se.  Where 
there  are   several   limited   partners   the   members   may   agree   that 
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one  or  more  of  the  limited  partners  shall  have  a  priority  over 
other  limited  partners  as  to  the  return  of  their  contributions,  as 
to  their  compensation  by  way  of  income,  or  as  to  any  other  matter. 
If  such  an  agreement  is  made  it  shall  be  stated  in  the  certificate, 
and  in  the  absence  of  such  a  statement  all  the  limited  partners 
shall  stand  upon  equal  footing. 

Section  15.  Compensation  of  Limited  Partner.  A  limited  part- 
ner may  receive  from  the  partnership  the  share  of  the  profits  or 
the  compensation  by  way  of  income  stipulated  for  in  the  certifi- 
cate; provided,  that  after  such  payment  is  made,  whether  from  the 
property  of  the  partnership  or  that  of  a  general  partner,  the  part- 
nership assets  are  in  excess  of  all  liabilities  of  the  partnership 
except  liabilities  to  limited  partners  on  account  of  their  contri- 
butions and   to   general  partners. 

Section  16.  Withdrawal  or  Reduction  of  Limited  Partner** 
Contribution.  (1)  A  limited  partner  shall  not  receive  from  a 
general  partner  or  out  of  partnership  property  any  part  of  his 
contribution   until 

(a)  All  liabilities  of  the  partnership,  except  liabilities  to 
general  partners  and  to  limited  partners  on  account  of  their 
contributions,  have  been  paid  or  there  remains  property  of  the 
partnership  sufficient  to  pay  them, 

(b)  The  consent  of  all  members  is  had,  unless  the  return 
of  the  contribution  may  be  rightfully  demanded  under  the  pro- 
visions of  paragraph  (2),  and 

(c)  The  certificate  is  cancelled  or  so  amended  as  to  set 
forth   the   withdrawal   or   reduction. 

(2)  Subject  to  the  provisions  of  paragraph  (1)  a  limited  part- 
ner may  rightfully  demand  the  return  of  his  contribution 

(a)  On  the  dissolution  of  a  partnership,  or 

(b)  When  the  date  specified  in  the  certificate  for  its  return 
has  arrived,  or 

(c)  The  ccrtficate  is  cancelled  or  so  amended  as  to  set 
other  members,  if  no  time  is  specified  in  the  certificate  either 
for  the  return  of  the  contribution  or  for  the  dissolution  of  the 
partnership. 

(3)  In  the  absence  of  any  statement  in  the  certificate  to  the 
contrary  or  the  consent  of  all  members,  a  limited  partner,  irre- 
spective of  the  nature  of  his  contribution,  has  only  the  right  to 
demand  and  receive  cash  in  return  for  his  contribution. 

(4)  A  limited  partner  may  have  the  partnership  dissolved  and 
its   affairs  wound  up  when 

(a)  He  rightfully  but  unsuccessfully  demands  the  return  of 
his  contribution,   or 

(b)  The  other  liabilities  of  the  partnership  have  not  been 
paid,  or  the  partnership  property  is  insufficient  for  their  pay- 
ment as  required  by  paragraph  (la)  and  the  limited  partner 
would  otherwise  be  entitled  to  the  return  of  his  contribution. 

Section  17.  Liability  of  Limited  Partner  to  Partnership.  (1) 
A  limited  partner  is  liable  to  the  partnership 

(a)  For  the  difference  between  his  contribution  as  actually 
made  and  that  stated  in  the  certificate  as  .having  been  made, 
and 
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(b)  For  any  unpaid  contribution  which  he  agreed  in  the 
certificate  to  make  in  the  future  at  the  time  and  on  the  condi- 
tions stated   in   the   certificate. 

(2)  A  limited  partner  holds  as  trustee  for  the  partnership 

(a)  Specific  property  stated  in  the  certificate  as  con- 
tributed by  him,  but  which  was  not  contributed  or  which  has 
been  wrongfully   returned,   and 

(b)  Money  or  other  property  wrongfully  paid  or  conveyed 
to  him  on  account  of  his  contribution. 

(3)  The  liabilities  of  a  limited  partner  as  set  forth  in  this 
section  can  be  waived  or  compromised  only  by  the  consent  of  all 
members;  but  a  waiver  or  compromise  shall  not  aflfect  the  right 
of  a  creditor  of  a  partnership,  who  extended  credit  or  whose  claim 
arose  after  the  filing  and  before  a  cancellation  or  amendment  oi 
the  certificate,  to  enforce  such  liabilities. 

(4)  When  a  contributor  has  rightfully  received  the  return  in 
whole  or  in  part  of  the  capital  of  his  contribution,  he  is  never- 
theless liable  to  the  partnership  for  any  sum,  not  in  excess  of  such 
return  with  interest,  necessary  to  discharge  its  liabilities  to  all 
creditors  who  extended  credit  or  whose  claims  arose  before  such 
return. 

Section  18.  Nature  of  Limited  Partner's  Interest  in  Partner- 
ship. A  limited  partner's  interest  in  the  partnership  is  personal 
property. 

Section  19.  Assignment  of  Limited  Partner's  Interest.  (1)  A 
limited  partner's  interest  is  assignable. 

(2)  A  substituted  limited  partner  is  a  person  admitted  to  all 
the  rights  of  a  limited  partner  who  has  died  or  has  assigned  his 
interest  in  a  partnership. 

(3)  An  assignee,  who  does  not  become  a  substituted  limited 
partner,  has  no  right  to  require  any  information  or  account  of  the 
partnership  transactions  or  to  inspect  the  partnership  books;  he 
is  only  entitled  to  receive  the  share  of  the  profits  or  other  com- 
pensation by  way  of  income,  or  the  return  of  his  contribution,  to 
which  his  assignor  would  otherwise  be  entitled. 

(4)  An  assignee  shall  have  the  right  to  become  a  substituted 
limited  partner  if  all  the  members  (except  the  assignor)  consent 
thereto  or  if  the  assignor  being  thereunto  empowered  by  the  cer- 
tificate, gives  the  assignee  that  right. 

(5)  An  assignee  becomes  a  substituted  limited  partner  when 
the  certificate  is  appropriately  amended  in  accordance  with  Sec- 
tion 25. 

(6)  The  substituted  limited  partner  has  all  the  rights  and 
powers,  and  is  subject  to  all  the  restrictions  and  liabilities  of  his 
assignee,  except  those  liabilities  of  which  he  was  ignorant  at  the 
time  he  became  a  limited  partner  and  which  could  not  be  ascer- 
tained from  the  certificate. 

(7)  The  substitution  of  the  assignee  as  a  limited  partner  does 
not  release  the  assignor  from  liability  to  the  partnership  under 
Sections  6  and  17. 

Section  20.  Effect  of  Retirement,  Death  or  Insanity  of  a  Gen- 
eral Partner.     The  retirement,  death  or  insanity  of  a  general  part- 
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ner  dissolves  the  partnership,  unless  the  business  is  continued  by 
the    remaining   general    partners 

(a)  Under  a  right  to  do  so  stated  in  the  certificate,  or 

(b)  With  the  consent  of  all  members. 

Section  21.     Death  of  Limited  Partners.     (1)    On  the  death  of 

a  limited  partner  his  executor  or  administrator  shall  have  all  the 

rights  of  a   limited  partner  for  the  purpose  of  settling  his  estate, 

and  such  power  as  the  deceased  had   to  constitute  his  assignee   a 

substituted  limited  partner. 

(2)  The  estate  of  a  deceased  limited  partner  shall  be  liable  for 
all  his  liabilities  as  a  limited  partner. 

Section  22.  Rights  of  Creditors  of  Limited  Partner.  (1)  On 
due  application  to  a  court  of  competent  jurisdiction  by  any  judg- 
ment creditor  of  a  limited  partner,  the  court  may  charge  the  in- 
terest of  the  indebted  limited  partner  with  payment  of  the  unsatis- 
fied amount  of  the  judgment  debt;  and  may  appoint  a  receiver, 
and  make  all  other  orders,  directions,  and  inquiries  which  the  cir- 
cumstances of  the  case  may  require. 

(2)  The  interest  may  be  redeemed  with  the  separate  property 
of  any  general  partner,  but  may  not  be  redeemed  with  partner- 
ship property. 

(3)  The  remedies  conferred  by  paragraph  (1)  shall  not  be 
deemed  exclusive  of  others  which  may  exist. 

(4)  Nothing  in  this  act  shall  be  held  to  deprive  a  limited  part- 
ner of  his  statutory  exemption. 

Section  23.  Distribution  of  Assets.  (1)  In  settling  accounts 
after  dissolution  the  liabilities  of  the  partnership  shall  be  entitled 
to  payment  in  the  following  order: 

(a)  Those  to  creditors,  in  the  order  of  priority  as  provided 
by  law,  except  to  limited  partners  on  account  of  their  con- 
tributions, and  to  general  partners, 

(b)  Those  to  limited  partners  in  respect  to  their  share  of 
the  profits  and  other  compensation  by  way  of  income  on  their 
contributions. 

(c)  Those  to  limited  partners  in  respect  to  the  capital  of 
their   contributions, 

(d)  Those  to  general  partners  other  than  for  capital  and 
profits, 

(e)  Those  to  general  partners  in   respect  to  profits, 

(f)  Those  to  general  partners  in  respect  to  capital. 

(2)  Subject  to  any  statement  in  the  certificate  or  to  subse- 
quent agreement,  limited  partners  share  in  the  partnership  assets 
in  respect  to  their  claims  for  capital,  and  in  respect  to  their  claims 
for  profits  or  for  compensation  by  way  of  income  on  their  con- 
tributions respectively,  in  proportion  to  the  respective  amounts  of 
such  claims. 

Section  24.     When  Certificate  Shall  Be  Cancelled  or  Amended. 
(1)     The    certificate    shall    be    cancelled    when    the    partnership    is 
dissolved  or  all  limited  partners  cease  to  be  such. 
(2)     A   certificate   shall  be   amended  when 

(a)  There  is  a  change  in  the  name  of  the  partnership  or  in 
the  amount  or  character  of  the  contribution  of  any  limited 
partner, 
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(b)  A  person  is  substituted  as  a  limited  partner, 

(c)  An  additional  limited  partner  is  admitted, 

(d)  A  person  is  admitted  as  a  general  partner, 

(e)  A  general  partner  retires,  dies,  or  becomes  insane, 
and  the  business  is  continued  under  Section  20. 

(f)  There  is  a  change  in  the  character  of  the  business  of 
the  partnership, 

(g)  There  is  a  false  or  erroneous  statement  in  the  cer- 
tificate, 

(h)  There  is  a  change  in  the  time  as  stated  in  the  cer- 
tificate for  the  dissolution  of  the  partnership  or  for  the  return 
of  a  contribution, 

(i)  A  time  is  fixed  for  the  dissolution  of  the  partnership, 
or  the  return  of  a  contribution,  no  time  having  been  specified 
in  the  certificate,  or 

(j)  The  members  desire  to  make  a  change  in  any  other 
statement  in  the  certificate  in  order  that  it  shall  accurately 
represent  the  agreement  between  them. 

Section  25.  Requirements  for  Amendment  and  for  Cancella- 
tion of  Certificate.     (1)    The  writing  to  amend  a  certificate  shall 

(a)  Conform  to  the  requirements  of  Section  2  (la)  as  far 
as  necessary  to  set  forth  clearly  the  change  in  the  certificate 
which  it  is  desired  to  make,  and 

(b)  Be  signed  and  sworn  to  by  all  members,  and  an 
amendment  substituting  a  limited  partner  or  adding  a  limited 
or  general  partner  shall  be  signed  also  by  the  member  to  be 
substituted  or  added,  and  when  a  limited  partner  is  to  be 
substituted,  the  amendment  shall  also  be  signed  by  the  assign- 
ing limited  partner. 

(2)  The  writing  to  cancel  a  certificate  shall  be  signed  by  all 
members. 

(3)  A  person  desiring  the  cancellation  or  amendment  of  a 
certificate,  if  any  person  designated  in  paragraphs  (1)  and  (2)  as 
a  person  who  must  execute  the  writing  refuses  to  do  so,  may  peti- 
tion [here  designate  the  proper  court]  to  direct  a  cancellation  or 
amendment  thereof. 

(4)  If  the  court  finds  that  the  petitioner  has  a  right  to  have 
the  writing  executed  by  a  person  who  refuses  to  do  so,  it  shall 
order  the  [here  designate  the  responsible  ofiicial  in  the  office 
designated  in  Section  2]  in  the  office  where  the  certificate  is 
recorded  to  record  the  cancellation  or  amendment  of  the  certificate; 
and  where  the  certificate  is  to  be  amended,  the  court  shall  also 
cause  to  be  filed  for  record  in  said  office  a  certified  copy  of  its 
decree  setting  forth  the  amendment. 

(5)  A  certificate  is  amended  or  cancelled  when  there  is  filed 
for  record  in  the  office  [here  designate  the  office  designated  in 
Section  2]  where  the  certificate  is  recorded 

(a)  A  writing  in  accordance  with  the  provisions  of  para- 
graph (1),  or  (2)  or 

(b)  A  certified  copy  of  the  order  of  court  in  accordance 
with   the   provisions  of  paragraph    (4). 

(6)  After  the  certificate  is  duly  amended  in  accordance  with 
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this  section,  the  amended  certificate  shall  thereafter  be  for  all 
purposes  the  certificate  provided  for  by  this  act. 

Section  26.  Parties  to  Actions.  A  contributor,  unless  he  is  a 
general  partner,  is  not  a  proper  party  to  proceedings  by  or  against 
a  partnership,  except  where  the  object  is  to  enforce  a  limited  part- 
ner's right  against  or  liability  to  the  partnership. 

Section  27.  Name  of  Act.  This  act  may  be  cited  as  The  Uni- 
form Limited  Partnership  Act. 

Section  28.  Rules  of  Construction.  (1)  The  rule  that  statutes 
in  derogation  of  the  comm.on  law  are  to  be  strictly  construed 
shall  have  no  application  to  this  act. 

(2)  This  act  shall  be  so  interpreted  and  construed  as  to  eflfect 
its  general  purpose  to  make  uniform  the  law  of  those  states  which 
enact  it. 

(3)  This  act  shall  not  be  so  construed  as  to  impair  the  obli- 
gations of  any  contract  existing  when  the  act  goes  into  effect,  nor 
to  affect  any  action  or  proceedings  begun  or  right  accrued  before 
this  act  takes  effect. 

Section  29.  Rules  for  Cases  not  Provided  for  in  this  Act.  In 
any  case  not  provided  for  in  this  act  the  rules  of  law  and  equity, 
including  the  law  merchant,  shall  govern, 

Section  30.  Provisions  for  Existing  Limited  Partnerships.  (1) 
A  limited  partnership  formed  under  any  statute  of  this  state  prior 
to  the  adoption  of  this  act,  may  become  a  limited  partnership 
under  this  act  by  complying  with  the  provisions  of  Section  2;  pro- 
vided the  certificate  sets   forth 

(a)  The  amount  of  the  original  contribution  of  each  limited 
partner,  and  the  time  when  the  contribution  was  made,  and 

(b)  That  the  property  of  the  partnership  exceeds  the 
amount  sufficient  to  discharge  its  liabilities  to  persons  not 
claiming  as  general  or  limited  partners  by  an  amount  greater 
than  the  sum  of  the  contributions  of  its  limited  partners. 

(2)  A  limited  partnership  formed  under  any  statute  of  this 
state  prior  to  the  adoption  of  this  act,  until  or  unless  it  becomes 
a  limited  partnership  under  this  act,  shall  continue  to  be  governed 
by  the  provisions  of  [here  insert  proper  reference  to  the  existing 
limited  partnership  act  or  acts],  except  that  such  partnership  shall 
not  be  renewed  unless  so  provided  in  the  original  agreement. 

Section  3L  Act  (Acts)  Repealed.  Except  as  affecting  exist- 
ing limited  partnerships  to  the  extent  set  forth  in  Section  30,  the 
act  (acts)  or  [here  designate  the  existing  limited  partnership  act 
or  acts]   is  (are)   hereby  repealed. 


NOTE: — This  Uniform  Limited  Partnership  Law  does  not 
apply  to  any  state  which  has  not  adopted  it  by  passing  a  Special 
Act  of  the  state  Legislature  for  that  purpose. 
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"Wall  Street" 

Formation  of  Corporations. — A  company  formed  with 
capital  stock  divided  into  shares  is  called  a  "corporation." 
The  name  "company"  is  also  used  in  a  general  sense.  The 
holders  of  shares  are  called  "stockholders";  their  liability  is 
usually  limited  to  the  par  value  of  the  shares  they  subscribe. 

A  manufacturing  or  trading  company  is  called  a  "busi- 
ness corporation."  The  certificates  issued  by  the  corpora- 
tion for  money  borrowed  are  called  "bonds"  or  "deben- 
tures." The  various  kinds  of  American  shares  and  bonds 
and  the  diflferent  corporation  laws  of  the  53  American 
states  and  territories  have  already  been  described  in  an 
earlier  section. 

It  is  not  usual  for  American  companies  to  be  formed  by 
offering  the  shares  for  public  subscription.  There  are  two 
distinct  methods  of  selling  shares,  or  bonds;  (1)  by  ar- 
ranging with  a  firm  of  investment  bankers  to  take  the  whole 
issue  and  sell  them  privately  to  their  customers ;  (2)  to 
distribute  the  shares  or  bonds  to  the  public  by  advertising, 
and  to  have  them  traded  on  the  Curb  Market,  as  a  prelimi- 
nary stage  to  an  official  quotation  being  applied  for  on 
the  Stock  Exchange. 

By  the  first  method,  of  private  sale  to  customers,  who 
buy  for  investment,  the  shares  or  bonds  are  never  quoted  on 
any  Exchange,  the  chief  market  is  with  the  firm  of  invest- 
ment bankers  which  originally  sold  the  stocks  or  bonds. 
Other  firms  may  also  trade  in  the  securities,  if  the  issue  is  a 
large  one. 
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An  enormous  business  is  done  in  this  way  and  some 
of  the  soundest  securities  are  unquoted  on  any  Stock  Ex- 
change. They  are  generally  investment  securities  as  dis- 
tinguished from  speculations.  In  the  second  method  it  is 
intended,  from  the  beginning,  to  make  the  stocks  or  bonds 
popular  investments,  to  be  quoted  publicly,  so  as  to  allow 
of  further  issues  as  the  business  of  the  corporation  extends. 

The  aim  in  this  case  is  to  give  the  issue  more  of  a  specu- 
lative character  and  to  attract  atention  to  it  as  likely  to 
yield  large  profits  by  increase  of  price  through  skillful  ad- 
vertising creating  a  demand  for  the  securities.  The  shares 
are  then  generally  subscribed  by  the  promoters,  financed 
by  trust  companies,  investment  bankers,  or  banking  houses, 
which  do  the  underwriting.  The  shares  are  afterwards  re- 
tailed to  the  public  by  circularizing,  or  by  "making  a  mar- 
ket," in  conjunction  with  stockbrokers.  The  same  method 
is  adopted  for  issues  in  connection  with  combines  or  trusts 
in  any  particular  industry.  Until  an  official  quotation  is 
obtained,  the  shares  or  bonds  arei  traded  on  "the  Curb," 
which  is  the  unofficial  market  held  in  Broad  street,  at  New 
York.     (There  is  also  a  Curb  Market  at  Boston.) 

Franchise  Corporations. — These  are  public  service  cor- 
porations, requiring  compulsory  rights  of  way,  such  as  rail- 
roads, street  railways,  gas  companies  and  telephone  and 
telegraph  companies.  The  companies  must  be  approved  by 
the  state  courts,  legislatures,  and  local  authorities  interested, 
in  order  to  obtain  the  power  to  compulsorily  purchase 
land,  &c. 

Corporation  Law. — More  than  half  of  the  American  cor- 
porations are  incorporated  under  the  laws  of  the  States  of 
New  Jersey  and  Delaware,  because  of  the  easy  nature  of 
their  regulations.  The  chief  requirements  are  that  the  cor- 
poration must  have  an  office  in  those  states  for  the  transfer 
of  stock,  and  must  keep  there  a  stock  transfer  book,  and  a 
stock  ledger.  The  annual  meetings  of  the  stockholders 
must  be  held  in  those  states. 
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These  requirements  are  generally  met  by  paying  an 
annual  fee  to  an  agent,  who  has  an  office  in  the  state 
named ;  he  acts  as  a  transfer  agent  and  takes  charge  of  the 
stock  transfer  book  and  stock  ledger.  His  office  is  used  for 
the  annual  meetings  of  stockholders. 

Corporations  incorporated  in  New  Jersey  and  Delaware 
may  carry  on  business  in  any  part  of  the  world,  and  may 
have  their  works,  or  the  offices  of  the  management,  in  other 
states  or  countries. 

Unless  otherwise  stated  in  the  articles,  the  corporation 
may  be  made  perpetual  by  renewing  its  charter,  pro- 
vided the  laws  of  the  state  where  incorporated  do  not 
fix  a  limit.  Directors  are  generally  allowed  to  value  the 
assets  to  be  taken  over  by  a  corporation  at  any  price  they 
think  fit.  There  is  no  check  on  such  valuations.  Vendors' 
shares  are  immediately  negotiable.  Only  three  members 
are  usually  required  to  form  a  corporation.  Generally,  there 
is  no  minimum  subscription.  Corporations  may  take  abso- 
lutely unlimited  powers.  The  corporation  laws  of  the  state 
of  New  York  are  almost  as  liberal  as  those  of  New  Jersey 
and  Delaware.  An  annual  audit  of  corporation  accounts  is 
not  required  by  any  state,  nor  is  there  any  compulsory  reg- 
istration or  publication  of  mortgages  of  corporation  assets. 

Management. — 'j'he  Board  of  Directors  is  elected  an- 
nually by  the  stockholders.  The  managers  are  nominally 
controlled  by  an  executive  committee,  which  is  usually 
controlled  by  the  largest  stockholder  or  stockholders. 
Stockholders  seldom  attend  the  annual  meetings,  because 
the  elections  of  directors  and  other  matters  are  generally 
decided  by  the  proxy  votes  of  the  large  stockholders. 

The  directors  have  absolute  power,  and  they  may  even 
increase  the  capital  of  the  corporation  without  calling  a 
general  meeting. 

The  possession  of  a  majority  of  the  voting  shares  of  an 
American  corporation  gives  complete  control  of  its  policy, 
and  it  is  for  this  purpose  that  there  is  often  fierce  compe- 
tition between  rival  financiers  in  the  purchase  of  stock. 


N.    Y.    STOCK    EXCHANGE  261 

In  some  cases  a  comparatively  small  amount  of  pre- 
ferred shares  is  issued,  giving-  the  holders  the  right  to 
elect  the  majority  of  the  directors.  The  holding  of  this 
minority  of  the  capital  then  gives  complete  control  over  the 
corporation. 

Classes  of  Shares. — These  are  usually  of  two  classes, 
preferred  stock  and  common  stock.  The  preferred  stock 
generally  represents  the  actual  value  of  the  undertaking, 
while  the  common  stock  represents  the  "watering"  (pro- 
motion profit). 

A  portion  of  the  common  stock  is  generally  given,  as 
a  bonus,  to  subscribers  of  preferred  stock. 

The  capital  is  usually  based  on  the  estimated  profit- 
earning  capacity  of  the  business,  not  on  the  value  of  its 
assets. 

Preferred  dividends  may  be  either  cumulative  or  non- 
cumulative. 

The  common  stock  is  generally  entitled  to  all  the  surplus 
of  profits,  after  payment  of  bond  interest  or  debenture  in- 
terest and  the  preferred  dividend. 

Preferred  stocks  are  bought  for  investment,  the  common 
stocks   being   speculative. 

As  there  is  no  restriction  on  the  issue  or  immediate 
sale  of  promoters'  and  vendors'  shares,  the  English  and 
French  forms  of  founders',  vendors',  or  deferred  shares  are 
rarely  used. 

Amounts  of  Shares. — Share  certificates  of  100  dollars 
each,  par  value,  are  the  rule,  for  corporations  whose  shares 
are  quoted  officially.  These  certificates  are  usually  of  a 
special  design  and  color,  so  as  to  distinguish  them  from 
the  certificates  for  the  lower  denominations,  such  as  5, 
10,  or  50  dollars. 

Stock  Exchange  dealings  are  usually  in  lots  of  100 
shares  of  100  dollars  each. 

Transfers. — Certificates  are  usually  registered — that  is, 
issued  in  the  name  of  a  specified  person ;  the  shares  are 
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then  transferable  only  by  entry  of  the  change  of  owner- 
ship in  the  books  of  the  corporation,  and  on  the  surrender- 
ing of  the  old  certificate.  In  practice,  the  seller  signs 
his  name  in  a  space  provided  for  that  purpose  on  the 
back  of  the  certificate,  and  the  purchaser  may  either  have 
the  share  transferred  to  his  own  name,  or  the  endorsed 
certificate  may  be  transferred  freely,  like  a  bearer  certifi- 
cate, to  later  purchasers,  until  it  reaches  someone  who  sur- 
renders it,  and  requires  a  new  certificate  in  his  own  name. 

Bonds  and  Debentures. — The  simple  debenture,  which 
is  a  mere  acknowledgment  of  a  loan,  giving  no  security  for 
the  repayment,  is  being  increasingly  adopted  for  American 
issues.  Most  of  the  bonds,  however,  are  secured  by  some 
form  of  mortgage  on  the  property  of  the  corporation.  The 
bonds  having  the  first  claim  on  the  security  are  the  first 
mortgage  bonds,  then  second  mortgage  bonds,  and  after- 
wards third  mortgage  bonds.  In  the  case  of  reorganiza- 
tions, the  diflferent  classes  of  bonds  are  sometimes  reduced 
and  made  of  the  same  class,  then  being  called  "consolidated 
bonds." 

Other  classes  of  bonds  are  as  follows :  Equipment 
bonds,  giving  a  mortgage  on  the  rolling  stock  of  the  railroad 
corporation  issuing  them ;  "land  grant  bonds,"  secured  on 
the  corporations'  lands  adjoining  the  lines  of  railroad  cor- 
porations, and  repaid  from  the  sales  of  such  property.  "Col- 
lateral bonds"  are  secured  by  the  deposit  of  securities  of 
other  corporations,  owned  by  the  issuing  corporation.  "In- 
come bonds"  give  no  mortgage  or  other  security  for  re- 
payment; the  interest  is  not  payable  unless  the  corporation 
has  earned  net  profits  for  distribution. 

(It  should  be  noted  that  for  all  classes  of  bonds  except 
income  bonds,  the  interest  is  payable  as  an  expense  and  is 
not  dependent  upon  the  earning  of  profits.)  "Convertible 
bonds"  give  the  right  of  conversion  into  ordinary  or  pre- 
ferred stocks.  "Registered  bonds"  are  issued  in  the  names 
of  the  purchasers,  to   whom   the   interest  is  remitted  by 
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cheque.     "Coupon  bonds"  have  interest  coupons  attached. 

(Bonds  are  explained  in  detail  at  the  beginning  of  this 
book.) 

Reorganizations. — On  the  failure  of  a  corporation  an 
eflfort  is  usually  made  to  save  the  business,  by  the  appoint- 
ment of  a  Receiver,  followed  by  a  reconstitution  of  the  cor- 
poration. In  the  case  of  railroads  this  is  almost  always  the 
case;  arrangements  are  first  made  to  satisfy  the  holders  of 
the  first  mortgage  bonds,  new  working  capital  is  then  found 
by  making  an  assessment  on  the  holders  of  the  common 
stock.  Failure  to  pay  the  assessment  entails  the  cancelment 
of  the  shares. 

Payments  of  Dividends. — There  are  very  few  safeguards 
against  the  payment  of  dividends  which  have  not  been 
earned. 

Improvements  and  extensions  are  generally  capitalized 
and  paid  for  from  the  proceeds  of  new  issues  of  stocks  and 
bonds.  It  is  not  uncommon  for  dividends  to  be  paid  in 
excess  of  the  real  profits  earned,  in  order  to  keep  up  the 
market  prices  of  the  securities  of  a  corporation.  As  an 
independent  audit  of  corporation  accounts  is  not  required 
by  law,  the  directors  are  the  sole  judges  of  the  depreciations 
and  reserves  to  be  made  before  declaring  dividends. 

The  valuations  for  annual  inventories  are  also  decided 
by  the  directors;  an  overvaluation  may  lead  to  a  payment 
of  large  dividends  in  one  year,  at  the  expense  of  the  next 
year. 
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OFFICIAL     QUOTATIONS     OF     CORPORATION 

SHARES  AND  BONDS  ON  THE  NEW 

YORK  STOCK  EXCHANGE 

No  stocks  or  shares  can  be  bought  or  sold  on  the  Stock 
Exchange  unless  they  are  officially  listed.  There  are  two 
kinds  quoted  in  the  newspapers — namely,  "listed  securities" 
and  "unlisted  securities."  The  "unlisted"  stocks  and  bonds 
are  dealt  in  on  the  Curb  Market.  Admission  to  the  class 
of  "listed  securities"  is  controlled  by  the  Stock  Exchange 
Committee  on  Stock  Lists. 

Until  recently  the  securities  quoted  were  almost  ex- 
clusively American ;  the  Wall  Street  market  was  not  an  in- 
ternational market  like  London.  Since  the  end  of  the  war, 
several  issues  of  foreign  government  loans  have  been  made 
in  New  York,  the  interest  and  principal  being  payable  in 
dollars,  at  New  York.  These  bonds  are  quoted  in  the  offi- 
cial list.  All  other  foreign  bonds,  payable  in  foreign  cur- 
rencies, are  generally  dealt  in  by  firms  of  bond  dealers  or 
investment  bankers.  They  are  quoted  on  the  Curb  Market. 
An  effort  is  being  made  to  develop  an  official  market  for 
international  stocks  and  bonds,  on  the  same  lines  as  the 
London  and  Paris  Stock  Exchanges.  An  extension  of  the 
New  York  Stock  Exchange  Building  is  being  prepared  for 
this  purpose. 

In  admitting  securities  to  official  quotation,  the  Stock 
Exchange  Committee  do  not  guarantee  their  values;  they 
neither  recommend  nor  condemn ;  the  examination  prior  to 
admission  is  thorough. 

Listed  Securities. — The  Committee  on  Stock  List  con- 
sists of  five  members ;  it  examines  all  applications  for  ad- 
mission, which  must  be  accompanied  by  a  full  statement  of 
the  capital,  the  number  of  shares,  the  assets  and  liabilities 
of  the  company,  etc.  The  Stock  List  Committee  reports  its 
opinion   to   the    Governing   Committee  of   the   Stock   Ex- 
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change,  which  may  then  admit  or  reject  the  application. 

For  bonds,  the  details  submitted  must  include  the 
amount  authorized  for  issue,  the  dates  of  issue  and  of  re- 
demption, the  names  of  the  trustees  for  the  holders,  par 
value,  issue  price,  rate  of  interest,  whether  redeemable  by 
sinking  funds,  or  how  otherwise,  and  whether  rights  of 
conversion  into  stocks  are  given. 

A  certified  copy  of  the  mortgage,  with  proof  of  regis- 
tration, must  be  added,  and  also  copies  of  recent  balance 
sheets  and  revenue  accounts. 

For  reorganized  corporations  there  must  be  submitted 
the  balance  sheet  and  revenue  account  for  the  year  previous 
to  the  reorganization,  and  a  full  description  of  the  new 
stocks  or  bonds  issued. 

The  Stock  Exchange  Committee  requires  all  "listed" 
corporations  to  send  to  every  stockholder,  at  least  15  days 
before  the  annual  meetings,  full  profit  and  loss  accounts 
and  balance  sheets.  This  is  made  compulsory.  The  formali- 
ties required  in  order  to  obtain  official  quotation  of  stocks 
and  bonds  on  the  New  York  Stock  Exchange  are  stated  in 
detail  at  the  end  of  this  section. 

Unlisted  Securities. — These  are  g-enerally  securities  of 
industrial  and  manufacturing  corporations  which  are  either 
unwilling  to  observe  the  requirements  for  listed  securities, 
or  are  excluded,  on  some  technical  point,  from  official  quo- 
tation on  the  Stock  Exchange.  They  are  dealt  in  by  private 
brokers  (outside  brokers)  and  are  quoted  on  the  Curb  Mar- 
ket. The  public  generally  disregards  the  difference  between 
the  two  lists,  but  bankers  make  larger  advances  on  listed 
securities.  In  newspaper  market  reports  listed  and  un- 
listed securities  are  shown  separately. 

The  securities  of  a  few  of  the  large  trusts  (combines  or 
amalgamations)  are  placed  amongst  the  unlisted  securities, 
because  they  publish  little  or  no  information  to  their  stock- 
holders. 
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Governing  Body. — The  Governing  Committee  consists  of 
an  elected  president  and  a  treasurer  and  40  members  elected 
for  periods  extending  to  four  years,  of  whom  10  retire 
annually. 

Stock  Exchange  Members. — There  are  about  1,100  mem- 
bers of  the  New  York  Stock  Exchange,  which  is  an  unin- 
corporated association.  Its  discipline  committee  upholds  a 
high  standard  of  dealing  between  members  themselves,  and 
as  to  their  relations  with  customers.  The  large  firms  of 
stockbrokers  and  investment  bankers  are  generally  partner- 
ships, but  usually  only  one  or  two  of  the  partners  are  mem- 
bers of  the  Stock  Exchange.  The  non-member  partners 
number  about  5,500.    They  cannot  attend  the  Exchange. 

Members  are  allowed  to  advertise  their  names  and  ad- 
dresses and  description  of  business,  and  to  advertise  other- 
wise within  limits.  The  Committee  on  Business  Conduct 
supervises  the  advertisements  of  Stock  Echan^e  members. 

The  number  of  members  is  limited  to  1,100  and  their 
seats  have  a  present  value  of  about  $80,000  each.  There 
are  about  300  country  members,  and  many  of  the  New  York 
members  have  branch  offices  in  the  country;  some  have  also 
Canadian  offices. 

There  are  no  jobbers;  dealings  are  as  in  Paris,  by  open 
offers  and  demands  in  the  Exchange.  Some  of  the  mem- 
bers are  principals  and  do  not  attend  the  Stock  Exchange, 
but  their  membership  entitles  them  to  reduced  brokerage 
charges. 

Commission  Brokers. — The  brokers  who  execute  orders 
solely  for  other  members  are  sometimes  called  "two  dollar 
brokers,"  because  their  charges  used  to  be  $2  per  100  shares, 
as  against  $12.50  charged  to  the  public. 

Room-Traders  (or  "Traders").  These  are  members  who 
buy  and  sell,  in  the  Exchange  trading-room,  for  their  own 
account  as  speculators.     They  number  about  250. 


N.    Y.    STOCK    EXCHANGE  267 

Specialists. — Brokers  who  deal  in  only  a  few  invest- 
ment securities,  chiefly  with  other  brokers.  Only  about 
one-half  of  the  whole  body  of  brokers  act  directly  for  the 
public. 

Floor  Members. — These  act  as  brokers  for  their  own 
firm  only;  they  are  the  partners  in  financial  firms,  such  as 
investment  banking  houses,  who  are  members  of  the  Stock 
Exchange. 

Odd  Lot  Men. — These  also  act  only  for  their  own  firms. 
They  accept  orders  from  customers  for  odd  lots  of  less  than 
the  usual  100  shares.  They  group  these  orders  and  buy  or 
sell  on  the  Exchange  in  lots  of  100  shares. 

The  Floor. — This  is  the  name  given  to  the  Stock  Ex- 
change market  by  the  members.  It  is  also  called  the 
"Board." 

The  markets  for  special  securities  are  grouped  around 
the  "posts"  or  pillars  on  the  floor.  Each  group  of  brokers 
forming  a  market  is  called  a  "Crowd,"  for  example,  the 
"Steel  Crowd."  The  orders  are  "executed"  on  the  floor, 
then  "reported"  by  telephone  to  the  ofiice.  A  "comparison" 
of  "the  trade"  (transaction)  is  then  made  by  delivery  of  a 
written  note  by  the  selling  broker  to  the  buying  broker, 
who  must  confirm  it. 

Membership. — Members  may  sell  their  membership,  sub- 
ject to  the  approval  of  the  "Committee  on  Admissions." 
If  a  member  dies  or  becomes  insolvent,  this  committee  sells 
his  seat  for  the  benefit  of  his  estate.  The  members  also 
give  $10,000  as  a  gratuity  to  the  widow  or  children,  or  other 
relatives,  of  any  broker  who  dies  while  being  a  member.  Ap- 
plicants for  membership  must  have  a  good  business  reputa- 
tion, and  be  free  from  undesirable  partnerships  or  business 
connections.  By  a  two-thirds  majority  vote  of  the  com- 
mittee, a  member  m-iy  be  expelled,  for  fraud,  etc.  A  mem- 
ber who  becomes  insolvent  may  apply  for  reinstatement,  if 
he  settles  with  his  creditors  within  a  year;  otherwise  his 
scat  will  be  sold. 
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Commissions. — These  are  at  fixed  rates  for  stocks.  Deal- 
ings in  bonds  are  charged  a  commission  at  a  percentage  of 
the  par  value. 

Of  the  total  business  done  on  the  New  York  Stock  Ex- 
change, about  20%  is  for  clients  in  New  York;  the  other 
80%  comes  chiefly  from  the  Stock  Exchanges  of  the  large 
cities  of  the  Central  and  Middle  West,  the  Pacific  Coast, 
New  Orleans,  and  the  Southern  states.  These  out-of-town 
Exchanges  do  a  large  proportion  of  their  business  by  tele- 
graph with  New  York.  An  order  may  be  telegraphed  from 
San  Francisco  to  New  York,  the  purchase  or  sale  made  on 
the  floor,  and  reported  back,  all  within  five  minutes. 

New  York  commission  rates  are  shown  in  detail  at  the 
end  of  this  section.  Rates  for  other  American  Stock  Ex- 
changes are  also  given,  with  the  descriptions  of  their  deal- 
ings. 

Hours. — The  opening  of  the  official  market  is  at  10  a.  m. 
each  morning,  and  its  close  at  3  p.  m.  No  buying  or  selling 
is  allowed  on  the  floor  before  10  a.  m.  or  after  3  p.  m.,  nor 
in  the  street,  for  listed  securities,  (Saturdays  10  a.  m.  to 
1  p.  m.). 

The  public  is  not  admitted  on  the  floor  ("on  the  Board"), 
only  in  the  gallery,  and  by  admission  cards. 

Holidays. — Closing  on  Sundays  and  general  holidays  is 
compulsory;  closing  on  Good  Friday  is  optional.  On  Satur- 
days business  closes  at  noon.  N.  Y.  State  holidays  are  as 
follows:  New  Year's  Day;  Lincoln's  Birthday,  February 
12;  Washington's  Birthday,  February  22;  Decoration  Day, 
May  30;  Independence  Day,  July  4;  Labor  Day,  first  Mon- 
day in  September ;  Election  Day,  first  Tuesday  after  first 
Monday  in  November ;  Thanksgiving  Day,  last  Thursday 
in  November,  and  Christmas  Day. 

Rises  and  Falls.  Dealers  raise  or  lower  their  bids  by 
fractions  of  J^th  of  a  dollar  point  (12^  cents).  The  po- 
sition of  each  special  market  is  shown  by  an  indicator,  on 
which  all  price  changes  are  marked.    All  bargains  are  by 
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word  of  mouth,  but  each  party  books  his  deal  and  makes 
comparison  later.  The  younger  members  of  the  Stock  Ex- 
change firms  generally  attend  on  the  floor,  because  physical 
strength  and  good  lungs  are  required  at  busy  times. 

Quantities. — If  no  quantity  is  m'.ntioned,  the  regulations 
provide  that  the  minimum  deal  is  100  shares,  or  10,000  dol- 
lars par  of  bonds.  Any  other  quantities  must  be  stated  with 
the  offer  to  buy  or  sell. 

Orders. — The  usual  ways  of  giving  buying  and  selling 
orders  are  as  follows : — 

(1)  An  "open"  order,  or  "at  the  market,"  which  means  at 
the  best  price  obtainable.  These  orders  are  good  for 
one  day  only. 

(2)  An  order  ''G,  T.  W.",  (good  this  week)  which  remains 
in  force  until  the  Saturday  noon  of  the  same  week. 

(3)  An  order  "G.  T.  C",  (good  till  countermanded)  re- 
mains in  force  until  the  customer  cancels  -.t. 

(4)  Combined  with  the  above,  the  customer  may  give 
"stop"  orders  to  his  broker  to  buy  or  to  sell  when  a 
price,  named  in  the  order,  is  reached  in  the  market  quo- 
tations. When  a  transaction  is  made  in  the  market  at 
this  figure,  the  broker  buys  or  sells  for  his  customer  at 
the  nearest  price  obtainable. 

The  buyer  must  be  prepared  to  pay  for  purchases 
before  2:15  p.  m.  on  the  day  following.  Certified  cheques 
or  cash  are  required.  Delivery  of  the  certificates,  for  stocks 
or  bonds  sold,  must  be  made  within  the  same  time.  If  the 
securities  sold  have  to  come  from  distant  towns,  the  cus- 
tomer should  instruct  his  broker  to  sell  "at  three  days,"  or 
"at  30  days,"  or  "delayed  delivery." 

Payments  and  Deliveries. — The  only  recognized  condi- 
tions are  the  following:  (1)  "Cash,"  for  delivery  and  pay- 
ment on  the  day  of  sale;  (2)  "regular"  or  "regular  way"; 
for  delivery  and  payment  on  the  next  day;  (3)  "at  three 
days,"  for  delivery  and  payment  on  the  third  day  after 
sale;  (4)  "buyer  or  seller's  options,"  these  are  for  not  less 
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than  four  days  nar  for  more  than  sixty  days.  Offers 
to  buy  or  sell  on  any  of  these  four  terms  may  be  made  at 
the  same  time. 

An  "option"  on  the  N.  Y,  Stock  Exchange  is  a  firm  con- 
tract which  must  result  in  a  dealing  either  at  the  fixed  date 
or  at  an  earlier  date,  after  notice. 

As  between  the  brokers  all  purchases  and  sales  are 
firm,  but  the  broker  is  permitted  to  carry  over  bargains  for 
a  customer  on  margin.  The  words  "put"  and  "call"  are 
used  in  the  same  sense  as  in  Paris  and  London,  but  the 
double  option  is  called  a  "spread"  or  "straddle."  The  "put" 
is  a  speculation  for  a  fall,  by  the  purchase  of  an  option  on 
shares  at  lower  than  the  present  market  price.  These 
options  are  usually  for  lots  of  100  shares.  In  consequence, 
every  reduction  of  the  market  quotation  below  the  price 
fixed  for  the  "put"  makes  $100  gross  profit.  The  price  paid 
for  the  option  and  the  brokerage  and  stamp  fees,  reduce  this 
profit.  If  the  shares  do  not  fall  below  the  fixed  limit,  within 
the  period  agreed,  the  buyer  of  the  "put"  loses  the  amount 
he  paid  for  the  option. 

A  "call"  is  a  speculation  for  an  expected  rise,  the  specu- 
lator paying  a  certain  amount  for  the  option  of  calling  for 
delivery  of  stock  at  a  fixed  price,  higher  than  the  present 
market  price.  If  the  stock  rises,  within  the  time  agreed,  to  a 
higher  price  than  that  of  the  "call,"  the  speculator  has  the 
right  to  sell  and  call  for  delivery  of  the  stock  from  the 
seller  of  the  "call."  The  diflference  would  be  the  profit  of 
the  speculator,  less  the  cost  of  the  option  and  the  brokerage 
and  stamp  duties. 

A  "spread"  is  an  option  both  ways  (the  "put"  and  also 
the  "call').  It  is  used  for  stocks  which  are  liable  to  very 
large  fluctuations.  The  speculator  buys  the  right  to  de- 
liver stocks  at  less  than  the  present  market  price,  or  to 
call  for  delivery  at  a  higher  figure  than  the  present  quota- 
tion.   If,  within  the  time  limit  for  which  the  double  option 
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is  taken,  the  price  rises  above  the  fixed  figure  for  the  call, 
the  speculator  may  sell  against  his  call,  making  a  profit. 
It  is  possible  that,  before  the  time  limit  has  expired,  the 
stocks  may  also  fall  below  the  lower  price  fixed  for  the 
"put."  In  that  case,  the  speculator  would  buy  at  the  mar- 
ket price  and  deliver  the  stocks  against  his  "put,"  so  mak- 
ing a  second  profit.  If  the  fluctuations  of  the  market  do 
not  bring  the  stock  outside  the  higher  or  lower  figures 
fixed  for  the  "put"  and  "call,"  the  speculator  loses  the 
amount  paid  for  the  "spread." 

Wash  Sales. — Fictitious  sales,  made  to  keep  up  quo- 
tations. Outsiders  do  the  same  thing  by  "matched 
orders"  of  purchases  and  sales,  through  different  brokers. 
Both  "wash  sales"  and  "matched  orders"  are  forbidden  by 
the  Stock  Exchange  Committee  and  by  the  Curb  Market 
Association. 

Deliveries. — All  dealings  are  reported  to  the  brokers' 
offices  by  telephone  from  the  floor.  Cash  sales  are  to  be 
delivered  and  paid  for  before  2.15  p.  m.  on  the  same  day. 

The  greater  portion  of  the  dealings  are  "regular." 
Transactions  not  passing  through  the  Clearing  House  are 
compared  by  tickets,  before  4  p.  m.  on  the  day  of  sale,  and 
delivered  and  paid  for  before  2.15  p.m.  the  next  day.  Fail- 
ure to  deliver  or  pay  at  the  stated  time  involves  immediate 
buying  in  or  selling  out  publicly,  by  the  secretary  on  the 
floor,  provided  notice  is  given  by  the  other  party;  if  no 
notice  is  given,  the  time  is  extended  without  penalty  until 
next  day. 

In  a  day's  business  there  are  at  times  a  few  transactions 
not  completed  by  deliveries.  These  are  "failures  to  deliver." 
There  is  a  gentleman's  agreement  amongst  the  brokers  not 
to  "buy  in"  against  the  seller  in  such  cases,  although  the 
buying  broker  has  the  right  to  do  so.  Only  in  rare  cases  is 
this  right  exercised,  and  it  is  then  generally  by  reason  of 
some  misunderstanding  between  the  brokers,  or  because 


272  U.    S.   A.    SECTION 

the  seller  has  been  selling  short  and  there  is  a  big  premium 
payable  on  borrowed  stocks,  or  because  the  customer  re- 
quires immediate  delivery, 

A  few  of  the  dealings  are  on  the  terms  known  as  "de- 
layed deliveries,"  the  time  allowed  for  delivery  being  from 
three  to  seven  days.  This  is  necessary  when  the  securi- 
ties sold  in  New  York  may  have  to  be  sent  by  mail  from 
Stock  Exchange  firms  at  considerable  distances ;  for  ex- 
ample, Chicago  or  San  Francisco. 

The  seller  of  stocks  may  insist  upon  the  transfer  being 
registered,  (only  fully  paid  shares  are  traded),  otherwise  he 
delivers  the  certificate  endorsed  for  transfer,  with  a  power 
of  attorney  certified  by  a  stockbroker.  A  husband  should 
also  execute  transfers  made  by  a  married  woman.  Signa- 
tures on  transfers  are  confirmed  by  the  selling  broker  or 
by  certificates  of  notaries. 

Deliveries  should  be  in  lots  of  100  shares  and  multiples; 
for  bonds  in  lots  of  10,000  dollars.  The  buyer  is  entitled 
to  all  dividends  and  other  rights  during  the  closing  of  a 
corporation's  books  for  transfer,  unless  expressly  contracted 
otherwise. 

On  account  of  the  exchange  closing  at  noon  on  Satur- 
days, Friday's  transactions  made  in  "regular  way"  are  set- 
tled on  Mondays, 

Loans  of  stock  and  of  money  due  on  Saturdays  are  set- 
tled on  Fridays. 

Lending  Stock. — There  is  a  special  place  on  the  floor 
for  lending  and  borrowing  stock.  Lenders  of  stock  are 
numerous,  because  it  is  more  advantageous  than  pledging 
at  the  banks.  The  lender  receives  the  full  purchase  price 
of  the  stock,  but  he  has  the  right  to  demand  its  return  on 
repayment  of  the  same  sum  to  the  borrower.  These  loans 
are  treated  as  sales  and  the  selling  regulations  apply. 
"Bulls"  are  said  to  operate  "on  the  long  side" ;  "bears"  are 
said  to  be  "on  the  short  side." 
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Comparisons  Between  New  York  and  London. — London 
trades  in  the  securities  of  all  nations  and  in  all  kinds  of 
moneys ;  New  York  deals  chiefly  in  American  stocks  and 
bonds  and  in  foreign  securities  issued  in  New  York  and 
payable  in  dollars.  In  London  there  are  "jobbers,"  who  are 
the  wholesale  dealers,  and  "brokers,"  who  buy  from  and 
sell  to  the  "jobbers,"  for  the  public.  In  New  York  there  are 
no  jobbers,  and  the  bargains  are  made  by  open  offers  and 
demands  in  the  market.  "Stock-jobbing"  is  the  term  used 
in  New  York  to  describe  "rigging  the  market."  Buying  or 
selling  orders  in  New  York  are  generally  executed  within 
a  few  minutes  from  receiving  the  client's  orders,  and  all 
the  dealings  are  marked,  both  as  to  quantities  and  prices. 
In  London  the  transactions  require  longer;  a  few  only  of 
the  transactions  are  "marked,"  and  it  is  not  known  whether 
they  are  purchases  or  sales ;  no  quantities  are  stated.  In 
London  most  of  the  dealings  are  settled  fortnightly;  in 
New  York  they  are  generally  settled  within  two  days. 

When  it  is  12  noon  in  London,  it  is  7.04  a.  m.  in  New 
York.  The  London  Stock  Exchange  closes  at  3  p.  m. 
(10.04  a.  m.  New  York),  the  New  York  Exchange  opens  at 
10  a.  m.  New  York  time,  which  is  2.56  p.  m.  London  time. 
When  the  New  York  Stock  Exchange  closes  at  3  p.  m.,  it  is 
7.56  p.  m.  in  London  and  in  Paris,  which  have  both  the 
same  time.  As  the  London  and  Parisj  Stock  Exchanges 
close  almost  at  the  same  hour  that  the  New  York  Stock 
Exchange  opens,  dealings  between  those  Exchanges  and 
New  York,  on  the  same  day,  within  official  hours,  are  im- 
possible. 

There  is  an  open-air  market  in  American  securities  in 
London.  The  market  meets  after  3  p.  m.  in  a  small  closed 
street  near  to  the  Stock  Exchange.  This  market  is  in  con- 
stant communication  with  New  York,  and  it  may  continue 
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trading  until  New  York  closes  at  3  p.  m,  (8  p.  m,  London 
time). 

Telegrams  between  London  and  New  York  only  require 
about  3  minutes  for  actual  transmission.  A  telegram  can 
be  sent  and  the  reply  received  in  a  few  minutes.  During 
the  rush  in  business  hours  it  requires  from  3  to  5  hours 
to  telegraph  from  London  to  Paris  and  obtain  a  reply.  It 
is  quicker  to  telegraph  from  London  to  Paris  through 
New  York;  for  important  matters  the  extra  cost  need  not 
be  considered. 

The  Machinery  of  a  Deal. — As  speed  is  considered  to 
be  of  the  utmost  importance  in  Stock  Exchange  dealings, 
no  expense  is  spared  to  obtain  the  most  rapid  methods  of 
working.  The  large  firms  of  brokers  have  private  telephone 
lines  from  their  New  York  offices  to  the  floor  of  the  Stock 
Exchange.  They  have  also  private  telephone  lines  to  the 
neighboring  cities,  as  well  as  private  telegraph  lines  to 
distant  cities,  such  as  Chicago  and  San  Francisco. 

A  customer  in  San  Francisco  may  telephone  a  buying 
order  to  the  office  of  the  broker  in  that  town.  It  is  imme- 
diately telegraphed  by  the  private  wire  to  the  New  York 
office  (or  the  New  York  agent).  From  there  it  is  tele- 
phoned to  the  partner,  who  is  on  the  floor  of  the  Stock 
Exchange.  The  telephone  operator  immediately  flashes  the 
number  of  that  broker  on  the  large  screen,  which  is  fixed  on 
the  wall  of  the  main  hall  of  the  Exchange.  The  broker, 
whose  eyes  are  always  on  the  lookout  for  the  appearance 
of  his  number  on  the  screen,  either  goes  at  once  fcr  the 
message,  or  sends  one  of  the  messengers  for  it,  if  he  is  en- 
gaged in  a  deal.  The  written  message  is  brought  to  him 
there.  He  at  once  goes  to  the  post  where  dealings  are 
made  by  the  specialists  in  the  stock  required.  Marked 
on  the  board  at  that  post  are  the  latest  quotations.  He  calls 
out  his  oft'er  to  buy  and  the  price  and  is  either  answered 
by  an  acceptance  from  another  broker  or  by  a  counter- 
offer, which  he  may  accept.     Both  parties  book  the  deal ; 
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and  compare,  then  the  broker  telephones  his  office  an- 
nouncing the  execution  and  stating  the  price.  This  is  at 
once  telegraphed  to  the  office  in  San  Francisco,  and  from 
there  reported  to  the  customer  by  telephone.  The  whole  of 
these  operations  have  been  completed  at  times  within  a  few 
minutes. 

The  calling  of  the  brokers  by  the  signal  board  (annunci- 
ator) is  a  special  feature  of  the  New  York  Stock  Exchange. 
Each  broker  has  a  number  and  immediately  a  message  is 
received  for  him,  the  telephone  operator  signals  his  num- 
ber in  electrically  lighted  figures  on  the  number  board. 
The  figures  are  clearly  visible  from  all  parts  of  the  floor, 
and,  wherever  the  broker  may  be,  there  are  always  mes- 
sengers at  hand  to  bring  or  take  his  messages  to  the  tele- 
phone operators  at  the  private  lines  communicating  with 
his  firm's  office.  The  transaction  is  also  immediately  re- 
ported on  the  "ticker,"  to  all  the  brokerage  and  other  firms 
which  subscribe  to  the  service,  by  permission  of  the  Stock 
Exchange  Committee.  Both  the  quantity  and  the  price  of 
the  deal  are  reported. 

Settlements. — The  clearances  are  daily.  Cash  transac- 
tions are  settled  the  same  day.  The  majority  of  the  tran- 
sactions are  "regular  way,"  for  settlement  the  day  after  the 
sale. 

The  regulation  quantities  of  100  shares  or  multiples  of 
100  of  listed  stocks  are  settled  through  the  Stock  Clearing 
Corporation  in  the  following  way : 

The  New  Clearing  System  of  1920. — The  first  Clearing 
House  for  the  New  York  Stock  Exchange  was  opened  May 
17th,  1892.  It  continued  on  the  original  lines  until  March, 
1920,  when  it  was  absorbed  by  the  Stock  Clearing  Cor- 
poration. 

This  is  a  separate  corporation,  formed  under  the  laws  of 
New  York  State  with  a  capital  of  $500,000,  divided  into 
5,000  shares,  all  owned  by  the  New  York  Stock  Exchange. 

Any   Member  wishing   to   have   stocks  cleared   by  the 
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Stock  Clearing  Corporation  must  make  application  for  ad- 
mission as  a  "Clearing  Member."  If  approved  for  admis- 
sion he  must  contribute  to  the  Clearing  Fund  a  sum  in 
proportion  to  the  business  he  passes  through  the  clearing, 
but  his  contribution  must  not  be  less  than  $10,000.  The 
total  fund  will  be  $10,000,000  or  over.  As  the  new  clearing 
system  is  expected  to  reduce  by  at  least  65%  the  day  loans 
previously  obtained  from  bankers,  the  contribution  of  each 
Member  to  the  Clearing  Fund  will  probably  be  less  than 
the  amount  formerly  deposited  with  the  banker  who  made 
day  loans. 

Each  clearing  member  has  a  number  assigned  to  him, 
which  must  appear  on  all  clearing  tickets  and  accounts. 

The  clearing  sheets  are  dated  for  the  next  day,  when  de- 
liveries and  payments  are  made.  Business  done  on  Fridays 
and  Saturdays  is  treated  as  Saturday  business.  A  clearing 
sheet  for  the  combined  trading  of  the  two  days  is  to  be 
delivered  at  the  Clearing  House  by  4  p.  m.  on  Saturday; 
deliveries  and  payments  are  made  on  Monday. 

Which  Securities  Are  Cleared. — At  present  the  only 
securities  which  are  cleared  are  the  stocks  which  are  quoted 
on  the  official  Stock  Exchange  list,  and  Liberty  Bonds. 
Odd  lots,  less  than  100  shares  of  stock  or  less  than  $10,000 
of  Liberty  Bonds,  are  not  admitted  for  clearance,  nor  are 
any  bonds  cleared  except  Liberty  Bonds  of  the  U.  S. 
Government.     Only  active  stocks  are  cleared. 

The  method  of  working  for  the  clearings  is  similar  to 
that  adopted  for  bank  clearings  of  cheques,  but  with  the 
important  difference  that  the  stocks  have  to  be  cleared  in 
quantities,  as  well  as  in  money.  This  would  be  simple  if 
the  prices  of  the  stocks  remained  the  same,  but  some  of 
the  stocks  may  have  changed  hands  several  times,  at  differ- 
ent prices,  during  the  same  day,  and  the  differences  of  price 
need  adjustment  as  between  the  several  brokers. 

Difficulties  to  Be  Overcome. — The  aim  of  the  present 
system  is  to  prevent  two  troublesome  and  expensive  opera- 
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tions,  namely,  (1)  the  physical  delivery  of  stocks  by  mes- 
sengers, between  the  buying  and  selling  brokers,  and  (2) 
the  temporary  borrowing  of  large  amounts  from  the  banks, 
to  make  immediate  payment  for  stocks  received,  until  the 
price  can  be  collected  from  the  customer  for  whom  they 
were  bought. 

There  were  several  very  heavy  losses  during  1920 
through  the  theft  of  securities  by  messengers.  Also,  the 
borrowing  of  large  sums  from  bankers  for  day  loans  was 
expensive  and  troublesome.  These  difficulties  iiave  been 
removed,  so  far  as  officially  quoted  stocks  are  concerned, 
by  the  operation  of  the  new  system. 

The  Brokers'  Work,  for  the  Clearance. — The  following 
is  the  method  adopted :  The  broker  on  the  floor  of  the 
Stock  Exchange  reports  his  dealings,  as  they  occur,  to  his 
office  partners.  For  each  sale  a  sellers  ticket,  printed  in 
red  on  white  paper,  is  made  out,  showing  the  name  of  the 
broker  to  whom  sold  and  the  quantity  and  price;  the  selling 
broker's  number  is  printed  or  stamped  on  the  seller's  ticket. 
For  each  purchase  a  buyer's  ticket  is  written  out,  showing 
the  broker  from  whom  bought,  the  quantity  and  price. 
The  tickets  are  sent  by  messenger,  during  the  day,  to  the 
distributing  department  of  the  Clearing  House.  They  are 
at  once  sorted  and  made  ready  for  the  night  staff  of  clerks, 
who  arrange  the  clearance. 

Clearance  Sheet. — After  the  close  of  the  Stock  Exchange 
at  3  p.  m.,  the  broker  prepares  his  "clearance  sheet,"  which 
must  be  delivered  to  the  Clearing  House  before  7  p.  m.  on 
the  same  day.  This  sheet  must  show  all  the  transactions 
ftiade,  during  the  day,  in  stocks  admitted  to  clearance.  The 
details  given  are  the  same  as  on  the  seller's  and  buyer's 
tickets.  Most  of  the  stocks  bought  will  have  been  sold 
during  the  day's  trading;  these  will  balance  each  other  as  to 
quantity;  there  will  simply  be  a  difference  of  price,  repre- 
senting the  profit  or  loss  made  for  customers. 

There  will  also  be  some  securities  bought  for  customers 
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which  Avill  have  to  be  paid  for,  and  other  securities  sold  for 
customers  for  which  the  cash  is  to  be  received.  Instead  of 
making  out  separate  accounts  for  each  of  the  other  brokers 
ivith  whom  he  has  dealt  during  the  day,  our  broker  makes 
out  one  account  only,  for  the  Clearing  House.  He  credits 
to  the  Clearing  House  all  the  stocks  sold  to  other  brokers, 
at  the  actual  selling  price.  He  debits  to  the  Clearing 
House  all  the  stocks  he  has  bought,  at  the  purchase  price. 
The  difference  in  money  represents  what  is  due  to  the 
broker,  or  what  he  will  have  to  pay  on  the  day's  transac- 
tions, taken  as  a  whole. 

After  setting  off  the  quantities  of  the  same  stocks 
bought  and  sold,  there  may  be  balances  to  receive  or  to  de- 
liver. So  far  as  the  money  is  concerned,  our  broker  must 
settle  his  account  with  the  Clearing  House  before  7  p.  m. 
This  is  done  by  delivering  the  clearance  statement  at  the 
Clearing  House,  with  the  firm's  cheque  for  the  amount  due 
to  the  Clearing  House,  if  the  value  of  the  day's  purchases 
has  been  more  than  the  sales.  If  the  sales  have  amounted 
to  more  than  the  purchases,  the  broker  draws  a  draft  against 
the  Clearing  House,  requesting  payment  of  the  balance  due 
to  him. 

The  clearing  brokers  send  their  statements  (with  the 
cheques  or  drafts),  by  messenger  to  the  Clearing  House, 
before  7  p.  m..  and  their  money  settlement  is  complete  for 
the  day. 

The  Work  of  the  Clearing  House. — The  work  is  distrib- 
uted amongst  several  groups,  each  taking  charge  of  one 
operation  only.  The  first  is  the  delivery  department,  to 
which  the  messengers  from  the  brokers  have  been  bringing 
their  sellers'  and  buyers'  tickets  during  the  day.  These 
have  been  sorted  and  are  ready  to  be  checked  with  the 
brokers'  clearance  sheets.  All  buyers'  and  sellers'  tickets 
should  have  been  delivered  shortly  after  3  p.  m.  The  clear- 
ance sheets  shotJld  be  ready,  at  7  p.  m.,  to  be  checked  by 
the  cheques  or  drafts  being  compared  with  the  balances 
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shown  as  receivable  or  payable.  They  are  further  checked 
for  calculations  and,  if  any  errors  are  discovered,  they  are 
at  once  adjusted.  The  buyers'  and  sellers'  tickets  are  col- 
lected and  entered  on  separate  sheets  for  each  class  of  listed 
stock. 

As  every  stock  sold  by  a  broker  must  have  been  bought 
by  some  other  broker,  the  purchases  and  sales  for  the  day 
must  balance  each  other  in  the  total  of  quantities. 

After  matching  off  the  even  quantities  bought  and  sold 
by  the  same  brokers,  there  will  remain  some  'brokers  who 
are  to  receive  stocks  and  others  who  are  to  deliver.  These 
also  will  balance.  The  only  thing  remaining  to  be  done  is 
to  arrange  for  the  deliveries  by  the  sellers  and  to  fix  the 
rate  for  payments.  The  clearance  clerk  gives  the  names  oi 
the  brokers  to  whom  the  sellers  are  to  deliver  the  balance 
of  each  kind  of  stock.  Lists  are  made  so  that  each  broker- 
age firm  knows  all  the  deliveries  it  has  to  make.  The 
delivery  tickets  are  ready  for  the  brokers  by  9.30  the  next 
morning.  The  stocks  they  have  to  receive  will  be  delivered 
during  the  morning  from  the  other  brokers,  who  have  been 
instructed  by  the  Clearing  House  to  make  the  deliveries. 
This  completes  the  balancing  of  the  quantities  of  the  stocks. 

The  Clearing  House  statements  have  already  balanced 
each  other  in  total  of  money,  as  a  whole.  There  remains 
to  be  adjusted  the  difference  of  price,  where  a  stock  has 
been  sold  several  times  over,  during  the  day.  For  example, 
A  sells  100  shares  to  B  at  ^1^80  each,  total  $8,000.  B  sells 
the  same  stocks  to  C  at  $82,  total  $8,200.  C  sells  the  same 
stocks  to  D  at  $85,  total  $8,500.  The  result  is  that  the  deal- 
ings of  B  and  C  are  balanced  as  regards  the  quantities  of 
shares  to  receive  and  to  deliver.  If  there  were  no  Clearing 
House,  the  share?  would  have  to  be  passed  in  turn  from  A 
to  B,  B  to  C,  and  C  to  D.  Cheques  would  have  to  be  issued ; 
by  B,  $8,000 :  C.  $8,200 ;  and  D,  $8,500.  By  using  the  Clear- 
^  ing  House.  B  and  C  arc  relieved  from  receiving  and  de- 
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livering  the  stock.  The  Clearing  House  instructs  A  to  de- 
liver to  D  direct,  by  messenger.  A  delivers  the  stock  to 
D,  but  he  does  not  receive  a  cheque  for  $8,500.  He  receive*! 
instead  a  cheque  at  an  even  price,  which  is  fixed  by  the 
Clearing  House,  say.  $84  per  share.  This  price  is  always 
the  nearest  even  amount  to  the  closing  price  of  the  day 
and,  in  instructing  A  to  make  the  delivery,  the  Clearing 
House  informs  him  of  this  Clearing  House  price. 

A  therefore  receives  a  cheque  for  S8,400,  which  is  $400 
too  much.  To  adjust  this,  he  pays  into  the  Clearing  House 
his  own  cheque  for  $400.  D,  in  turn,  has  paid  $100  too 
little,  and  he  also  sends  a  cheque  to  the  Clearing  House, 
for  $100.  The  total  of  $500  received  by  the  Clearing  House 
is  used  to  pay  $200  profit  claimed  by  B  on  his  clearance 
sheet  of  the  previous  night,  and  to  pay  the  $300  profit 
claimed  by  C  on  his  clearance  sheet.  Both  these  brokers 
have  already  drawn  drafts  on  the  Clearing  House  for  the 
amounts  due  to  them ;  these  drafts  were  sent  with  the 
clearance  sheets.  The  manager  of  the  Clearing  House  sees 
that  he  has  received  $500  from  A  and  D.  He  now  writes 
"Approved"  on  the  drafts  of  B  for  $200,  and  of  C  for  $300, 
and  the  drafts  are  ready  for  distribution  at  noon.  The 
cheques  receivable  are  then  paid  into  the  bank  to  meet  the 
drafts,  and  the  whole  of  the  money  is  balanced. 

If  all  the  parties  concerned  keep  clearing  accounts  with 
the  Stock  Clearing  Corporation  B  &  C  could  be  credited 
with  their  profits  from  the  clearing  sheet. 

It  will  be  seen  that  there  is  in  reality  only  one  adjust- 
ment of  the  stocks,  but  two  adjustments  of  the  money. 
Each  mone)'-  settlement  balances,  because  the  totals  re- 
ceivable and  payable  by  the  Clearing  House  are  equal  each 
time. 

The  foregoing  explanation  has  been  given  to  make  the 
method  of  balancing  clear.  In  practice,  a  shorter  method  is 
adopted.  Here  is  an  example  of  a  broker's  transactions  of 
one  day.     (The  initials  shown  with  each  transaction  are  to 
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enable  the  balanced  items  to  be  traced.) 
Purchases : 

(a-1)     100  Studebaker  at    $45 $4,500 

(b-1)     100  U.  S.  Steel  at      90 9,000 

(c)  100  U.  S.  Steel  at      90 9,000 

Total  Purchases $22,500 

Sales : 

(a-2)  100  Studebaker  at    $50 $5,000 

( d)  100  Crucible  at     100 10,000 

(b-2)  100  U.  S.  Steel  at      90 9,000 

Total  Sales $24,000 

The  prices  given  above  are  the  actual  prices  at  which 
the  transactions  were  made.  It  will  be  seen  that  the  100 
U.  S.  Steel  (c),  which  was  bought,  has  not  been  sold,  so 
that  it  should  be  received  from  the  selling  broker  on  the 
next  day.  The  100  Crucible  (d),  which  was  sold,  will  have 
to  be  delivered  to  another  broker.  These  are  balances 
which  must  be  brought  into  the  broker's  account  on  the 
opposite  sides  to  those  on  which  they  were  first  entered. 
Instead  of  being  brought  down  at  the  same  price,  they  are 
brought  down  at  the  delivery  price  fixed  by  the  Night 
Clearing  Branch  of  the  Stock  Clearing  Corporation.  These 
delivery  prices  are  based  on  the  closing  quotations  for  the 
stocks.  U.  S.  Steel  had  risen,  and  the  delivery  price  is  fixed 
at  $95  per  share.  On  the  other  hand,  Crucible  had  fallen, 
and  $90  per  share  is  fixed  as  the  delivery  price. 

The  clearing  sheet  is  now  completed  as  here  shown : — 
CLEARING  SHEET  OF  BROKER  No.  87 
Debit  Purchases 

100  Studebaker,  45 $4,500 

100  U.  S.  Steel,  90 9,000 

100  U.  S.  Steel,  90 9,000 

$22,500 
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Balance  to  deliver;   (brought  down  at 

delivery   price),    100  Crucible   at   90    9,000 


Total  payable  by  the  broker. . .  .$31,500 
Broker's  draft  on  the  Clearing  House, 
for  balance  due  him 2,000 


$33,500 


Sales  Credit 

100  Studebaker,     50 $5,000 

100  Crucible,       100 10,000 

100  U.  S.  Steel,    90 9,000 


Total  receivable  by  the  broker.  .$24,000 
Balance  to  receive;   (brought  down  at 
delivery  price),  100  U.  S.  Steel  at  95    9,500 


$33,500 


The  broker  has  an  account  with  the  Clearing  House, 
but  the  only  transactions  entered  in  that  account  are  his 
deliveries  or  receipts  of  securities  required  by  the  daily 
clearing  sheets.  If  the  broker  delivers  the  100  Crucible,  he 
will  get  a  receipt  for  $9,000  from  the  other  broker.  On 
sending  this  receipt  to  the  Clearing  House,  he  will  be 
credited  with  the  amount. 

When  another  broker  delivers  to  him  (Broker  No.  87) 
the  100  U.  S.  Steel  which  he  has  to  take  in,  he  gets  a  receipt 
for  $9,500  from  broker  No.  87.  This  is  sent  to  the  Clearing 
House  which  promptly  charges  the  amount  to  the  account 
of  No.  87. 

The  account  in  the  books  of  the  Stock  Clearing  Corpora- 
tion, Day  Clearing  Branch,  will  then  appear  as  follows : — 
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BROKER  No.  87 
Debit 

100  U.  S.  Steel  received $9,500 


Credit 

100  Crucible   delivered $9,000 

Cheque  received  from  No.  87 500 


$9,500 


The  draft  for  $2,000  drawn  against  the  night  clearing 
branch  is  not  shown  in  this  a/c,  but  the  effect  of  the  tran- 
sactions is  that  broker  No.  87  will  have  received  $2,000,  and 
have  paid  $500,  making  a  net  receipt  from  the  Clearing 
House  of  $1,500. 

By  referring  to  the  Clearing  Sheet  it  will  be  seen  that 
before  bringing  down  the  balances  of  stocks  there  was  an 
amount  of  $1,500  due  to  the  broker,  namely,  $24,000  less 
$22,500. 

H  broker  No.  87  fails  to  deliver  the  100  shares  of  Cru- 
cible, he  will  not  be  credited  with  the  $9,000,  and  he  would 
then  owe  to  the  Clearing  House  $7,000  instead  of  having 
$2,000  to  receive.  On  the  other  hand,  if  he  fails  to  receive 
the  100  U.  S.  Steel  shares  at  $95,  the  selling  broker  would 
have  to  pay  the  Clearing  House  a  cheque  for  the  $9,500 
and,  as  this  would  be  credited  to  broker  No.  87,  his  ac- 
count would  remain  unchanged  from  that  already  shown. 

One  great  advantage  of  the  American  system  of  daily 
settlement,  over  the  European  system  of  fortnightly  settle- 
ment, is  that  a  broker  who  becomes  insolvent  is  discovered 
to  be  so  at  once,  within  24  hours ;  by  the  European  system 
he  would  have  about  15  days  in  which  to  make  his  position 
worse  by  speculation,  in  an  attempt  to  recover  his  losses. 

Money  Loans  and  the  New  Clearing  System. — The 
large  banking  and  financial  houses,  which  lend  money  at 
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call  and  on  time  to  stockbrokers,  are  working  in  conjunc- 
tion with  the  Stock  Clearing  Corporation,  under  the  new 
system. 

A  broker  deposits  his  collateral  with  the  Clearing  House, 
which  holds  it  on  behalf  of  the  banker  who  lends  the 
funds.  If  the  loan  is  for  the  day,  and  is  renewed  on  the  fol- 
lowing day,  there  is  no  movement  of  the  securities,  the  re- 
newal being  effected  by  the  recording  of  the  transaction  in 
the  books  of  the  Stock  Clearing  Corporation.  Even  if  the 
original  loan  is  paid  off,  and  the  money  borrowed  from 
another  banker,  a  bookkeeping  entry  is  all  that  is  necessary. 

It  is  intended  to  make  use  of  the  new  Clearing  House 
as  a  transfer  registry.  At  present,  registered  stocks  de- 
posited as  collateral  with  the  bankers  have  to  be  recovered 
by  the  broker  and  delivered  to  the  transfer  offices  of  the 
corporations,  in  order  to  have  the  transfers  made  to  the 
name  of  the  broker  before  a  dividend  payment.  Otherwise, 
the  dividend  would  be  paid  to  the  former  registered  holder. 
The  replacement  of  this  collateral  by  other  securities,  dur- 
ing the  time  of  deposit  of  the  stocks  with  the  corporations 
for  transfers,  locks  up  considerable  amounts  of  the  broker's 
capital. 

By  the  method  at  present  proposed,  the  broker  would 
be  able  to  obtain  a  loan  from  the  Clearing  House  against 
the  delivery  of  the  receipt  given  by  the  transfer  agents  for 
the  stocks  left  at  the  transfer  offices  for  registration. 

Market  Quotations. — No  official  list  is  issued,  but  the 
Stock  Exchange  Committee  employs  reporters  to  gather 
the  quotations  in  the  house  and  supply  them  to  the  two 
telegraph  companies. 

The  New  York  Quotation  Co.,  owned  by  the  Stock  Ex- 
change, supplies  the  tape  quotations  to  the  Exchange  mem- 
bers only. 

The  Gold  and  Stock  Company,  which  is  a  private  com- 
pany, supplies  the  quotations  by  tape  to  outsiders  who  are 
approved  by  the  Stock  Exchange  Committee.  The  ma- 
chines are  called  "tickers."     Each  evening  a  complete  rec- 
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ord  of  market  dealings  is  published  by  an  independent 
printer,  who  is  authorized  by  the  Exchange  Committee, 
but  although  the  list  is  correct  it  is  not  official. 

The  particulars  given  are  as  follows:  (1)  the  name  of 
the  stock;  (2)  the  quantity  of  each  sale,  as  well  as  the 
price;  (3)  the  opening  price,  and  (4)  the  closing  price;  (5) 
the  highest,  (6)  the  lowest  of  the  day. 

Two  news  agencies  issue  "news  slips"  of  the  quotations 
every  few  minutes  during  market  hours,  to  their  sub- 
scribers. 

Broker  and  Client. — The  usual  deposit  made  by  cus- 
tomers is  15%  to  25%  on  the  amount  of  the  purchase.  The 
broker  may,  and  frequently  does,  lend  the  balance  of  the 
price  to  the  client  at  interest,  holding  the  stock  as  security, 
and  having  implied  authority  to  pledge  it  with  a  banker  for 
an  advance.  Most  brokers  will  advise  clients,  but  they 
refuse  "discretionary  orders" — that  is,  instructions  to  invest 
at  their  own  discretion.  Purchases  and  sales  are  only  made 
on  written  instructions,  except  by  special  arrangement. 

Brokers  have  the  right  to  sell  a  client's  stock  if  the  mar- 
gin is  exhausted,  and  no  remittance  is  received  after  "proper 
notice." 

Some  clients  give  "stop  orders" — that  is,  they  order  the 
sale  of  their  stocks  as  soon  as  the  fall  reaches  a  certain 
point. 

All  orders  to  buy  or  sell  are  understood  to  be  "open"  or 
"at  the  market"  (at  best),  unless  otherwise  stated.  There 
are  four  authorities  which  impose  taxes  on  Stock  Ex- 
change business;  see  details  at  the  end  of  this  section. 
Customers'  accounts  are  usually  rendered  monthly  or  as 
soon  as  an  account  is  closed,  or  at  any  other  time,  on  the 
customer's  request. 

The  Stock  Exchange  regulations  provide  that  brokers 
who  have  different  orders  to  buy  and  sell  the  same  stocks 
are  only  allowed  to  deal  with  them  for  their  own  account 
after  thev  have  offered   the  stocks  in   the  market  at   V^th 
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higher  than  their  own  bids. 

The  usual  margin  demanded  from  customers  is  15%  to 
25%;  the  bankers  lend  to  brokers  up  to  80%  of  the  quoted 
prices  of  securities. 

Stamp  Taxes  on  Sales  and  Transfers. — The  federal  tax, 
which  is  payable  on  all  sales  and  transfers  throughout  the 
U.  S.,  is  at  the  rate  of  two  cents  (2c)  per  $100,  or  fraction, 
of  the  par  value  of  stocks  (bonds  are  not  taxed).  Stocks 
without  par  value  pay  tax  at  the  rate  of  $100  per  share. 

A  revenue  stamp,  for  the  amount  of  the  tax,  must  be 
affixed  by  the  broker  to  the  sales  ticket. 

There  is  also  a  state  tax,  payable  for  all  transfers*  in 
New  York  State,  at  the  same  rate  as  the  federal  tax — 2c 
per  $100  of  par  value  of  stocks,  or  per  share  of  no  par  value. 

The  States  of  Massachusetts  and  Pennsylvania  also  im- 
pose a  state  transfer  tax,  at  the  same  rate  as  the  federal  tax, 
for  transfers  made  within  those  states. 

All  of  these  taxes  are  payable  by  the  seller  of  the  se- 
curities. Securities  issued  by  the  U.  S.  Government  or 
foreign  governments,  or  by  any  American  state,  territory, 
municipality,  or  other  taxing  authority,  are  not  subject  to 
this  stamp  tax  for  transfers.  Other  exemptions  are  shown 
in  the  section  dealing  with  stamp  duties,  at  the  end  of  this 
chapter. 

The  tax  is  payable  on  loans  of  stock  between  brokers, 
both  when  loaned  and  when  returned.  Transfers  from  a 
customer  to  a  broker,  for  purposes  of  sale,  are  not  taxable, 
nor  are  transfers  from  the  broker  to  the  customer  for  whom 
he  has  bought  the  stock,  but  the  broker,  in  each  case,  must 
sign  a  form  of  declaration  that  he  has  no  interest  in  the 
stock,  and  that  the  transfer  to  him  has  been  solely  for  the 
purpose  of  sale  or  of  purchase. 

Where  delivery  has  been  delayed,  and  the  broker  has 
been  compelled  to  take  the  shares  into  his  own  name,  or 
where  he  has  had  to  take  transfers  of  odd  lots,  and  has  had 
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a  new  certificate  issued  for  the  total,  a  double  tax  must  be 
paid  and  this  is  charged  to  the  customer. 

Broker  and  Banker. — The  chief  lenders  of  cash  to  the 
brokers  are  the  Trust  Companies  and  the  large  investment 
houses  such  as  J.  P.  Morgan  &  Co.  and  Kuhn,  Loeb  &  Co. 
The  usual  arrangement  is  that  the  broker  shall  deposit 
about  50,000  dollars,  which  is  to  be  left  intact,  and  the 
banker  will  in  return  allow  day  loans  up  to  an  agreed  maxi- 
mum. These  loans  are  secured  by  collateral  of  active  and 
listed  stocks.  The  broker  makes  a  list  of  the  proposed 
securities  to  be  held  as  .the  collateral.  This  list  is  submit- 
ted to  the  lender  for  approval ;  if  agreed  to,  the  list  is  at- 
tached to  the  bundle  of  securities  named,  which  is  held  in 
the  broker's  own  office,  in  trust  for  the  lender.  The  loan  is 
usually  repaid  on  the  same  day.  If  any  of  the  pledged 
stocks  or  bonds  are  required,  to  make  deliveries  following 
a  sale,  other  equally  good  securities  must  be  added  to  re- 
place them. 

The  broker  must  pay  in  receipts  of  cash  almost  hourly. 
No  interest  is  allowed  on  the  original  $50,000  deposit,  but 
interest  at  market  rate  is  charged  on  the  amount  lent. 

If  bankers  make  adv^mces  on  industrial  securities  alone 
they  charge  a  higher  rate  of  interest ;  usually  there  must  be 
a  proportion  of  railroad  bonds  or  stocks.  Frequent  with- 
drawals and  replacements  of  securities  are  allowed,  even 
several  times  daily. 

Stock  Exchange  Loans — Money. — There  are  about  70 
banks,  trust  companies,  and  financial  houses  which  lend 
money  to  stockbrokers  from  day  to  day,  or  on  time  (for 
three  to  six  months).  When  the  rate  for  "call"  money 
reaches  5%  or  over,  the  large  out-of-town  banks  also  lend 
their  funds  in  New  York. 

A  New  York  Stock  Exchange  broker  may  need  to  bor- 
row from  five  to  fifty  million  dollars — according  to  the 
size  of  his  business  and  whether  the  market  is  dull  or 
active. 
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The  legal  rate  of  interest  in  N.  Y.  State  is  6%.  When 
market  rates  rise  above  this  figure  some  of  the  large  banks, 
such  as  the  National  City  Bank,  stop  lending.  A  few  finan- 
cial houses  and  banks  have  a  minimum  rate,  say  2]^%  or 
3%,  for  Stock  Exchange  loans. 

The  broker  tries  to  borrow  about  one-half  of  his  require- 
ments on  time,  at  a  low  rate,  but  to  arrange  this  he  will  ha/e 
to  deposit  first-class  collateral  security,  in  regular  delivery 
lots  of  about  tw  j-thirds  Rails,  or  equally  good  securities, 
and  one-third  good-class  Industrials.  Loans  on  listed  In- 
dustrials solely,  cost  about  1%  more  than  the  regular  rate. 
For  "Curb"  stocks  and  unlisted  securities  still  higher  rates 
of  interest  must  be  paid. 

The  various  lending  concerns  confer  daily  and  fix  an 
average  interest  rate  before  the  opening  of  the  stock  market. 
Day  loans  are  renewed  on  the  basis  of  that  arranged  rate, 
although  new  money  is  often  loaned  at  a  lower  rate  than  the 
renewals,  the  lenders  knowing  that  it  is  diflficult  for  a  broker 
to  repay  in  full  the  loans  already  made  to  him. 

Lending  Stocks. — Stock  sold  in  the  "regular  way" 
should  be  delivered  before  2.15  p.  m.  on  the  day  following. 
If  the  customer  of  the  broker  has  sold  "short,"  or  if  the 
stock  has  to  be  sent  from  a  distant  city  and  the  buyer  will 
not  wait,  the  broker  must  buy  or  borrow  the  stock  to 
make  the  delivery. 

Stocks  can  be  borrowed  on  the  floor  of  the  Exchange 
from  9.30  a.  m.  to  3.30  p.  m.  The  lender  receives  the  full 
market  price  for  the  stock  loaned.  This  is  an  advantage,  be- 
cause he  would  have  to  allow  a  margin  if  he  borrowed 
from  a  bank  or  financial  house.  If  the  stock  loaned  is  not 
greatly  in  demand,  the  lender  pays  interest  on  the  money 
received  for  the  loan.  Where  the  stocks  are  greatly  in  de- 
mand, the  lender  of  the  stocks  would  only  lend  "flat,"  that 
is,  on  the  condition  that  he  would  not  be  required  to  pay 
any  interest  on  the  price.  Or,  he  may  even  ask  a  premium 
for  the  loan  of  the  stock.    The  premium  charged  is  accord- 
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ing  to  the  rate  demanded  for  money  loans,  and  the  charge 
is  per  day — five  days  to  the  week.  If  the  borrower  does  not 
return  the  stock  when  required,  the  lender  may  buy  it  in 
against  him. 

Underwriting. — Underwriting  of  new  issues  of  stocks  or 
bonds  is  usually  done  by  the  principals  of  the  Investment 
Bankers  Association  ol  America;  the  Banks  and  Trust 
companies  participate.  The  underwriting  commission  is 
from  1%  to  10%,  according  to  the  importance  of  the  issue 
and  the  risk  of  having  to  take  up  any  unsubscribed  bal- 
ance. 

The  Curb  Market  (The  Street). — (See  special  section 
dealing  with  the  "Curb  Market.") 

Collecting  Dividends. — 1%  commission  is  charged  by 
brokers  for  collecting  dividends  for  clients,  but  dividends  on 
shares  to  be  delivered  are  free. 

The  buying  and  selling  of  dividends  before  declaration 
is  forbidden. 

Increase  of  Capital, — A  corporation  increasing  its  au- 
thorized capital  must  give  notice  of  same  to  the  Stock 
Exchange  Committee  30  days  in  advance,  in  order  to  have 
the  new  shares  listed. 

Quotations. — The  committee  can  suspend  or  cancel  en- 
tirely the  quotation  of  any  shares  or  stocks  of  any  corpora- 
tion. After  the  official  quotation  is  allowed,  no  change 
can  be  made  without  the  consent  of  the  Committee  on 
Stock  List,  as  regards  the  form  of  the  certificates,  the 
transfer  agent,  registration  offices,  or  trustees  for  bond- 
holders. 

Commissions. — Commissions  are  payable  in  full;  no  de- 
ductions or  splittings  of  commissions  are  allowed.  Special 
rates  are  charged  for  TJnited  States  Government  and  Mu- 
nicipal  securities. 

A  member  declared  insolvent  has  the  right  to  the  reduc- 
tion of  commission.  A  member  suspended  by  the  com- 
mittee for  any  other  reason  is  not  allowed  this  privilege 
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during  his  suspension. 

Branches. — Subject  to  the  approval  of  the  Committee 
on  Commissions,  any  member  may  open  country  branches. 
They  must  each  be  managed  by  a  partner  or  by  a  manager 
approved  by  the  committee. 

Managers  and  chiefs  must  be  paid  fixed  salaries,  not 
varying  with  the  business.  No  agents  must  be  paid  by 
commission;  alone. 

Branches  must  be  under  the  same  name.  Brokers  must 
not  do  business  for  bucket  shops. 

Advertising. — This  is  permitted,  subject  to  the  super- 
vision of  the  Committee  on  Business  Conduct. 

Membership. — Brokers  pay  $4,000  on  entrance  by  trans- 
fer of  the  membership  of  a  retiring  member,  or  by  acquiring 
the  membership  of  a  deceased  member  from  the  Commit- 
tee on  Admissions.  Election  is  by  two-thirds  majority  of 
the  Committee  on  Admissions.  The  yearly  fee  for  mem- 
bership is  $1,000,  payable  in  quarterly  instalments.  May  1, 
etc. 

Before  and  After  Hours. — The  Exchange  opens  at  9.30 
a.  m.  Between  that  time  and  10  a.  m.,  and  after  3  p.  m.  only 
loans  of  shares  and  money  can  be  arranged. 

Written  Contracts  must  be  exchanged  for  deliveries 
later  than  three  days;  sales  carry  interest  at  the  legal  rate, 
unless  otherwise  arranged.  In  calling  for  deliveries  before 
expiry  of  the  time,  24  hours'  notice  must  be  given,  before 
2.15  p.  m.  any  day. 

Holidays. — Loans  of  shares  or  money  falling  due  on 
holidays  are  settled  the  following  day,  other  contracts  the 
day  before,  except  for  the  second  day  of  holidays,  when 
they  are  completed  the  next  exchange  day. 

Checking  Uncleared  Sales. — ^AU  members  must  com 
municate  dealings  promptly  to  their  offices.  The  seller 
must  compare  at  the  buyer's  office,  within  an  hour  after 
the  close  of  the  Exchange.  Failing  this,  the  buyer  must 
compare  before  10  a.  m.  on  the  following  morning.  Non- 
observance  of  this  rule  may  involve  a  fine  of  $50.    Tickets 
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must  be  in  duplicate:  of  which  one  is  left  with  the  other 
party.     All  contracts  stand,  whether  compared  or  not. 

Irregular  Deliveries. — Claims  in  respect  of  them  must 
be  made  within  10  days  after  delivery. 

Deposits. — At  least  10%  can  be  demanded  by  either 
party ;  if  called  for  before  2  p.  m.  they  must  be  paid  before 
2.30  p.  m. ;  if  after  2  p.  m.  they  must  be  paid  before  10.30 
a.  m.  on  the  next  Exchange  day.  When  reduced  to  5%  by 
market  movements,  further  deposits  can  be  called  for.  De- 
fault in  making  deposits  entails  selling  out. 

Payments. — For  uncleared  and  cash  sales  cheques  are 
usually  required  to  be  certified  by  the  payer's  banker.  The 
seller  has  the  right  to  refuse  a  certified  cheque  and  to  re- 
quire payment  in  legal  tender,  currency  notes. 

TERMS. 

"Shearing  the  lambs,"  fleecing  outside  speculators  who 
do  not  know  Stock  Exchange  business.  "Stop-order,"  a 
purchase,  with  instructions  to  the  broker  to  sell  when  the 
price  falls  to  a  certain  limit.  "Coppering  a  tip,"  acting  to 
the  contrary  of  advice  given.  "Blind  pool,"  a  deal  in  which 
only  the  managers  know  what  is  being  done.  "Scalpers," 
brokers  who  buy  and  sell  on  their  own  account,  on  narrow 
margins  of  -/«  or  J4%-  "-^  point,"  1%  on  the  price,  usually 
1  dollar,  "Pegging  a  price,"  holding  it  steady  to  prevent  a 
fall.  "Pyramiding  a  stock,"  reinvesting  profits  for  margin 
speculations.  "Carrying  charges,"  contangos.  "Com- 
munities of  interests,"  arrangements  between  corporations 
to  restrict  competition.  "Consol  certificate,"  certificate 
issued  by  the  National  City  Bank  of  New  York  City,  to 
represent  English  Consols  which  are  registered  at  the 
Bank  of  England  in  the  names  of  the  Union  Bank  of  Lon- 
don and  Baring  Bros.,  as  trustees  for  the  City  Bank.  The 
consol  certificates  issued  by  the  City  Bank  are  endorsed  by 
the  Farmers'  Loan  and  Trust  Co.,  and  are  traded  in  and 
quoted  in  New  York  just  as  if  they  were  certificates  for 
English  Consols.  "Rails,"  all  kinds  of  railroad  stocks. 
"Coalers,"  the  lines  carrying  coal.     "Grangers,"   the  lines 
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carrying  wheat  and  farm  products.  "Tractions,"  street 
railways,  tramways.  The  "Big  Four,"  the  stock  of  the 
four  railway  companies,  the  Cleveland,  Cincinnati,  Chicago, 
and  St.  Louis.  The  "Nickel  Plate,"  New  York,  Chicago, 
and  St.  Louis  Railways.  The  "Pan-handle,"  the  Pittsburgh, 
Cincinnati,  Chicago,  and  St.  Louis  Railway.  The  "Monon," 
the  Chicago,  Indianapolis,  and  Louisville  Railway. 
"Sugars,"  the  shares  of  the  American  Sugar  Refining  Co. 
"Can,"  the  American  Can  Co.  "Motors,"  the  General  Motor 
Co.  "St.  Paul,"  the  Chicago,  Milwaukee,  and  St.  Paul  Rail- 
way. "Mop,"  the  Missouri  Pacific.  "Nipper,"  Northern 
Pacific.  "Old  Woman,"  New  York,  Ontario  and  Western. 
"Katy,"  Missouri,  Kansas  and  Texas. 

To  "give  out." — Where  a  member  passes  an  order  for 
execution  to  another  member,  "a  specialist"  or  "commission 
broker"  or  "two-dollar"  broker,  who  acts  only  for  other 
members;  he  is  said  to  give  out  the  order. 

To  "give  up." — The  broker  who  buys  a  stock  for  another 
member  "gives  up"  that  member's  name  to  the  seller.  The 
intermediary  receives  a  small  commission  from  the  member 
for  whom  he  acts. 

To  "stop  a  stock." — An  agreement  by  a  broker,  with  a 
•'specialist"  or  other  broker,  who  is  to  take  the  stock  or 
deliver  it  when  a  price  named  is  reached,  in  the  market  quo- 
tations. 

"Stop  order." — An  order  to  a  broker  to  sell  when  the 
market  quotations  reach  a  certain  figure;  this  is  done  in 
order  to  avoid  further  losses. 

To  "sell  short." — To  sell  stocks  which  the  seller  does  not 
possess,  in  the  expectation  of  "being  able  to  buy  them  cheap- 
er before  the  time  of  delivery. 

"On  the  long  side." — To  be  the  holder  of  stocks  intended 
for  sale. 

"On  the  short  side." — To  have  sold  stocks  which  the 
seller  does  not  possess. 

"Lambs"  or  "the  public." — The  general  public  of  specu- 
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lators  or  investors,  who  buy  when  shares  are  rising  and  sell 
when  they  are  falling.  They  are  called  "lambs"  because 
they  follow  the  market  tendencies  like  sheep. 

"A  piker."' — A  small  speculator  who  gives  trouble. 

"Scale"  orders. — Orders  given  to  brokers  to  buy  or  sell 
as  the  prices  reach  certain  levels.  They  are  usually  given 
by  large  holders  of  stocks,  to  support  or  to  depress  the 
market. 

"Whipsawed." — To  lose  both  ways,  in  buying  for  a  rise 
and  in  selling  short  for  a  fall. 

"Insiders." — Directors  and  others  managing  a  concern 
who  act  on  their  advance  information,  but  do  not  always 
gain  by  it, 

"Unloading." — Selling  out  stocks  to  the  public. 

"Buying  on  a  Shoestring." — Buying  on  a  very  little  mar- 
gin, the  value  of  a  shoestring  (shoelace). 

RATES  OF  COMMISSION 

NEW  YORK  STOCK  EXCHANGE 

August  19,  1920. 
The  following  Amendments  to  the  Constitution  were  adopted  by 
the  Governing  Committee  on  August  11,  1920,  and  were  submitted  to 
the  Exchange  in  accordance  with  the  provisions  of  Article  XXXVIII 
of  the  Constitution  and  not  having  been  disapproved  within  one  week 
by  a  majority  of  the  entire  membership,  become  law  this  day : 

ARTICLE  XXXIV. 
Commissions. 

Sec.  1.  Commissions  shall  be  charged  and  paid,  under  all  circum- 
stances, upon  all  purchases  or  sales  of  securities  dealt  in  upon  the 
Exchange  (except  as  provided  in  Subdivision  (h)  of  Section  2  of  this 
Article)  ;  and  shall  be  absolutely  net  and  free  from  all  or  any  re- 
batement,  return,  discount  or  allowance  in  any  shape  or  manner  what- 
soever, or  by  any  method  or  arrangement  direct  or  indirect ;  and  no 
bonus  or  any  percentage  or  portion  of  the  commission  shall  be  given, 
paid  or  allowed,  directly  or  indirectly,  or  as  a  salary  or  portion  of  a 
salary,  to  any  clerk  or  person  for  business  sought  or  procured  for  any 
member  of  the  Exchange. 

Sec.  2.  Commissions  shall  be  calculated  on  the  basis  hereinafter 
specified : 

(o)  On  railroad,  public  utility,  and  industrial  bonds  having  more 
than  five  years  to  rtm: 

(al)     On  business  for  parties  not  members  of  the  Exchange,  in- 
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eluding  joint  account  transactions  in  which  a  non-member  is  interested 
transactions  for  partners  not  members  of  the  Exchange;  and  for  firms 
of  which  the  Exchange  member  or  members  are  special  partners  only, 
the  commission  shall  be  not  less  than  $15  per  $10,000  par  value. 

(a2)  On  business  for  members  of  the  Exchange  when  a  principal 
is  given  up  the  commission  shall  be  not  less  than  $3.75  per  $10,000  par 
value. 

(a3)  On  business  for  members  of  the  Exchange  when  a  principal 
is  not  given  up  the  com.mission  shall  be  not  less  than  $5  per  $10,000 
par  value. 

(b)  On  securities  of  the  United  States,  Porto  Rico  and  the  Philip- 
pine  Islands,  and  of  States,  Territories  and  Municipalities  therein: 

(bl)  On  business  for  parties  not  members  of  the  Exchange,  in- 
cluding joint  account  transactions  in  which  a  non-member  is  interested; 
transactions  for  partners  not  members  of  the  Exchange;  and  for  firms 
of  which  the  Exchange  member  or  members  are  special  partners  only, 
the  commission  shall  be  not  less  than  $6.25  per  $10,000  par  value. 

(b2)  On  business  for  members  of  the  Exchange  when  a  principal 
is  given  up  the  commission  shall  be  not  less  than  $2  per  $10,000  par 
value. 

(b3)  On  business  for  members  of  the  Exchange  when  a  principal 
is  not  given  up  the  commission  shall  be  not  less  than  $3,125  per  $10,(XX) 
par  value. 

(c)  On  stocks: 

(cl)  On  business  for  parties  not  members  of  the  Exchange,  in- 
cluding joint  account  transactions  in  which  a  non-member  is  interested; 
transactions  for  partners  not  members  of  the  Exchange;  and  for  firms 
of  which  the  Exchange  member  or  members  are  special  partners  only, 
the  commission  shall  be  not  less  than  the  following: 

On  stocks  selling  below  $10  per  share 7j4c.  per  share 

On  stocks  selling  at  $10  per  share  and  above,  but 

under  $125  per  share    15c.  per  share 

On  stocks  selling  at  $125  per  share  and  over 20c.  per  share 

provided,  however,  that  the  minimum  commission  on  an  individual 
transaction  shall  be  not  less  than  one  dollar, 

(c2)  On  business  for  members  of  the  Exchange  when  a  principal 
is  given  up  the  commission  shall  be  not  less  than  the  following: 

On  stocks  selling  below  $10  per  share l^c.  per  share 

On  stocks  selling  at  $10  per  share  and  above,  but 

under  $125   per   share   2j^c.  per  share 

On  stocks  selling  at  $125  per  share  and  over 3c.  per  share 

Except  that  when  the  amount  dealt  in  is  less  than  100  shares,  the 
commission  shall  be  not  less  than: 

On  stocks  selling  below  $10  per  share Ic.  per  share 

On  stocks  selling  at  $10  per  share  and  over 2c.  per  share 

(c3)  On  business  for  members  of  the  Exchange  when  a  principal 
is  not  given  up  the  commission  shall  be  not  less  than  the  following: 

On  stocks  selling  below  $10  per  share Ij^c.  per  share 

On  stocks  selling  at  $10  per  share  and  above,  but 

under  $125   per  share    3^c.  per  share 

On  stocks  selling  at  $125  per  share  and  over 5c.  per  share 

(d)  In  transactions  where  orders  are  received  from  a  non-member, 
wherein  the  broker   filling   the  order   is   directed   to   give   up  another 
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broker  or  clearing  house,  the  responsibility  of  collecting  the  full  com- 
mission, as  specified  in  Subdivisions  (al),  (bl)  and  (cl),  hereof, 
shall  rest  with  the  broker  or  clearing  house  settling  the  transaction. 

(e)  In  transactions  where  orders  are  received  from  a  member,  on 
which  a  clearing  firm  is  given  up  by  said  member  or  by  his  order,  the 
responsibility  of  collecting  the  full  commission,  as  specified  in  Sub- 
divisions (a3),  (b3)  and  (c3),  hereof,  shall  rest  with  said  clearing 
firm ;  and  it  shall  be  the  duty  of  the  broker  who  executes  such  orders 
to  report  such  transactions  to  the  clearing  firm  and  render  to  them  and 
collect  his  bill  therefor  at  the  rate  specified  in  Subdivisions  (a2),  (b2) 
and  (c2),  hereof;  and  also  that  where  a  broker  executes  an  order  for 
a  member  and  clears  the  security  himself,  he  must  charge  the  rates 
specified  in   Subdivisions    (a3),    (b3)    and   (c3),  hereof. 

(/)  Whenever  a  non-member  of  this  Itxchange  shall  cause  to  be 
executed  in  any  market  outside  of  the  United  States  any  order  or 
orders,  for  the  purchase  or  sale  of  securities  listed  on  this  Exchange 
(except  as  provided  in  Subdivision  (h)  hereof),  and  said  purchase  or 
sale  shall  be  accepted  by  a  member  or  firm  who  are  members  of  this 
Exchange,  for  the  account  of  said  non-member,  the  conmiission  as 
specified  in  Subdivisions  (al),  (bl)  and  (cl),  hereof,  shall  be  charged 
said  non-member  in  addition  to  any  commission  charged  by  the  party 
or  parties  making  the  transaction. 

(g)  When  securities  are  received  or  delivered  on  a  privilege  for 
a  non-member,  the  commission  as  specified  in  Subdivisions  (al),  (bl) 
and  (cl),  hereof,  must  be  charged  whether  said  securities  are  received 
or  delivered  upon  the  day  of  expiration  of  said  privilege  or  prior 
thereto. 

(h)  On  Subscription  Rights;  Bonds  or  Notes  of  Foreign  Countries 
having  five  years  or  less  to  run;  Notes  of  Corporations  having  five 
years  or  less  to  run;  Bonds  having  five  years  or  less  to  run;  such 
rales  to  members  or  non-members  as  may  he  mutually  agreed  upon; 
provided,  however,  that  the  Committee  on  Commissions  with  the  ap- 
proval of  the  Governing  Committee  may  hereafter  determine  special 
rates  on  any  or  all  of  the  above-mentioned  securities. 

HARRISON  S.  MARTIN, 

Assistant  Sfxretary. 

NEW  YORK  AND  LONDON  PARITY  PRICES 

The  English  gold  sovereign,  valtied  as  gold,  is  worth 
nearly  4.87  dollars.    One  gold  dollar  is  worth  about  4s.  l^ad. 

American  secnritics  arc  sold  in  London  at  prices  quoted 
in  dollars  and  cents,  on  the  basis  of  a  dollar  being  equal 
to  4s. 

It  is  evident  that  if  the  securities  were  sold,  in  London, 
at  the  same  prices  as  in  New  York,  there  would  be  a  loss 
on  London  sales  of  lyzd.  (3  cents)  on  each  dollar  of  the 
price. 

To  avoid  this,  the  English  price  is  increased  by  Ij^d. 
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for  each  dollar.     A  share  quoted  115  dollars  in  New  York 
would  be  quoted  in  London  at  115  dollars  plus  115  times 

VAd.  (\72y2d.). 

The  American  cent  equals  nearly  ^d.,  therefore  172^ 
pence  equals  about  345  cents,  or  3.45  dollars.  Adding  this 
to  the  American  price  of  115  dollars  gives  an  English  price 
of  118.45  dollars. 

This  is  not  quite  correct  because,  although  the  gold 
value  of  the  Eng-lish  sovereign  is  4.87  dollars,  the  rate  of  ex- 
change (that  is,  the  price  of  sovereigns  in  New  York)  is 
continually  changing.  Remittances  are  made  daily,  by 
cable,  between  New  York  and  London,  and  the  rates  of 
exchange  are  quoted  in  the  newspapers  as  "cable  transfers." 

In  order  to  accurately  compare  the  English  prices  with 
the  New  York  prices,  the  rate  of  cable  transfers  must  be 
taken  into  account. 

Assuming  that  a  share  is  quoted  115  dollars  at  New 
York,  and  that  the  cable  transfer  rate  of  exchange  is  4.86.30 
(4  dollars  86  and  3/lOth  cents) ;  what  is  the  exact  propor- 
tionate price  in  dollars  at  London,  taking  the  dollar  at  4s.? 

The  calculation  is  quite  simple.  Multiply  the  New  York 
price  by  5,  then  divide  the  total  by  the  price  quoted  for 
cable  transfers,  thus: — 

5X115    (New  York  price)  1 

4.863  (Cable  transfer  rate)    f    =575--4.863=l  18.24  dollars, 
^  J  English   price. 

This  "English  equivalent,"  usually  called  the  "parity 
price,"  is  118.24  dollars,  at  4s.  per  dollar. 

The  two  prices  would  be  quoted  in  the  list  of  New  York 
prices  as  follows  :  "New  York  4%  Gold  Bonds,  closing  bids 
New  York,  115;  English  equivalent  118J4." 

This  is  proved  to  be  correct  by  dividing  the  English 
price  of  118^4  dollars  by  5,  (the  dollar  being  taken  at  4s.). 
The  result  is  £23  13s. 

Dividing  115  dollars  (New  York  price)  by  the  cable 
transfer  rate  of  4.863  gives  the  same  result,  £23  13s.,  this 
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being  the  exact  value  in  English  sovereigns  of  115  dollars 
at  the  rate  of  4.863  dollars  per  pound  sterling. 

Therefore,  if  the  English  buyer  pays>  118^4  dollars  in 
London,  (at  4s.  per  dollar),  he  is  paying  exactly  the  same 
price  as  the  buyer  in  New  York,  who  is  charged  115  dollars 
in  American  money. 

The  dividends  are,  of  course,  paid  in  dollars  and  cents, 
which  are  remitted  to  London,  for  British  shareholders,  at 
the  rate  of  exchange  then  existing. 

DECIMALIZING  BRITISH  MONEY 

The  abbreviations  used  for  British  money  are  as  fol- 
lows: The  pound  sterling  ($4.87)  is  shown  as  £,  which 
represents  an  "L"  for  "libra"  or  pound.  The  shilling  (24 
cents)  is  represented  by  a  small  "s"  or  by  a  stroke  thus: 
5s.  or  5/-.  The  penny  (2  cents)  is  shown  as  "d,"  the  first 
letter  of  "denarius,"  the  Latin  word  for  penny.  Shillings 
and  pence  together  are  shown  thus  "5/6,"  five  shillings  and 
six  pence,  or  5s,  6d.,  or  5 — 6d.  Notice  particularly  that  the 
British  penny  is  worth  two  cents,  although  in  the  U.  S.  A. 
the  cent  is  called  a  "penny." 

For  calculating  foreign  quotations,  foreign  exchanges, 
or  interest,  it  is  better  to  change  British  money  into  deci- 
mals of  £1.    The  following  is  the  simplest  way: 

One  shilling  is  l/20th  of  £1;  l/20th  equals  5/lOOths, 
shown  in  decimals  as  .05,  therefore  Is.  equals  £0.05. 

There  are  240  pence  in  £1,  and  960  farthings  (4  farthings 
make  one  penny,  shown  as  j^d.).  One  farthing  represents 
l/960th  of  £],  or  slightly  over  l/l,000th.  It  may  be  taken 
at  the  latter  fraction.  Therefore  ^d.  is  represented  as 
£0.001. 

The  pence  must  be  changed  into  farthings,  and  ex- 
pressed as  thousandths  of  £1;  Id.  equals  .004;  6d.  equals 
.024;  lid.  is  .044.  and  12d.  is  .048.  The  decimals  for  the 
farthings  are  understated  by  4%. 

Adding  a  difference  of  4%  to  the  .048 — that  is,  making 
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the  .048  into  .050, — would  show  12d.  as  .05  of  £1,  which  is 
exactly  right. 

A  sum  of  13s,  8d.  would  be  decimalized  thus: — 

8d.  equals  32  farthings,  or 032 

13s.  equals  13  x  5/lOOths  (.05),  or 650 

Therefore,  13s.  8d.  equals £0.682 

To  change  these  decimals  into  shillings  and,  pence  is 
easy. 

Divide  the  first  two  figures  of  decimals  by  5,  so  changing 
lOOths  into  20ths  of  £1,  being  shillings;  68  divided  by  5 
gives  13  and  3  over.  The  13  represents  shillings,  and  the  3 
over  represents  30  farthings.  Adding  this  to  the  2  farthings 
already  shown  makes  32/l,0OOths,  Dividing  this  by  4,  for 
pence  gives  the  answer  of  8d. 


Here  are  the  calculations  worked  out. 

What  is    £0.682  in   shillings  and  pence? 

£0.682 
5  y  13  ^        .650  =  13s. 


remainder       0.032  -^  4  =  8d. 


Therefore    £0.682   equals  13s.  8d. 


What  is  13s.  8d.  in  decimals  of   £  ? 
13s.  Od.  X     .05  equals  0.65 
8d.  X  .004  equals  0.032 


13s.   8d    equals £0.682 

Remember  that  the  farthings  are  wrong  to  the  extent  of 
4%,  understated  in  the  decimals. 
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As  a  further  example,  a  calculation  may  be  taken  from 
the  article  on  "New  York  Parity  Prices." 

What  is  the  value  in  English  money  of  118^  dollars  at 
4s.  per  dollar? 

At  4s.  per  dollar,  £1  equals  5  dollars;  therefore  118J4 
divided  by  5  will  give  the  answer  in  pounds,  thus:  118.25 
divided  by  5  equals   £23.65. 

The  .65  represents  lOOths  of  £1,  and  is  changed  into 
shillings  (20ths  of  £1)  by  dividing  it  by  5,  thus:  .65  divided 
by  5  equals  13s. 

The  answer  is  therefore  £23  13s. 

With  a  little  practice  these  calculations  can  be  made 
mentally. 


New  York  Committee  on  Securities 

RULES  FOR  DELIVERY 

(Art.  XXV.,  Sec.  3,  Constitution.) 

1.  Securities  admitted  to  dealings  upon  the  New  York  Stock  Ex- 
change, Registered  and  Transferable  in  the  Borough  of  Manhattan, 
City  of  New  York,  in  conformity  with  the  requirements  of  Section  1, 
Aft.  XXXIII.  of  the  Constitution,  are  a  delivery: 

(a)  Certificates  of   Stock  for  100  shares  or  odd  lots  aggregating 

100  shares,  with  irrevocable  Assignment  for  each  Certificate, 
and  in  the  name  of  a  member  or  a  member's  firm,  registered 
and  doing  business  in  the  Borough  of  Manhattan.  Certi- 
ficates for  the  exact  amount  or  aggregating  the  amount  of 
an  odd  lot. 

(b)  Or  with  irrevocable  Assignment  witnessed  by  a  member;  or 

correctness  of  signature  guaranteed  by  a  member  or  a  mem- 
ber's firm. 

(c)  Or  with  irrevocable  Assignment  and  each  Power  of  Substitu- 

tion witnessed  by  a  member  or  correctness  of  signature 
guaranteed  by  a  member  or  a  member's  firm. 

(d)  Coupon   Bonds   payable   to   Bearer,   in   denominations  of  $500 

or  $1,000  each,  with  proper  coupons  of  the  bond's  number 
security  attached.  Small  bonds,  under  $500,  or  large  bonds 
over  $1,000,  only  in  special  transactions,  except  that  in  trans- 
actions in  United  States  Victory  or  Liberty  Loan  Coupon 
Bonds,  denominations  of  $10,000,  when  such  pieces  are  ex- 
changeable for  $1,000  or  $500  denominations,  may  be  de- 
livered. 
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The  money  value  of  a  missing  coupon  may  be  substituted  only 
with  the  consent  of  the  Committee  on  Securities  for  each 
delivery. 
Coupon  Bonds  exchangeable  into  Registered  Bonds  and  Con- 
vertible Bonds  must  carry  all  unpaid  and  unmatured 
Coupons. 

(e)  Registered  Coupon  Bonds  in  denominations  of  $500  or  $1,000 
registered  to  Bearer,  or  when  transfer  books  are  closed  with 
an  Assignment  to  Bearer  for  each  bond  by  a  member  or  his 
firm  or  witnessed  by  a  member,  or  the  correctness  of  the 
signature  guaranteed  by  a  member  or  his  firm,  registered  and 
doing  business  in  the  Borough  of  Manhattan. 

(/)  Registered  Bonds  in  denominations  not  exceeding  $10,000  prop- 
erly assigned. 

2.  Securities  contracted  for  in  amounts  exceeding  100  shares  of 
Stock  or  $10,000  in  Bonds,  may  be  tendered  in  lots  of  100  shares  of 
Stock  or  $10,000  in  Bonds,  or  any  multiple  of  either,  and  must  be 
accepted  and  paid  for  as  delivered. 

3.  Securities  with  Assignment,  or  Power  of  Substitution,  signed 
by  an  Insolvent,  are  not  a  delivery.  During  the  close  of  transfer  books, 
such  securities  held  by  others,  than  the  insolvent,  are  a  delivery  if 
accompanied  by  an  affidavit  for  each  certificate  or  bond,  that  said  se- 
curities were  held  on  a  date  prior  to  the  insolvency. 

Securities  with  Assignment  or  with  Power  of  Substitution,  guaran- 
teed by  a  member  or  his  firm,  suspended  for  Insolvency,  are  not  a 
delivery,  and  must  be  reguaranteed  by  a  solvent  member  or  his  firm. 

4.  Securities  with  an  Assignment  or  a  Power  of  Substitution  exe- 
cuted by  a  firm  that  has  ceased  to  exist  are  not  a  delivery,  except 
during  the  closing  of  the  transfer  books.  The  Assignment  must  be 
proved  or  acknowledged  before  a  Notary  Public.  (Form  No.  3,  and 
for  witness.  No.  9.) 

Securities  with  either  the  Assignment  or  any  Power  of  Substitution 
witnessed  by  a  deceased  person  are  not  a  delivery. 

5.  Securities  assigned,  or  a  Power  of  Substitution  by  a  firm  that 
has  dissolved  and  is  succeeded  by  one  of  the  same  name,  are  a  delivery, 
when  the  new  firm  shall  have  signed  the  statement  "Execution  guar- 
anteed," under  a  date  subsequent  to  the  formation  of  the  new  firm. 

6.  Securities  in  the  name  of  a  corporation  or  an  institution,  or  in 
a  name  with  official  designation,  are  a  delivery  only  when  the  statement 
"Proper  papers  for  transfer  filed  by  assignor"  is  placed  on  each  assign- 
ment and  signed  by  the  Transfer  Agent. 

7.  Securities  with  an  Assignment  or  a  Power  of  Substitution 
signed  by  a  deceased  person.  Trustees,  Guardians,  Infants,  Executors, 
Administrators,  Assignees  and  Receivers  in  Bankruptcy,  Agents  or 
Attorneys  are  not  a  delivery. 

8.  Securities  assigned  by  a  Married  Woman  are  not  a  delivery. 
A  joint  assignment  and  acknowledgment  by  husband  and  wife  before 
a  Notary  Public,  will  make  such  security  a  delivery  only  while  the 
transfer  books  are  closed.     (Form  No.  4.) 

9.  Securities  in  the  name  of  an  Unmarried  Woman,  with  the  prefix 
"Miss,"  are  a  delivery  without  notarial  acknowledgment,  when  signed 
"Miss." 
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10.  Securities  in  the  name  of  an  Unmarried  Woman  (without  the 
prefix  "Miss")  or  a  Widow  are  a  delivery  only  when  the  Assignment 
is  acknowledged  before  a  Notary  Public.   (Form  No.  5.) 

11.  Securities  of  a  Company  whose  transfer  books  are  closed 
indefinitely  for  any  reason,  legal  or  otherwise,  the  Assignment  and 
each  Power  of  Substitution  must  be  acknowledged  before  a  Notary 
Public.     (Forms  Nos.  2,  3;  for  witness,  8  and  9.) 

12.  Securities  in  the  name  of  Foreign  Residents  are  not  a  delivery 
on  the  day  the  transfer  books  are  closed  for  payment  of  a  Dividend 
or  Registered  Interest,  and  reclamation  can  only  be  made  on  that  day. 

13.  Securities  in  the  name  of  Foreign  Residents  must  be  accom- 
panied by  an  acknowledgment  before  a  United  States  Consul  or 
Morgan,  Grenfell  and  Co.,  London,  when  required  by  transfer  agents. 

Several  Companies  having  transfer  offices  at  Grand  Central  Sta- 
tion, New  York,  make  this  requirement. 

14.  Certificate  of  stock  on  which  the  name  of  a  transferee  has 
been  filled  in  error,  may  be  made  a  delivery  during  the  closing  of 
the  transfer  books  by  ruling  of  the  Committee  on  Securities.  Neces- 
sary form  of  release,  cancellation  and  reassignment  will  be  furnished 
on  application  to  the  Committee  on  Securities. 

15.  An  endorsement  by  a  member  or  his  firm  registered  and  doing 
business  in  the  Borough  of  Manhattan,  (or  the  signature  as  a  witness 
by  such  a  member,  of  a  signature  to)  an  Assignment  or  a  Power  of 
Substitution,  is  a  guarantee  of  its  correctness.  Each  power  of  Sub- 
stitution, as  well  as  the  Assignment,  must  be  so  guaranteed,  or  witnessed. 

16.  The  Receiver  of  Stock  may  demand  delivery  by  transfer  when 
the  transfer  books  are  open,  and  must  give  ample  time  in  which  to 
make  transfer.  The  Seller  may  demand  payment  for  the  securities  at 
the  time  and  place  of  transfer.  The  Seller  may  make  delivery  by 
transfer  when  personal  liability  attaches  to  ownership. 

17.  When  a  claim  is  made  for  a  dividend  on  Stock  after  the  trans- 
fer books  have  been  closed,  the  party  in  whose  name  the  stock  stands 
may  require  from  the  claimant  presentation  of  the  certificate,  a  written 
statement  that  he  was  the  holder  of  the  Stock  at  the  time  of  the  closing 
of  the  books,  a  guarantee  against  any  future  demand  for  the  same 
and  the  privilege  to  record  on  the  certificate  evidence  of  the  payment 
by  Cash  or  Due  Bill. 

18.  "Coupon  Bonds  issued  to  Bearer,  having  an  endorsement  upon 
them  not  properly  pertaining  to  them  as  a  security,  must  be  sold 
specifically  as  'Endorsed  Bonds,'  and  are  not  a  delivery,  except  as 
'Endorsed  Bonds,'  "—Extract  from  Resolutions  of  Governing  Commit- 
tee, adopted  May  23,  1883. 

A  definite  name  of  a  person,  firm,  corporation,  an  association,  etc., 
such  as  "John  Smith,"  "Brown,  Jones  and  Co.,"  "Consolidated  Bank," 
appearing  upon  a  Coupon  Bond,  and  not  placed  there  for  any  purpose 
of  the  Company  by  any  of  its  officers,  implies  ownership,  and  is  an 
"Endorsed  Bond"  under  the  above  resolution. 

19.  Any  endorsement  on  a  Coupon  Bond,  stating  that  it  has  been 
deposited  with  a  State  for  bank  circulation  or  insurance  requirements, 
may  be  released  and  release  acknowledged  before  a  Notary  Public; 
it  will  then  be  a  delivery  as  a  "Released  Endorsed  Bond." 
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"RIGHTS"  TO  SUBSCRIBE 

20.  Assignments  of  "Rights,"  with  the  signature  of  the  assignor 
witnessed  and  guaranteed  in  the  same  manner  as  other  Assignments, 
as  provided  in  these  rules,  are  a  delivery : 

(o)     An  Assignment  of  the  "Rights"  accruing  on  each  100  shares; 
or,    Assignments   of    "Rights"    on   odd   lots   aggregating   the 
"Rights"  on   100  shares. 
(b)     An  Assignment  for  the_exact  amount,  or  Assignments  aggre- 
gating the  amount,  on  a  sale  of  the  "Rights"  accruing  on  an 
odd  lot  of  stock. 
21.     Assignments  of  "Rights"  in  the  name  of  a  Married  Woman, 
Widow,   or   an    Unrnarried    Wotnan    are    a    delivery    without   notarial 
acknowledgment. 

22.  Assignments  of  "Rights"  made  by  a  deceased  person  or  a  firm 
that  has  ceased  to  exist  are  not  a  delivery,  and  must  be  taken  back  by 
the  party  delivering  them. 

23.  Assignments  of  "Rights"  signed  by  Trustees,  etc.,  or  for  cor- 
porations, etc.,  are  not  a  delivery  until  passed  by  the  Committee  on 
Securities. 

24.  "Rights"  may  be  dealt  in  after  a  day  to  be  fixed  by  the  Com- 
mittee on  Securities.  Warrants  for  Rights  are  deliverable  upon  a 
subsequent  day  to  be  fixed  by  the  Committee,  after  said  day  all  dealings 
shall  be  as  in  other  securities. 

25.  Due  Bills  for  "Rights"  accompanying  stock  which,  by  ruling 
of  the  Committee  on  Securities,  does  not  sell  "Ex-Rights"  at  the  closing 
of  the  books,  must  be  redeemed  on  a  day  fixed  by  the  Committee  on 
Securities. 

26.  Contracts  in  Warrants  for  "Rights"  may  be  enforced  "under 
the  rule." 

Reference  is  made  to  Section  2  of  Article  XXXII.  of  the  Constitu- 
tion for  method  of  settlement  of  contracts  carrying  "Rights"  other 
than  those  covered  by  24  and  25  of  these  Rules,  and  also  for  Rights 
accruing  during  the  pendency  of  a  contract. 

RECLAMATIONS 

27.  Reclamation  for  irregularity  in  a  security,  when  such  irregu- 
larity affects  only  its  currency  in  the  market,  must  be  made  within  ten 
days  from  day  of  delivery  of  the  security.  (Article  XXIX.,  Consti- 
tution.) A  security  with  any  irregularity  having  been  delivered  may 
be  returned  up  to  2.15  o'clock  p.  m.,  to  the  party  who  delivered  it,  who 
must  immediately  give  the  party  presenting  it  either  the  security  in 
proper  form  for  delivery,  or  pay  the  market  price  of  the  security,  and 
assume  all  liability  for  non-delivery.  In  the  latter  case,  the  security 
in  proper  form  may  be  delivered  to  the  claimant  before  2.15  p.  m., 
and  the  amount  paid  shall  be  returned. 

SIGNATURES  TO  ASSIGNMENTS  AND  DUE  BILLS 

28.  The  signature  to  an  Assignment  or  a  Power  of  Substitution 
must  be  technically  corerct — i.  e.,  it  must  correspond  in  every  particular, 
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without  any  change,  with  the  name  in  which  the  security  is  issued, 
and  the  name  of  the  Attorney  or  Substitute. 

The  date  of  an  Assignment  or  a  Power  of  Substitution  must  be 
legible,  and  any  correction  properly  noted  by  the  signer. 

(o)  Titles  must  be  prefixed  or  affixed  to  signatures,  exactly  as 
they  are  in  the  name  in  which  the  security  is  issued. 

(b)  "Brothers"  or  "Bros."   must  be  written  as   it  appears   in  the 

security. 

(c)  "And"   or   "&,"   "Company"   or  "Co."    may   be   written  either 

way. 

(d)  "Mr.,"  "Messrs.,"  "Esq.,"  or  the  Residence  or  Business  Address 

of   an    individual   or    firm    need    not    be    made    part    of    the 
signature. 

(e)  Due  Bills  must  be  signed  or  guaranteed  by  a  member  or  a 

firm    registered    and    doing    business    in    the    Borough    of 
Manhattan. 
The  Committee  recommends : 

That  Transfer  Agents  be  given  the  exact  form  of  the  name  to 
which  securities  are  to  be  transferred. 

That  the  signatures  of  all  members  and  the  firm  signatures  of  each 
of  the  partners  in  a  member's  firm,  doing  business  in  the  Borough  of 
Manhattan,  be  filed  with  transfer  offices  in  order  to  secure  promptness 
of  transfer  of  securities. 

ASSIGNMENTS  AND  NOTARIAL 
ACKNOWLEDGMENTS 

A  detached  Assignment  of  a  security  must  contain  provision  for 
the  appointment  irrevocable  of  an  attorney  and  substitute  and  a  full 
description  of  the  security,  i.  e.,  name  of  Company,  Issue,  Certificate 
or  Bond  Number  and  amount  (the  latter  written  in  words  and  numer- 
als), and  must  be  acknowledged  before  a  Notary  Public  with  seal  and 
date.  This  description  must  be  in  the  same  handwriting  as  the  other 
facts  stated.  A  separate  Assignment  must  accompany  each  certificate 
or  bond.  (See  Form  No.  10  for  Detached  Assignment  and  Forms 
No    11  and   12  for  acknowledgments.) 

In  the  acknowledgment  of  an  Assignment  or  Power  of  Substitu- 
tion in  the  name  of  an  individual,  the  Notary  Public  must  certify  with 
seal  and  date  that  he  knows  the  person  signing  to  be  the  person  named 
in  the  security,  or  in  the  Power  of  Substitution  and  that  the  signer 
acknowledged  his  signature.     (Form  No.  2.) 

An  Assignment  or  Power  of  Substitution  in  the  name  of  a  firm,  the 
Notary  Public  must  certify  that  he  knows  the  person  and  knows  him 
to  be,  or  to  have  been  on  the  date  of  execution,  a  member  of  the  firm, 
and  that  he  acknowledged  that  he  executed  the  Assignment  or  Power 
of  Substitution  as  the  act  and  deed  of  the  firm.     (Form  No.  3.) 

In  proving,  before  a  Notary  Public,  an  Assignment  or  Power  of 
Substitution,  the  witness  must  make  deposition  that  he  knows  the 
person  who  executed  the  Assignment  or  Power  of  Substitution,  to  be 
the  person  named  in  the  Security  or  Assignment,  and  saw  the  signer 
execute  the  same.  For  Assignments  of  Securities  in  the  name  of  a 
firm,  the  witness  must  make  deposition  that  he  knows  the  party  signing 
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to  be  (or  to  have  been  at  the  Hate  of  execution)  a  member  of  the 
firm.     (Forms  8  and  9.) 

Any  alteration  in  the  wording  of  an  Assignment  must  be  stated  over 
the  signature  of  the  party  signing. 

Any  alteration  in  a  Notarial  Acknowledgment  must  be  noted  by 
signature   of   the   Notary. 

FORM  OF  ASSIGNMENT. 
Form  No.  1. 

Form  of  Assignment  on  a  Certificate  of  Stock  Accepted  by  thb 
Committee  on  Stock  List: 

FOR  VALUE  RECEIVED hereby   sell,   assign   and 

transfer  unto   

Shares 

of   the   Capital    Stock   represented   by   the   within   Certificate,   and   do 

hereby  irrevocably  constitute  and  appoint 

Attorney  to  transfer  the  said  stock  on  the  Books  of  the  within  named 
Company  with  full  power  of  substitution  in  the  premises. 

Dated 19.... 


In  Presence  of 


FORM  OF  POWER  OF  SUBSTITUTION. 

Power  of  Substitution  to  be  placed  on  the  hack  of  a  Certificate 
•when  name  of  Attorney  has  been  filled  in  with  the  name  of  an  in- 
dividual or  a  firm. 

"I   for  We]  hereby  irrevocably  constitute  and  appoint 

my  [or  our]  substitute  to  transfer  the  within 

named  Stock  under  the  foregoing  power  of  Attorney,  with  like  power 
of  Substitution." 

Dated 19 


In  Presence  or 


FORMS    FOR    NOTARIAL    ACKNOWLEDGMENTS    AND 
DEPOSITIONS   PRESCRIBED  BY  THE 
COMMITTEE  ON  SECURITIES. 
Form  No.  2. 

Acknowledgmfnt  by  an  Individual,  by  whom  an  Assignment  or 
A  Power  of  Substitution  is  Executed. 

State  of 

County  of 

ss. 

On  this day  of 19 before  me 

a  Notary  Public  for  the  County  of personally 

appeared to  me  known,  and  known  to  me  to 

be  the  individual  named  in  the  within  Certificate,  and  described  in  and 
who  executed  the  foregoing  Instrument,  and  acknowledged  to  me  that 
he  executed  the  same. 

SEAL  
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If  used   for  a  Power  of  Substitution,  substitute  for  the  word  In- 
strument, "Power  of  Substitution,  dated 19 " 

the  date  referred  to  filled  in. 

Form  No.  3. 
Acknowledgment  for  Firm 

State  of 

County  of 

ss. 

On  this day  of 19 before  me 

a  Notary  Public  for  the   County  of personally 

appeared to  me  known,  and  known  to  me  to 

be  one  of  the  firm  of named  in  the 

within  Certificate,  and  described  in  and  who  executed  the  foregoing  in- 
strument, and  acknowledged  to  me  that  he  executed  the  same  as  the  act 
and    deed   of    said   firm. 


SEAL  

If  used  for  a  firm  that  has  dissolved,  omit  the  word  "be"  in  fourth 
line  and  substitute  the  words  "have  been  on 19 " 

If  used  for  a  Power  of  Substitution,  executed  by  a  firm  that  has 
dissolved,  substitute  for  the  word  Instrument,  "Power  of  Substitution, 
dated 19....,"   the   dates   referred  to  filled  in. 

Form  No.  4. 

Joint  Acknowledgment  of  Execution  of  an  Assignment  made 
BY  Husband  and  Wife. 

State  of 

County  of 

ss. 

On  this day  of 19 before  me 

came and her    husband, 

both  of  them  known  to  me,  and  they  severally  acknowledged  that  they 
executed  the  foregoing  (or  within)  Assignment  and  Power  of  Attor- 
ney, for  the  purpose  therein  mentioned. 

Form  No.  5 

Acknowledgment  of  an  Assignment  Executed  by  an  Unmarried 
Woman  or  a  Widow. 

State  of 

County  of 

ss. 

On  this day  of 19 before  me 

personally  came to  me  known,  and  known 

to  me  (or  satisfactorily  proven  to  me)  to  be  an  unmarried  woman 
(or  widow)  and  known  to  me  to  be  the  same  person  named  in  the 
within  certificate  of  stock  and  described  in  and  who  executed  the  fore- 
going (or  within)  Assignment  and  Power  of  Attorney,  and  acknowl- 
edged to  me  that  she  executed  the  same  for  the  purpose  named. 


SEAL  

Form  No.  8. 

Deposition  by  a  Witness  of  the  Execution  of  an  Assignment 
OR  A  Power  of  Substitution  by  an  Individual. 
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State  of 

County  of 

ss. 

On  this day  of 19 before  me 

a  Notary  Public  for  the  County  of personally 

appeared to  me  known,  who  being  by  me  first 

duly  sworn  did  depose  and  say  that  he  resides  at 

that  he  knew named  and  described  in  the 

instrument,  which  was  signed  in  witness'  presence. 


SEAL 

If  used  for  a  Power  of  Substitution,  executed  by  an  individual,  see 
instructions  in  Form  No.  2. 

Form  No.  9. 

Deposition  by  a  Witness  of  the  Execution  of  an  Assignment 
OR  a  Power  of  Substitution  by  a  Firm. 

State  of 

County  of 

w. 

On  this day  of 19 ... .   before  me 

a  Notary  Public  for  the  County  of personally 

appeared to  me  known,  who,  being  by  me  first  duly 

sworn,  did  depose  and  say  that  he  resides  at 

that  he  knew and  knew  him  to  be  one  of  the  firm  of 

named  and  described   in  the 

instrument,  which  was  signed  in  witness'  presence. 


SEAL  

If  used  for  a  firm  that  has  dissolved,  or  for  a  Power  of  Substitu- 
tion executed  by  a  firm  that  has  dissolved,  see  instruction  in  Form  No.  3. 

Form  No.  10. 

Detached  Assignment  and  Power  of  Attorney  for  Stocks  and 
Bonds. 

For  value   received 

have  bargained,  sold,  assigned,  and  transferred,  and  by  these  presents 

do  bargain,  sell,  assign  and  transfer  unto 

Shares    of  the 

Capital  Stock  (or  one   [1]   Bond)   of  the 

standing  in name  on  the  books  of 

said represented    by    Certificate 

(or  bond    for $ ) 

No herewith,  and do  hereby  consti- 
tute   and    appoint true 

and  lawful  attorney,   irrevocable   for 

and  in name  and  stead,  but  to 

use,  to  sell,  assign,  transfer  and 

set  over,  all  or  anv  part  of  the  said  stock,  and  for  that  purpose  to  make 
and  execute  all  necessary  acts  of  assignment  and  transfer,  and  one  or 
more  persons  to  substitute  with  like  full  power,  hereby  ratifying  and 
confirming    all    that 
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said   Attorney  or 

substitute  or  substitutes  shall  lawfully  do  by  virtue  hereof. 
Dated 19 


In  Presence  of 


Form  No.  11. 

Acknowledgment  on  a  Detached  Assignment  ma'de  by  an  Indi- 
vidual. 

State  of 

Oaunty  of 

ss. 

On    this day    of 

19 before  me,  a  Notary  Public  for  the  County  of 

personally    came 

to  me  known  to  be  the  individual  named  in 

the  annexed  Certificate  of  Stock  (or  Bond)  and  described  in  and  who 
executed  the  foregoing  Instrument,  and  acknowledged  to  me  that  he 
executed  the  same. 


Form  No.  12. 

Acknowledgment   on    a    Detached    Assignment    executed   by   a 
Firm. 

State  of 

County  of 

On    this day    of 

19 before  me  a  Notary  Public  for  the  County  of 

personally     appeared 

to  me  known  and  known  to  me  to  be  one  of  the  firm  of 

named  in  the  annexed  Certificate  of 

Stock  (or  Bond)  and  described  in  and  who  executed  the  foregoing 
Instrument,  and  acknowledged  that  he  executed  the  same  as  the  act 
and  deed  of  said  firm. 


seal  

If  used  for  a  firm  that  has  dissolved,  see  instructions  in  Form  No.  3. 

INTEREST  PAYING  BONDS 
RULES  FOR  DEALING 

In  settlement  of  Contracts  in  INTEREST  PAYING  BONDS  the 
interest  shall  be  computed  to  the  day  of  maturity  of  contract  on  regular 
sales  or  on  sales  at  three  days,  at  the  rate  specified  in  the  bond ;  and  on 
tiine  option  contracts,  interest  specified  in  the  bond  shall  be  computed 
to  include  the  day  of  sale,  and  thereafter  at  the  rate  of  interest  agreed 
upon. 

Contracts  made  after  default  in  payment  of  interest  and  during 
continuance  of  default  shall  be  "flat." 
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Bonds  upon  which  the  interest  is  in  default  shall  carry  all  unpaid 
coupons. 

Registered  Bonds  will  not  sell  "ex-interest"  on  the  day  the  books 
close  for  payment  of  interest.  In  settlement  of  Contracts  in  Interest 
Paying  Registered  Bonds,  interest  must  be  added  to  the  date  of  the 
maturity  of  Contract,  and  a  Due  Bill,  signed  by  the  party  in  whose 
name  the  bond  stands,  for  the  full  amount  of  the  interest  to  be  paid  by 
the  Company,  must  accompany  the  bond  until  interest  is  paid ;  the  Due 
Bill  issued  by  a  non-member  must  be  paid  when  due  by  the  Exchange 
member  or  firm  guaranteeing  it. 

On  a  Contract  in  Interest  Paying  Bonds  "Seller's  or  Buyer's  Option" 
at  a  rate  agreed  upon  (as  Seller  or  Buyer  20,  2  per  cent.),  the  interest 
specified  in  the  bond  shall  be  computed  to  and  including  the  day  of 
sale;  and  thereafter  interest  at  the  agreed  rate  shall  be  computed  on 
the  Contract  price  plus  accrued  interest.  An  agreed  rate  of  interest 
must  be  computed  for  actual  elapsed  days. 

Interest  at  the  rate  specified  in  an  Interest  Paying  Bond  must  be 
computed  on  a  basis  of  a  360-day  year ;  i.  e. : 

Every  calendar  month  is   1/12  of  360  days=30  days; 

Every  period  from  a  date  in  one  month  to  the  same  date  in  the 
following  month  is  30  days. 

Income  Bonds  must  be  dealt  in  "flat." 

October  25,   1913. 

The  Committee  on  Securities,  being  informed  that  deliveries  of 
bonds  are  sometimes  made  at  a  "flat"  price,  on  dates  when  interest  is 
due,  the   seller  having  detached,    for  collection,  the  current  coupon. 

Rules,  That  deliveries  of  bonds  on  dates  on  which  interest  is  payable 
must  carry  the  coupon  due  on  such  date,  unless  it  is  otherwise  agreed. 


APPLICATIONS  FOR  OFFICIAL  QUOTATION   OF 
STOCKS  AND  BONDS  ON  THE  NEW  YORK 
STOCK  EXCHANGE 

November  1,   1920. 

The  Committee  on  Stock  List  will  meet  Mondays  at  3:15  P.  M. 

An  application,  conforming  to  these  requirements,  signed  by  an  ex- 
ecutive officer  of  the  applying  corporation,  voting  trustees,  or  deposi- 
tary committees,  and  nine  printed  or  typewritten  copies  must  be  filed 
with  the  Secretary  of  the  Exchange  at  least  five  days  prior  to  date  set 
for  consideration. 

Applications  must  be  accompanied  by  the  required  papers  and  agree- 
ments, and  by  a  check  for  one  hundred  dollars  for  each  $1,000,000,  or 
portion  thereof,  of  each  class  of  security,  or  for  each  10,000  shares,  or 
portion  thereof,  of  stock  without  nominal  or  par  value;  checks  to  be 
drawn  to  the  order  of  "Treasurer,  New  York  Stock  Exchange."  In 
addition,  companies  making  application  are  required  to  pay  cost  of 
printing.     Printer's  bill  will  be  submitted  directly  to  the  applicant. 

An  application  for  listing  of  Governmental,  State,  County  or  Muni- 
cipal securities  should  be  signed  by  a  properly  accredited  official  or  by 
financial  representatives. 

Specimen  applications   furnished  on  request. 
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REQUIREMENTS    FOR    ORIGINAL    LISTING 

STOCK. 

Every  application  for  an  original  listing  of  capital  stock  shall  recite: 

A    Title  of  corporation. 

B  (1)  State  authorizing  incorporation;  (2)  (a)  date,  (b)  duration, 
(c)    rights. 

C  (1)  Business;  (2)  special  rights  or  privileges  granted  directors 
by  charter  or  by-laws. 

D     (1)  Whether  capital  stock  is  full  paid;   (2)  non-assessable;  and 

(3)  liability  attaching  to  shareholders. 

E  (1)  Issues  (by  classes),  dividend  rate  and  par  value;  (2)  total 
amount  of  each,  authorized  and  issued;  (3)  increases  and  authority 
therefor,  including  (a)  action  by  stockholders,  (b)  by  directors  and 
(c)  by  public  authorities,  etc. ;  (4)  amount  unissued,  (a)  options  or 
contracts  on  same,  (b)   specific  reservation  for  conversion. 

F    If  preferred  stock;   (1)  whether  cumulative  or  non-cumulative; 

(2)  preferences,  including  (a)  voting  power;  (b)  dividends;  (c)  dis- 
tribution of  assets  on  dissolution  or  merger;  (d)  redemption;  (e) 
convertibility. 

G    Voting  power  of  obligations  of  debt. 

H  (1)  Purpose  of  issue;  (2)  application  of  proceeds;  (3)  amount 
issued   for  securities,  contracts,  property ;   description  and   disposition ; 

(4)  additional  property  to  be  acquired,  with  particulars,  as  required  by 
paragraph  M. 

I  (1)  History  of  corporation;  (2)  of  predecessor,  companies,  or 
firms,  with  location  and  stock  issues;  (b)  conditions  leading  to  new 
organization. 

J  Tabulated  list  of  constituent,  subsidiary,  owned  or  controlled 
companies  showing  (a)  date  of  organization;  (b)  where  incorporated; 
(c)  duration  of  charter;  (d)  business  and  (e)  capital  stock  issues 
(by  classes),  par  value,  amount  authorized,  issued,  owned  by  parent 
company. 

K  (1)  Mortgage,  and  (2)  other  indebtedness,  (a)  date,  (b)  ma- 
turity, (c)  interest  rate,  (d)  redemption  by  sinking  fund  or  otherwise, 
(e)  amount  authorized,  and  (f)  amount  issued;  (3)  similar  informa- 
tion regarding  mortgage  and  all  indebtedness  of  constituent,  subsidiary, 
owned,  or  controlled  companies. 

L    Other   liabilities,  joint  and   several,    (1)    guaranties,    (2)    leases, 

(3)  traffic  agreements,  (4)  trackage  agreements,  (5)  rentals,  (6)  car 
trusts,  etc.,  (7)  similar  description  of  other  easements ;  (8)  terms  of 
each,  and  provision  for  payment ;  (9)  similar  information  as  to  con- 
stituent, subsidiary,  owned  or  controlled  companies. 

M  (1)  Description,  location,  nature  and  acreage  of  property,  (a) 
owned  in  fee;  (b)  controlled;  (c)  leased;  (2)  railroads,  mileage  com- 
pleted, operated  and  contemplated;  (3)  equipment;  (4)  character  of 
buildings  and  construction;  (5)  tabulated  list  of  franchises  showing  (a) 
where  granted,  (b)  date,  (c)  duration,  (d)  purpose;  (6)  timber,  fuel 
or  mining  lands,  water  rights;  (7)  similar  information  as  to  constituent, 
subsidiary,  owner  or  controlled  companies. 

N     Policy  as  to  depreciation. 

O  (1)  Character  and  amount  of  annual  output  for  preceding  fave 
years;  (2)  estimated  output  (character  and  amount)  for  current  year; 
(3)  number  of  employees. 
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P  (1)  Dividends  paid;  (2)  by  predecessor,  and  constituent,  sub- 
sidiary, owned  or  controlled  companies. 

Q  Financial  statements;  (I)  earnings  for  preceding  five  years,  if 
available;  (2)  income  account  of  recent  date  for  at  least  one  year,  if 
available;  (3)  balance  sheet  of  same  date;  (4)  similar  accountings  for 
predecessor,  constituent,  subsidiary,  owned  or  controlled  companies;  (5) 
corporations  consolidated  within  one  year  previous  to  date  of  applica- 
tion, income  account  and  balance  sheet  of  all  companies  merged  and 
balance  sheet  of  applying  corporation;  (6)  if  in  hands  of  receiver 
within  one  year  previous  to  date  of  application,  (a)  income  account 
and  balance  sheet  of  receiver  at  time  of  discharge,  and  (b)  balance 
sheet  of  company  at  close  of  receivership. 

R    Agreements  previously  mentioned. 

S     Fiscal  year. 

T  Names  of  (1)  oflicers ;  (2)  directors  (classified)  with  addresses; 
(3)  transfer  agents  and  (4)  registrars,  with  addresses. 

U     Location  of  principal  and  other  offices  of  cori)oration. 

V     Place  and  date  of  annual  meeting. 

In  addition  to  the  above,  applications  from  corporations  which  own 
or  operate  mines  must  recite : 

A     Patented  and  unpatented  claims,  by  numbers. 

B  (1)  Geological  description  of  country;  (2)  location  and  descrip- 
tion of  mineral  and  other  lands;  (3)  ore  bodies;  (4)  average  value  of 
ore;   (5)  character;  and  (6)  methods  of  treatment. 

C  History  of  workings,  (1)  results  obtained;  (2)  production  each 
year. 

D  (1)  Ore  reserves  compared  with  previous  years  showing  sepa- 
rately as  to  character  and  metal  content ;  (2)  estimate  of  engineer  as 
to  probable  life  of  mines ;   (3)  probabilities  by  further  exploration. 

E  (1)  Provisions  for  smelting  and  concentration;  (2)  cost  of  (a) 
mining,  (b)  milling  and  smelting,  (c)  transportation;  and  (3)  prox- 
imity of  property  to  railway  or  other  common  carrier. 

F  Properties  in  process  of  development;  income  account  if  avail- 
able, guaranties  for  working  capital  and  for  completion  of  development, 

G  Total  expenditures  for  preceding  five  years  for  acquisition  of 
new  property,  development,  proportion  charged  to  operations  each  year. 

H  (1)  Policy  as  to  depletion;  (2)  acquisition  of  new  property; 
(3)  new  construction  and  development. 

I  Annual  reports  for  preceding  five  years,  showing  number  of  tons 
of  ore  treated,  average  assay,  yield,  percentage  of  extraction,  recovery 
per  ton  of  ore. 

In  addition  to  the  above,  applications  from  corporations  which  own 
or  operate  oil  and  gas  wells  must  recite: 

A     (1)  Brief  history  of  oil  field;   (2)  character  and  gravity  of  oil. 

B  (1)  Total  area  of  oil  land  (developed  and  undeveloped),  (a) 
owned,  (b)  leased,  (c)  controlled,  (d)  proven,  (e)  under  exploitation, 
(f)   royalties. 

C  (1)  Number  of  wells  (oil  or  gas)  on  each  property,  (a)  in 
operation,  (b)  drilling,  (c)  contemplated;  (2)  average  depth  of  wells 
drilled  (a)  shallowest,  (b)  deepest,  (c)  probable  life;  (3)  whether  oil 
sands  are  dipping. 

D  (1)  Gross  daily  production — initial  and  present;  (2)  annual 
gross  production  from  each  property  for  past  five  years;  if  available; 
(3)   estimated  output  for  current  year. 
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E  (1)  Storage,  capacity  and  location;  (2)  (a)  amount  of  oil 
stored,  (b)  character,  (c)  value,  (3)  pipe  line,  (a)  gauge,  (b)  capacity, 
(c)  mileage. 

F  (1)  Refineries,  (a)  capacity,  (b)  acreage,  (c)  employees,  (d) 
products  and  by-products. 

G  Properties  in  process  of  development,  income  account  if  avail- 
able, guaranties  for  working  capital  and  for  completion  of  development. 

H  Total  expenditures  for  preceding  five  years  for  acquisition  of 
new  property,  well  drilling  and  development,  proportion  charged  to 
operations  each  year. 

I  (1)  Policy  as  to  depletion;  (2)  acquisition;  and  (3)  develop- 
ment of  new  properties. 

BONDS. 

An  application  for  an  original  listing  of  bonds  shall  recite  all  in- 
formation required  for  listing  stock,  and 

A  (1)  Amount,  denominations  and  numbers;  (2)  full  title;  (3) 
amount  authorized  and  outstanding,  authority  therefor,  including  (a) 
action  by  stockholders,  (b)  directors,  and  (c)  public  authorities,  etc.; 
(4)  whether  bonds  are  coupon  (registerable  as  to  principal)  or  reg- 
istered, interchangeable  or  exchangeable;  (5)  exdhangeability  or  con- 
vertibility into  other  securities,  and  terms. 

B     Names  and  addresses  of  trustees. 

C  (1)  Date  of  issue  and  maturity;  (2)  interest  rate;  (3)  places 
at,  and  dates  for  payment  of  interest  and  principal;  (4)  where  reg- 
isterable or  transferable;  (5)  kind  and  standard  of  money,  and  options; 
(6)  tax  exemption;  (7)  whether  redeemable  or  purchasable  in  whole 
or  part,  showing  (a)  dates,  (b)  price,  (c)  duration  of  published  notice. 

D  Provisions  for  declaration  of  principal  due  and  payable  in  event 
of  default  of  payment  of  interest,  or  other  defaults,  and  waiver;  per- 
centage of  outstanding  bonds  controlling  trustee. 

E  Purpose  of  issue  and  application  of  proceeds,  similar  to  that 
called  for  by  Paragraph  H  of  the  Requirements  for  Listing  Stock; 
provisions  as  to  additional  issue. 

F  Disposition  of  bonds  refunded,  redeemed  or  purchased  for  sink- 
ing fund,  and  mortgage  securing  same. 

G  Mortgage  or  indenture  provisions  for  (1)  serial  issues;  (2) 
values  in  United  States  gold  coin;  (3)  issuance  in  foreign  languages 
and  (4)  that  the  English  version  governs ;  (5)  terms  of  exchangeability 
of  bonds  payable  in  foreign  places  for  bonds  payable  in  United  States 
or  vice  versa. 

H  (1)  Security — Mortgage,  indenture  of  trust,  or  other  agreement; 
and,  (2)  liens;  (a)  properties  covered,  (b)  mileage  of  railway  lines, 
(c)  buildings,  (d)  equipment,  (e)  securities,  (f)  rights,  (g)  privileges; 
(h)  titles,  (i)  franchises,  (j)  leases,  etc.;  (3)  other  liens  covering 
same  or  any  part  of  same  properties,  (4)  guaranty  and  terms. 

I     Any  unusual  additions  or  limitations. 

REQUIREMENTS  FOR  LISTING  OF  ADDITIONAL 
AMOUNTS. 

Refer  to  previous  applications  and  last  application  by  number  and 
date;  and  recite: 
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A     Title  of  corporation  and  name  of  State  authorizing  incorporation. 

B  (1)  Securities  applied  for;  (2)  amounts  authorized;  (3)  au- 
thority for  issue,  including  (a)  action  by  stockholders,  (b)  by  direc- 
tors and  (c)  by  public  authorities,  etc. 

C  (1)  Purposes  of  issue;  (2)  application  of  proceeds;  (3)  amount, 
description  and  disposition  of  securities  exchanged  for  new  issues ;  (4) 
additional  property  acquired  or  to  be  acquired,  with  particulars  as  re- 
quired by  paragraph  M  of  the  Requirements  for  Listing  Stock. 

D  (1)  Dividends;  (2)  also  by  constituent,  subsidiary,  owned  or 
controlled  companies,  since  previous  application. 

E  Changes,  if  any,  in  (1)  charter,  (2)  by-laws,  or  (3)  capitaliza- 
tion. 

F  Details  as  to  property  acquired  and  property  disposed  of,  since 
last  application. 

G  (1)  Character  and  amount  of  output  since  last  application;  (2) 
estimated  output  (character  and  amount)  for  current  year;  (3)  num- 
ber of  employees. 

H  Income  account  and  balance  sheet  of  recent  date,  also  for  con- 
stituent, subsidiary  owned  or  controlled  companies  or  a  consolidated 
income  account  and  a  consolidated  balance  sheet. 

I  Names  of  officials,  location  of  offices,  place  and  date  of  annual 
meeting,  fiscal  year,  as  covered  by  Paragraphs  S,  T,  U,  V,  of  Require- 
ments for  Listing  Stock. 

(Note:  "When  a  corporation  purposes  to  increase  its  authorized 
capital  stock,  thirty  days'  notice  of  such  proposed  increase  must  be 
officially  given  to  the  Exchange,  before  such  increase  may  be  admitted 
to  dealings.") 

(Note:  "When  the  capital  stock  of  a  corporation  is  increased 
through  conversion  of  convertible  bonds  already  listed,  the  issuing  cor- 
poration shall  give  immediate  notice  to  the  Exchange  and  the  Com- 
mittee on  Stock  List  may,  thereupon,  authorize  the  registration  of  such 
shares  and  add  them  to  the  list.") 

REQUIREMENTS   FOR   LISTING    OF   CERTIFICATES    OP 

DEPOSIT,   VOTING   TRUST   OR   STOCK   TRUST 

CERTIFICATES,   ETC. 

Every  application  for  the  listing  of  certificates  of  deposit,  voting 
trust  or  stock  trust  certificates,  etc.,  shall  recite : 

A  (1)  Name  of  applicant;  (2)  amount  applied  for;  (3)  additional 
amounts  to  be  listed;  (4)  depositary,  (5)  security  deposited;  (6) 
whether  listed;  (7)  registrar. 

Applications  for  each  class  of  deposited  securities  shall  be  separate 
and  certificates  issued  of  distinctive  colors. 

B  (1)  Date  of  agreement;  (2)  names  of  committee,  or  voting 
trustees;  (3)  terms  of  trust;  (4)  powers  and  duties  of  committee, 
trustees,  or  depositary. 

C     Reasons  for  deposit. 

D  (1)  Duration  of  trust  or  deposit;  (2)  extensions  or  limitations; 
(3)  final  date  of  deposits ;  (4)  provision  for  deposits  without  penalty 
for  approximately  thirty  days  after  listing,  or  if  no  time  limit  for 
deposit  of  securities  without  penalty,  is  fixed,  an  agreement  that  ap- 
proximately thirty  days'  notice  of  such  limitation  of  time  shall  be  pub- 
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lished  and  given  to  the  Stock  Exchange;  (5)  date  of  presentation  of 
plan;  (6)  provisions  for  dissent  and  withdraw^al ;  (7)  percentage  neces- 
sary to  adoption;  (8)  pro  rata  charges;  (9)  provisions  for  return  of 
securities  (or  equivalent)  ;  (10)  provision  for  payment  of  interest,  divi- 
dends, etc. 

E  Agreement  to  deliver  definitive  securities  at  termination  of  Vot- 
ing Trust  or  Voting  Trust  to  be  extended. 

F    Agreement  to  have  definitive  securities  listed. 

(Note:  Applications  to  list  voting  trust  or  stock  trust  certificates 
and  certificates  of  deposit  for  securities  not  a  delivery  on  the  Stock 
Exchange,  must,  in  addition,  comply  with  the  Requirements  for  Listing 
Stock. 

PAPERS  TO  BE  FILED   WITH   APPLICATIONS. 

In  addition  to  application  for  listing,  the  following  papers  must  be 
filed: 

For  Stocks: 

1  Ten  copies  of  charter,  with  amendments  to  date,  one  copy  at- 
tested by  proper  public  authority. 

2  Ten  copies  of  by-laws,  with  amendments  to  date,  one  copy  at- 
tested by  an  executive  officer  of  corporation. 

3  Ten  copies  of  leases,  franchises,  easements  and  special  agree- 
ments, one  copy  of  each  attested  by  an  executive  officer  of  corporation. 

4  One  copy  of  resolutions  of  stockholders  and  directors  and  copy 
of  proper  public  authority  authorizing  issue,  each  attested  by  an  execu- 
tive officer  of  corporation. 

5  One  copy  of  resolutions  of  stockholders  or  directors,  and  copy 
of  proper  public  authority,  authorizing  issue  of  stock  on  conversion  iot 
other  securities,  attested  by  an  executive  officer  of  corporation. 

6  One  copy  of  resolutions  of  stockholders  or  directors  directing 
specific  reservation  of  authorized  stock  for  conversion,  attested  by  an 
executive  officer  of  corporation. 

7  One  copy  of  resolutions  of  stockholders,  board  of  directors  or 
executive  committee,  attested  by  an  executive  officer  of  corporation, 
authorizing,  by  name,  official  to  appear  for  listing  securities  (form  may 
be  had  on  application). 

8  Opinion  of  counsel  (not  an  officer  or  director  of  the  corporation) 
as  to  legality  of  (a)  organization,  (b)  authorization,  (c)  issue,  and 
(d)  validity  of  securities.  The  Committee  will  not  accept  the  opinion 
of  an  officer  or  director  of  an  applying  corporation  nor  of  a  firm  in 
which  the  officer  or  director  is  a  member,  as  counsel  on  any  legal 
question  affecting  the  corporation;  nor  will  it  accept  the  opinion  of  an 
officer  or  director  of  a  guarantor  corporation,  nor  of  a  firm  in  which 
the  officer  or  director  is  a  member,  on  any  legal  question  affecting 
the  issuance  of  guaranteed  securities. 

9  Detailed  distribution  of  securities  and  five  copies  (form  may  be 
had  on  application). 

10  One  copy  of  resolution  appointing  transfer  agent  and  registrar, 
attested  by  an  executive  officer  of  corporation. 

11  Certificate  of  registrar  of  amount  of  securities  registered  at 
date  of  application. 
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12  Report  of  qualified  engineer  covering  actual  physical  condition 
of  property  at  recent  date. 

13  Map  of  property  and  contemplated  extensions. 

14  Specimens  of  all  securities  to  be  listed. 

15  Questionnaire. 

For  Bonds: 

16  All  papers  required  for  listing  stocks  and  also  ten  copies  of  the 
mortgage  or  indenture,  one  copy  (a)  certified  to  by  trustee,  (b)  with 
copies   of   all   certificates   of   proper   recording. 

17  Trustees'  certificate  required. 

18  One  copy  of  resolutions  of  stockholders  or  directors,  and  copy 
of  proper  public  authority,  authorizing  issue  of  stock  on  conversion  of 
bonds,  attested  by  an  executive  officer  of  corporation. 

19  One  copy  of  resolution  of  stockholders  or  directors  directing 
specific  reservation  of  authorized  stock  for  conversion,  attested  by  an 
executive  officer  of  corporation. 

20  Certificate  of  disposition  of  securities  redeemed  or  refunded. 

21  Certificate  as  to  collateral  deposited. 

22  Certified  copy  of  release  or  satisfaction  of  underlying  mortgages. 

For  Securities  of  Reorganized  Corporations: 

1  All  papers  required  above  for  listing  stocks  and  bonds.  Opinion 
of  counsel  shall  state  that  proceedings  have  been  in  conformity  with 
legal  requirements,  that  title  to  property  is  vested  in  new  corporation 
and  is  free  and  clear  from  all  liens  and  incumbrances,  except  as  dis- 
tinctly specified ;  and  also  as  to  equities  of  securities  of  predecessor 
corporation. 

2  Certified  order  of  court  confirming  sale  on  foreclosure  or  other 
authority  for  reorganization. 

3  Certified  copy  of  plan  of  reorganization. 

4  Income  account;  balance  sheet  at  close  of  receivership,  if  avail- 
able. 

5  Balance  sheet  at  date  of  organization. 

For  Additional  Amounts: 

1  Nos.  4,  5,  6,  7,  8,  9,  11,  of  papers  required  for  original  listings. 

2  Nos.  1,  2,  3,  10,  12,  of  said  papers  for  stock,  if  any  changes 
have  occurred  therein  since  last  listing. 

3  Nos.  15,  16,  17,  18,  19,  20,  21,  of  said  papers  for  bonds,  if  any 
changes  have  occurred  therein  since  last  listing. 

4  Certified  copy  of  proper  public  authority  for  increase. 

For  Certificates  of  Deposit,  Voting  Trust,  etc.: 

1  Papers  required  above  for  listing  stocks  or  bonds. 

2  Certified  copies  of  any  legal  proceedings  and  court  orders. 

3  Ten  copies  of  deposit  or  trust  agreement,  one  certified  to  by 
proper  authority. 

4  Ten  copies  of  circulars,  issued  by  trustees  or  committee,  one 
certified  to  by  proper  authority. 

5  Amounts  deposited. 

6  Detailed  distribution  (form  may  be  had  on  application). 
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AGREEMENTS. 

To  be  made  part  of  all  applications : 

1  Not  to  dispose  of  its  stock  interest  in  any  constituent,  subsidiary, 
owned  or  controlled  company,  to  allow  any  of  said  constituent,  sub- 
sidiary, owned  or  controlled  companies  to  dispose  of  stock  interests  in 
other  companies  unless  for  retirement  and  cancellation,  except  under 
existing  authority  or  on  direct  authorization  of  stockholders  of  the 
company  holding  the  said  companies. 

2  To  publish  at  least  once  in  each  year  and  submit  to  the  stock- 
holders, at  least  fifteen  days  in  advance  of  the  annual  meeting  of  the 
corporation,  a  statement  of  its  physical  and  financial  condition,  an 
income  account  covering  the  previous  fiscal  year,  and  a  balance  sheet 
showing  assets  and  liabilities  at  the  end  of  the  year ;  also  annually 
an  income  account  and  balance  sheet  of  all  constituent,  subsidiary, 
owned  or  controlled  companies ;  or  a  consolidated  income  account  and 
a  consolidated  balance  sheet. 

3  To  maintain,  in  accordance  with  the  rules  of  the  Stock  Exchange, 
a  transfer  office  or  agency  in  the  Borough  of  Manhattan,  City  of  New 
York,  -where  all  listed  securities  shall  be  directly  transferable,  and  the 
principal  of  all  listed  securities  with  interest  or  dividends  thereon  shall 
be  payable;  also  a  registry  office  in  the  Borough  of  Manhattan,  City 
of  New  York,  other  than  its  transfer  office  or  agency  in  said  city, 
where  all  listed  securities  shall  be  registered. 

4  Not  to  make  any  change  in  listed  securities,  of  a  transfer  agency 
or  of  a  registrar  of  its  stock,  or  of  a  trustee  of  its  bonds  or  other 
securities,  without  the  approval  of  the  Committee  on  Stock  List,  and 
not  to  select  as  a  trustee  an  officer  or  director  of  the  company. 

5  To  notify  the  Stock  Exchange  in  the  event  of  the  issuance  of  any 
rights  or  subscriptions  to  or  allotments  of  its  securities  and  afford  the 
holders  of  listed  securities  a  proper  period  within  which  to  record  their 
interests  after  authorization,  and  that  all  rights,  subscriptions  or  allot- 
ments shall  be  transferable,  payable  and  deliverable  in  the  Borough  of 
Manhattan,  City  of  New  York. 

6  To  notify  the  Stock  Exchange  of  the  issuance  of  additional 
amounts  of  listed  securities,  and  make  immediate  application  for  the 
listing  thereof. 

7  To  publish  promptly  to  holders  of  bonds  and  stocks  any  action 
in  respect  to  interest  on  bonds,  dividends  on  shares,  or  allotment  of 
rights  for  subscription  to  securities,  notices  thereof  to  be  sent  to  the 
Stock  Exchange,  and  to  give  the  Stock  Exchange  at  least  ten  days' 
notice  in  advance  of  the  closing  of  the  transfer  books  or  extensions,  or 
the  taking  of  a  record  of  holders  for  any  purpose. 

8  To  redeem  preferred  stock  in  accordance  with  the  requirements 
of  the  Stock  Exchange. 

9  To  notify  the  Stock  Exchange  if  deposited  collateral  is  changed 
or  removed. 

10  To  have  on  hand  at  all  times  a  sufficient  supply  of  certificates 
to  meet  the  demands  for  transfer. 

The  Committee  recommends  a  date  to  be  fixed  as  record  for  divi- 
dends, allotment  of  rights  and  stockholders'  meetings,  without  closing 
the  transfer  books. 
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Notice  of   rights,   allotments,   subscription   privileges,   etc.,   to  bond- 
holders and  shareholders,  should  be  as  of  a  date  after  authorization. 
Forms  for  warrants  may  be  had  on  application. 

TRUSTEES  OF  MORTGAGES. 

The  Committee  recommends  that  a  trust  company  or  other  finan- 
cial corporation  be  appointed  trustee  of  mortgages,  indentures,  and 
deeds  of  trust;  and  when  a  State  law  requires  the  appointment  of  an 
individual  as  trustee,  a  trust  company  or  other  financial  corporation  be 
appointed  as  co-trustee. 

Each  mortgage,  indenture,  or  deed  of  trust  should  be  represented 
by  a  separate  trustee. 

The  Committee  will  not  accept  as  trustee : 

(a)  An  officer  or  director  of  the  issuing  corporation; 

(b)  A  corporation  in  which  an  officer  of  the  issuing  corporation 
is  an  executive  officer. 

The  trustee  shall  present  a  certificate  accepting  the  trust  and  cer- 
tifying (1)  securities  are  issued  under  the  terms  of  the  mortgage  or 
indenture,  giving  the  numbers  and  amount  certified;  (2)  collateral  is 
deposited;  (3)  disposition  of  prior  obligations.  For  additional  issues  of 
bonds,  the  trustee  must  certify  that  (1)  increase  is  in  conformity  with 
terms  of  mortgage  or  indenture;  (2)  additional  collateral  deposited; 
and   (4)   disposition  of  prior  obligations. 

The  company  and  trustee  shall  notify  the  Stock  Exchange  of  the 
holding,  cancellation,  or  retirement  of  securities,  by  redemption,  through 
the  operation  of  sinking  fund  or  otherwise. 

The  trustee  must  notify  the  Stock  Exchange  if  deposited  collateral 
is  changed  or  removed,  and  furnish  a  list  of  collateral  substituted. 

Change  of  trustee  shall  not  be  made  without  the  approval  of  the 
committee. 

TRANSFER  AND  REGISTRY. 

Every  corporation  whose  securities  are  listed  upon  the  Stock  Ex- 
change must,  in  accordance  with  the  rules  of  the  Exchange,  maintain 
(a)  a  transfer  office  and  (b)  a  registry  office,  both  in  the  Borough  of 
Manhattan,  City  of  New  York.  The  transfer  agency  and  registrar  shall 
not  be  identical,  and  both  must  be  acceptable  to  the  Committee.  A 
company  cannot  act  as  registrar  of  its  own  stock. 

Where  a  stock  is  transferred  at  the  company's  office,  the  transfer 
agent  or  transfer  clerk  shall  be  appointed  by  specific  authority  of  the 
board  of  directors  to  countersign  certificates,  in  said  capacity,  and  shall 
be  other  than  an  officer  who  is  authorized  to  sign  certificates  of  stock. 

The  entire  amount  of  the  capital  stock  of  a  corporation  listed  upon 
the  Stock  Exchange  must  be  directly  transferable  at  the  transfer  office 
of  the  corporation  in  the  Borough  of  Manhattan,  City  of  New  York. 
When  a  corporation  makes  transfer  of  its  shares  in  other  cities,  cer- 
tificates shall  be  interchangeable,  and  identical  in  color  and  form,  with 
the  New  York  Certificates,  except  as  to  names  of  transfer  agent  and 
registrar;  and  the  combined  amounts  of  stocks  registered  in  all  cities 
shall  not  exceed  the  amount  authorized  to  be  listed. 
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Interchangeable  certificates  must  bear  a  legend  reciting  the  right  of 
transfer  in  New  York  and  other  cities. 

The  registrar  must  file  with  the  Secretary  of  the  Stock  Exchange 
an  agreement  to  comply  with  the  requirements  in  regard  to  registration 
and  not  to  register  any  listed  stock,  or  any  increase  thereof,  until 
authorized  by  the  Committee. 

Certifications  of  registry  must  be  dated  and  signed  by  an  authorized 
officer  of  the  registrar. 

A  change  in  the  form  of  a  security,  of  a  transfer  agency,  or  of  a 
registrar,  shall  not  be  made  without  the  approval  of  the  Committee. 

FORMS   OF   CERTIFICATES,   ENGRAVING,   ETC. 
GENERAL  REQUIREMENTS. 

(Sec   Specific   Requirements  below.) 

All  securities  for  which  listing  upon  the  Exchange  is  requested,  ex- 
cept as  otherwise  herein  stated  must  be  engraved  and  printed  in  a 
manner  satisfactory  to  the  Committee  from  at  least  two  steel  plates  by 
an  engraving  company  whose  work  the  Committee  is  authorized  by  the 
Governing  Committee  to  pass  upon ;  the  name  of  the  engraving  com- 
pany must  appear  upon  the  face  of  all  securities  and  also  upon  the  face 
of  coupons  and  the  title  panel  of  each  bond.  Securities  must  bear  a 
vignette  upon  their  face. 

Said  plates  shall  be:  (1)  A  border  and  tint  plate  from  which 
should  be  made  a  printing  in  color  underlying  important  portions  of  the 
face  printing ;  (2)  A  face  plate  containing  the  vignettes  and  descrip- 
tive or  promissory  portion  of  the  document,  which  should  be  printed 
in  black  or  in  black  mixed  with  a  color.  The  combined  effect  of  the 
impression  from  these  plates  must  be  as  effectual  security  as  possible 
against  counterfeiting. 

The  printing  of  securities  should  be  in  distinctive  colors,  to  make 
classes  and  denominations  readily  distinguishable. 

All  certificates,  except  as  otherwise  stated  herein,  must  provide  for 
transfer  and  for  registration  with  dates;  when  a  corporation  makes 
transfers  of  its  shares  in  other  cities,  certificates  shall  be  identical  in 
color  and  form,  with  the  New  York  certificates,  except  as  to  names 
of  transfer  agent  and  registrar ;  interchangeable  certificates  must  bear 
a  legend  reciting  the  right  of  transfer  in  New  York  and  other  cities. 

The  Committee  recommends  that  the  text  of  securities  shall  provide 
for  transfer,  in  person  or  by  duly  authorized  attorney,  upon  surrender 
of  the  security  properly  endorsed. 

A  change  in  the  form  of  a  security,  transfer  agency,  registrar,  or 
trustee  of  bonds,  shall  not  be  made  without  the  approval  of  the  Com- 
mittee. 

The  Committee  will  object  to  any  security  upon  which  an  impress 
is  made  by  a  hand  stamp,  except  for  a  date  or  power  of  substitution. 

Bonds. 

(In  addition  to  the  General  Requirements  above  outlined,  the  follow- 
ing apply  specifically  to  bonds.) 
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All  bonds  must  be  fully  engraved  and  printed  in  a  manner  satis- 
factory to  the  Committee ;  face  of  bonds  and  coupons  must  bear  a 
vignette. 

The  text  of  bonds  should  recite  conditions  of  issuance,  terms  of 
redemption,  by  sinking  fund  or  otherwise,  convertibility  default,  inter- 
changeability  or  exchangeability  of  coupon  and  registered  bonds,  and 
conversion  into  other  securities. 

Bonds,  in  the  text  and  on  the  reverse  must  recite  payment  of  prin- 
cipal and  interest  and  transfer  and  registration  in  the  Borough  of 
Manhattan,  City  of  New  York.  Coupons  must  recite  payment  of  in- 
terest in  the  Borough  of  Manhattan,  City  of  New  York. 

Registered  bonds  must  carry  a  power  of  assignment  in  such  form 
as  the  Committee  may  approve. 

The  Committee  recommends  that  registered  bonds  be  made  inter- 
changeable with  coupon  bonds. 

Registered  bonds  interchangeable  with  coupon  bonds  and  coupon 
bonds  exchangeable  for  fully  registered  bonds  shall  bear  a  legend  re- 
citing the  fact. 

Coupon  bonds  issued  in  denominations  of  less  than  $1,000  should 
provide  for  exchangeability  into  coupon  bonds  of  $1,000,  the  smaller 
bonds  to  bear  a  legend  reciting  such  privilege. 

Registered  bonds  made  such  by  detaching  coupon  sheets  are  not 
eligible  for  listing. 

Forms  of  Legends  for  Bonds. 

For  a  coupon  bond  of  a  thousand  dollars  exchangeable  for  coupon  bonds 
of  smaller  denominations : 

"The  holder  of  this  bond  may,  at  his  option,  on  surrender 
and  cancellation  and  on  payment  of  charges,  as  provided  in  the 
indenture,  receive  in  exchange  coupon  bonds  of  this  issue  for  an 

amount  aggregating  $1,000  in  denominations  of  $ 

of  numbers  not  contemporaneously  outstanding." 
For   coupon  bonds   of   smaller   denominations   exchangeable    for   a  $500 
or  a  $1,000  coupon  bond: 

"The  holder  of  this  bond  may,  at  his  option,  on  surrender 
and  cancellation  of  this  bond  and  others  of  the  same  issue  aggre- 
gating $500  or  $1,000  and  on  payment  of  charges,  as  provided 
in  the  indenture,  receive  in  exchange  a  coupon  bond  of  this 
issue  of  a  number  not  contemporaneously  outstanding,  for  the 
amount  aggregated."  ^^ 

For  registered  bond(s)  issued  for  coupon  bond(s)  of  denomination(s) 
of  less   than   $1,000: 

"This  bond  is  issued  in  exchange  for  coupon  bond(s)  of  this 

issue  numbered in   denominations   of 

$ not  contemporaneously  outstanding,  aggregat- 
ing the  face  value  hereof  and  coupon  bond(s)  of  this  issue  bear- 
ing the  said  number (s)  and  of  the  same  denomination (s)  will 
be  issued  in  exchange  for  this  bond  upon  surrender,  cancellation 
and  payment  of  charges  provided  in  the  indenture." 
For  registered  bond(s)  issued  for  $1,000  coupon  bond(s)  : 

"This  bond  is  issued  in  exchange  for  coupon  bond(s)  of 
this  issue  numbered for  $1,000  (each),  not 
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contemporaneously  outstanding,  and  coupon  bond(s)  of  this  issue 
bearing  the  said  number  (s)  will  be  issued  in  exchange  for  this 
bond  upon  surrender,  cancellation  and  payment  of  charges  pro- 
vided in  the  indenture." 

Stock. 

(In  addition  to  the  above  General  Requirements,  the  following  apply 
specifically  to  stock  certificates.) 

The  border  and  tin  plate  for  one-hundred  share  certificates  of  stock 
shall  have  said  denomination  engraved  thereon  in  words  and  figures; 
the  plates  for  smaller  amounts  shall  bear  some  engraved  device  where- 
by the  exact  denomination  of  the  certificate  may  be  distinctly  desig- 
nated by  perforation ;  also  conspicuously  upon  the  face  "Certificate  for 
less  than  one  hundred  shares." 

Certificates  for  every  class  of  stock  shall  recite  preferences  of  all 
classes. 

Certificates  of  stock  should  recite  (1)  ownership;  (2)  par  value; 
(3)  whether  shares  are  full  paid  and  (4)  non-assessable;  (5)  prefer- 
ence as  to  dividends ;  (6)  distribution  of  assets  upon  dissolution  or 
merger;  (7)  terms  of  redemption;  (8)  convertibility;  (9)  voting 
power,  or  (10)  other  privilege;  and  (11)  must  bear  the  following 
legend : 

This  certificate  is  not  valid  until  countersigned  by  the  transfer  agent, 
and  registered  by  the  registrar. 

The  following  form  is  required  upon  the  reverse  of  a  certificate 
of  stock: 

For  value  received hereby  sell,  assign 

and   transfer   unto 

shares 

of  the  *capital  stock  represented  by  the  within 
certificate  and  do  hereby  irrevocably  constitute  and 

appoint     

attorney 

to  transfer  the  said  stock  on  the  books  of  the 
withir  named  company  with  full  power  of  substi- 
tution in  the  premises. 

Dated.... ^ 19 


In  presence  of 


*0n  certificates  without  nominal  or  par  value  the  word 
"capital"  may  be  omitted. 
Notice :     The    signature    to    this    assignment    must    correspond    with 
the  name  as  written  upon  the  face  of  the  certificate  in  every  particu- 
lar without  alteration  or  enlargement,  or  any  change  whatever. 

Certificates  of  Deposit,  Voting  Trust   Certificates,  etc. 

In  addition  to  the  General  Requirements  above  outlined,  certificates 
of  deposit  and  voting  trust  certificates  must  conform  in  everv  particu- 
lar to  the  Specific  Requirements  as  to  stock  certificates,  except  that 
the  descriptive  portion  of  a  certificate  of  deposit  may  be  typed,  satis- 
factorily to  the   Committee. 
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Temporary  Securities  or  Subscription  Receipts. 

Temporar^v  securities  or  subscription  receipts  must  conform  to  the 
General  Requirements  above  outlined  and  to  the  Specific  Requirements 
as  to  stock  certificates,  except  that  the  text  may  be  typed  satisfactorily 
to  the  Committee. 

REMOVALS  OR  SUSPENSIONS  IN  DEALINGS  OF 
LISTED  SECURITIES. 

Whenever  it  shall  appear  that  the  outstanding  amount  of  any  secu- 
rity listed  upon  the  Stock  Exchange  has  become  so  reduced  as  to  make 
inadvisable  further  dealings  therein,  the  Committee  may  direct  that 
such  security  be  removed  from  the  list  and  further  dealings  therein 
prohibited. 

"The  Governing  Committee  may  suspend  dealings  in  the  securities 
of  any  corporation  previously  admitted  to  quotation  upon  the  Exchange, 
or  it  may  summarily  remove  any  securities  from  the  list." 

E.  V.  D.  COX,  Secretary.        ROBERT  GIBSON,  Chairman. 


NEW  YORK  CURB  MARKET 

This  stock  market  is  held  on  Broad  Street,  near  to  the 
Stock  Exchange.  The  market  gets  its  name  of  "Curb  Mar- 
ket" from  being  held  (in  theory)  on  the  curb  of  the  side- 
walk, but  the  numbers  of  the  brokers  are  so  large  that  they 
crowd  the  whole  of  the  street  for  a  distance  of  about  sixty 
feet.  However  severe  the  weather  may  be,  the  brokers  do 
their  business  in  the  open  street,  every  day  from  10  a.  m.  to 
3  p.  m.,  except  Saturdays,  when  the  market  closes  at  12 
noon.  Rain  or  snow  does  not  stop  the  dealings.  The  brok- 
ers protect  themselves  in  bad  weather  by  wearing  clothing 
suited  to  a  stormy  sea  voyage  or  a  trip  to  the  North  Pole. 

There  are  fixed  places  in  the  street  where  the  brokers 
in  certain  securities  meet,  and  the  methods  of  dealing  are 
on  the  same  lines  as  those  used  on  the  Stock  Exchange. 

In  order  to  provide  rapid  communication  with  the  offices 
of  the  brokers,  the  windows  of  the  buildings  overlooking 
the  curb  market  are  fitted  as  telephone  booths.  Each  win- 
dow is  divided  into  two  sections ;  the  telephone  clerk  at  the 
lower  section  has  just  enough  room  to  stand  upright.  Im- 
mediately above  his  head  is  a  shelf,  on  which  the  telephone 
clerk  of  another  brokerage  firm  lies  at  full  length. 

It  is  reported  that  the  members  of  the  New  York  Curb 
Market  Association  have  recently  acquired  a  building  site 
on  GreeuAvich  Street  and  Trinity  Place,  at  a  cost  of  about 
one  million  dollars,  on  which  it  is  planned  to  erect  a  build- 
ing which  will  be  used  as  a  covered  meeting  place.  This 
structure,  which  is  estimated  to  cost  $1,300,000,  will  permit 
the  Association  to  restrict  entrance  to  elected  members,  and 
will  thus  exclude  the  undesirable  element.  At  present,  it  is 
impossible  to  properly  control  dealings  in  the  curb  market, 
or  to  exclude  undesirable  dealers,  owing  to  the  market  being 
held  on  a  public  street. 
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The  curb  brokers  execute  orders  for  their  own  cus- 
tomers and  for  the  Stock  Exchange  firms.  Orders  are  tele- 
phoned from  the  brokers'  offices  to  the  clerks  at  the  win- 
dows. In  order  to  transmit  the  order  to  the  broker  of  the 
firm  in  the  street,  the  telephone  clerk  puts  his  head  out  of 
the  window  and  yells  his  name.  The  order  is  then  given 
by  a  code  of  signals  based  on  the  deaf-and-dumb,  or  wig- 
wag, finger  exercises. 

Each  firm  has  its  own  special  signalling  code,  which 
it  keeps  secret.  The  broker  receiving  the  order  immediately 
goes  to  that  part  of  the  street  where  he  will  find  the  dealers 
in  the  stock  which  he  wishes  to  buy  or  sell.  The  offers  and 
counter-offers  usually  result  in  a  quick  deal,  hard  bargaining 
being  the  rule.  The  transaction  is  booked  by  both  parties 
and  is  signalled  to  the  telephone  operator  at  the  window, 
who  immediately  reports  it  to  the  office. 

In  order  to  be  more  readily  picked  out  in  the  crowd,  the 
brokers  wear  all  kinds  of  startling  combinations  of  colored 
headgear. 

Comparisons  of  the  dealings  are  made  by  messengers  of 
the  sellers,  before  4  p.  m.  the  same  day,  and  deliveries  are 
made  before  2.15  p.  m.  the  following  day.  Payment  is  made 
by  cheque,  which  the  buyer's  messenger  usually  has  had 
certified  on  his  way  back  to  the  office. 

Until  recently,  the  curb  market  was  under  no  control  of 
any  kind  except  such  as  the  members  chose  to  exercise 
amongst  themselves.  There  was  no  organization,  and  any 
one  who  could  find  people  willing  to  deal  with  him  could 
begin  business  as  a  curb  broker,  with  or  without  capital. 
On  the  other  hand,  some  of  the  firms  of  curb  brokers  are 
well-established  and  have  valuable  connections  of  cus- 
tomers. The  better  class  of  curb  brokers  have  now  formed 
an  organization  under  the  title  of  the  New  York  Curb  Mar- 
ket Association.  Membership  is  entirely  voluntary.  Al- 
though it  has  its  own  rules  for  members,  based  on  those  of 
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the  Stock  Exchange,  the  Association  has  no  control  over 
the  curb  brokers  who  are  not  members. 

As  will  be  understood,  the  absence  of  restraint  permits 
market  manipulations  to  be  carried  through  on  the  curb,  at 
times,  and  customers  need  to  use  the  greatest  care  in  select- 
ing the  firm  of  curb  brokers  with  whom  they  deal.  Prob- 
ably the  safest  course  is  to  pass  the  order  through  a  Stock 
Exchange  firm,  which  will  select  a  curb  broker  known  to  be 
reliable  and  have  him  execute  the  order  for  their  account. 

The  transactions  of  the  Curb  Market  are  printed  regu- 
larly in  the  New  York  morning  and  evening  newspapers.  A 
daily  quotation  list  is  published  under  the  supervision  of  the 
New  York  Curb  Market  Association,  from  details  supplied 
by  its  reporters  in  the  street. 

Dealings  are  for  cash,  and  also  on  margins,  ranging  from 
25%  to  7^%,  furnished  either  in  cash  or  by  the  deposit  of 
stocks  or  bonds. 

Owing  to  the  Stock  Exchange  dealing  only  in  foreign 
securities  issued  in  New  York  in  dollar  currency,  the  for- 
eign government  bonds  payable  in  foreign  moneys  find  their 
market  on  the  Curb.  Canadian,  British,  French,  Belgian, 
and  Swiss  government  bonds,  payable  in  the  currencies  of 
these  countries,  are  bought  and  sold  in  considerable  quan- 
tities on  the  curb  market,  many  of  the  transactions  being 
for  the  account  of  Stock  Exchange  firms.  Some  of  these 
firms  have  their  own  representatives  on  the  Curb,  while 
others  pass  their  orders  through  firms  of  Curb  Brokers. 

One  of  the  stringent  rules  of  the  New  York  Stock  Ex- 
change is  that  securities  of  a  corporation  will  not  be  ad- 
mitted to  official  quotation,  for  dealings  on  the  Stock  Ex- 
change, unless  they  are  so  widely  distributed  as  to  ensure 
a  reasonable  quantity  of  offers  from  the  public  to  buy  and  to 
sell.  This  prevents  the  official  quotation  of  stocks  which 
are  held  by  only  a  small  number  of  stockholders.  It  also 
prevents  the  granting  of  an  official  quotation  to  new  cor- 
porations, whatever  their  merits,  until  sufficient  time  has 
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elapsed  to  get  their  securities  spread  amongst  a  large  num- 
ber of  investors.  Until  this  has  taken  place,  the  stocks  are 
traded  on  the  curb  market. 

Another  class  of  securities  quoted  there  is  that  of  cor- 
porations which  do  not  wish  to  make  the  full  disclosures  of 
their  affairs  which  are  required  by  the  Stock  Exchange 
Committee  on  Lists  before  granting  admission  to  the  quota- 
tion on  the  Stock  Exchange. 

The  Curb  Market  has  many  weaknesses,  but  its  strong- 
est claim  for  recognition  is  that  it  is  a  trial  ground  for  new 
issues,  putting  them  as  it  were  on  probation,  before  they 
are  admitted  to  dealings  on  the  Stock  Exchange. 

The  following  are  the  commission  rates  in  force  for  the 
Curb  Market  in  January,  1921 : — 


NEW  YORK  CURB  MARKET  ASSOCIATION. 

Rates  of  Commission. 

Minimum  Commission  Rates  on  Stocks  adopted  by  the  Board  of 
Representatives,  May  14,  1919,  to  go  into  effect  on  and  after  May  15, 
1919. 

Stocks 

selling 

at 

25c.    and    xinder 

50c.      " 

$1.        •• 

3.        "  " 

5.        " 


10. 

125. 

200. 


50c. 

$1.00 

3.00 

5.00 

lO.OO 

125.00 

200.00 


Give  up 
25c. 
50c. 
$1.00 
1.25 
1.25 
2.50 
3.00 


and  over.      6.25 


Clearance 
*1  per  cent. 
*1  per  cent. 
$2.00 
2.00 
2.00 
3.75 
5.00 
6.25 


Outsiders 
t2  per  cent 
t2  per  cent 
$4.00 
5.50 
7.50 
15.00 
20.00 
20.00 


Minimum    commission   $1.00   for   outsiders,   on   any   transaction   in 
securities  selling  at  $1.00  or  over. 

♦Meaning  one  per  cent,  of  amount  involved  in  the  trade. 
tMeaning  two  per  cent,  of  amount  involved  in  the  trade. 
Minimum   Commission   Rates   on   Bonds   or   Notes   adopted  by  the 
Board  of  Representatives,  September  8th,  1920,  to  go  into  effect  on  and 
after  September  9th,  1920. 

Give        Clear-        Out- 
up  ance        siders 

All   Bonds   or   Notes   having   5   years   or 

less  to  run,  per  $10,000  par  value  $2.50        $3.75        $15.00 

All   Bonds   or   Notes   having   more   than 
5  years  to  run,  per  $10,000  par  value  3.75  5.00  15.00 
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The  rates  published  are  generally  observed  by  all  the 
Curb  Brokers,  both  members  and  non-members. 

The  New  York  Curb  Market  Association  has  a  friendly 
understanding-  with  the  Stock  Exchange,  and  adopts  its 
rules  for  general  guidance. 

The  following  summarized  extracts  show  the  most  im- 
portant rules  of  the  Association  referring  to  curb  dealings. 
(The  paragraphs  in  parentheses  are  the  comments  of  the 
author.) 

RULES    OF    THE    NEW    YORK    CURB    MARKET 
ASSOCIATION. 


Special  Agreement.  Trading  or  quoting  securities  listed  and 
admitted  to  trading  on  the  New  York  Stock  Exchange  is  absolutely 
prohibited  on  the  New  York  Curb  Market. 

Police  Regulations.  Trading  outside  ropes  prohibited;  side- 
walks and  streets  must  be  kept  clear  at  all  times  for  traffic.  (This 
rule  cannot  be  observed,  because  the  brokers  fill  the  street.) 

Quantities.  All  offers  to  buy  and  sell  securities  are  for  100 
shares  of  stock  or  for  $10,000  par  value  of  bonds,  unless  otherwise 
stated.  (In  practice,  any  quantities  of  stocks  or  bonds  may  be  bought 
or  sold.    Odd  lots  are  the  rule.) 

Payments.  Certified  cheques  may  be  demanded  in  all  cases,  on 
banks  within  the  Wall  Street  district. 

Bonds.  Deliveries  must  be  by  bonds  of  not  less  than  $500  each, 
unless  otherwise  arranged  at  the  time  of  sale.  All  bonds  will  be 
quoted  "and  interest,"  unless  sold  "flat,"  and  so  compared  and  re- 
corded at  the  time  of  sale,  except  defaulted  bonds  which  must  carry 
all  unpaid  coupons.  Money  can  only  be  attached  for  missing  coupons 
by  special  agreement  at  time  of  sale. 

Delivery  by  Transfer.  The  seller  has  the  right  to  demand  pay- 
ment by  deposit  of  certified  cheque  at  the  transfer  agency,  except 
where  transfer  receipt  accompanies  the  bill. 

Mining  Stocks.  Stocks  selling  at  $2  and  over  must  be  delivered 
in  100  share  certificates,  unless  otherwise  agreed  at  the  time  of  sale. 
Stocks  selling  under  $2  may  be  delivered  in  certificates  of  1,000  shares, 
unless  otherwise  agreed. 

For  companies  having  transfer  offices  in  New  York,  Boston,  Phila- 
delphia, and  Pittsburg,  certificates  must  be  for  100  shares  or  amounts 
equal  thereto. 

Units  of  Trading.  Resolved,  that  stocks  be  divided  into  two 
Hasses,  and  that  the  units  of  trading  for  members  of  the  Association 
be  as   follows : 

Class  "A"  stocks  of  a  par  value  less  than  $5. 

Class  "B"  stocks  of  a  par  value  of  $5  or  over. 
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Selling  under    Selling  from     Selling  at 

$1  per  share      $1  to  $5  per    $5  or  over 

share  per  share 

Class   "A"    Cents  1/32  1/16 

Class   "B"    1/32  1/16  1/8 

Rules.  Where  the  "manual"  (of  the  N.  Y.  Curb  Association) 
does  not  specifically  state  a  rule,  the  same  shall  be  governed  by  the 
rules  of  the  New  York  Stock  Exchange  in  like  cases. 

Initiation  Fee.  On  and  after  February  11,  1920,  the  initiation 
fee  shall  be  $500. 

Firm  Name.  On  and  after  June  1,  1920,  no  member  shall  use 
the  words  "and  Co.,"  or  a  firm  name,  unless  he  has  one  or  more 
partners. 

Clearance.  No  member  of  any  firm,  of  which  a  member  is  a 
partner,  shall  clear  any  transaction  made  by  a  non-member. 


CONSOLIDATED  STOCK  EXCHANGE 
OF  NEVV^  YORK 

The  New  York  Stock  Exchange  and  the  Curb  Market 
Association  have  a  friendly  arrangement,  by  which  each 
has  its  own  kind  of  trading  which  does  not  interfere  with 
the  other.  The  Consolidated  Stock  Exchange,  however,  has 
no  such  arrangement,  either  with  the  Stock  Exchange  or 
the  Curb  Market  Association. 

Primarily,  the  Consolidated  Stock  Exchange  is  an  "odd 
lot"  market  for  Stock  Exchange  securities,  dealing  in  quan- 
tities of  less  than  the  regulation  100  full  share  lots,  but  it 
does  not  restrict  its  operations  to  these  transactions.  Its 
members  are  allowed  to  deal  in  options,  and  in  any  quanti- 
ties of  stocks  or  bonds  which  may  be  traded  on  the  Stock 
Exchange  or  the  Curb  Market.  It  is  also  a  market  for  cot- 
ton, grain,  sugar,  and  other  commodities,  for  firm  sales  and 
options,  although  there  are  other  and  separate  Exchanges 
for  these  products.  Cash  settlements  are  made  daily  but 
stocks  are  cleared  twice  weekly. 

The  following  are  the  rates  of  commission  charged  for 
dealings  in  stocks,  effective  from  July  25,  1919: 
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COMMISSIONS  CHARGED  BY  MEMBERS  TO  THE 

PUBLIC 

On  Railroad  and  Industrial  stocks — 

Stocks  selling  up  to  $10  per  share:  $  75^  per  100  shares. 
Stocks  selling  over  $10  per  share:  $15  per  100  shares. 
The  commission  named  may  be  divided  with  members 
of  other  exchanges,  or  with  persons  in  business  as  com- 
mission brokers. 

COMMISSIONS  CHARGED  BETWEEN  MEMBERS 

Stocks  selling  up  to  $10  per  share:  $1^  per  100  shares. 
Stocks  selling    over    $10  per  share:  $2       per  100  shares. 

Carrying  charges  between  members,  not  less  than  1/32 
of  1%. 


UNIFORM  STOCK  TRANSFER  LAW^ 


Adopted  by  the  State  Legislatures  of  Connecticut,  Illinois,  Louisiana, 
Maryland,  Massachusetts,  Michigan,  New  Jersey,  New  York,  Ohio, 
Pennsylvania,  Rhode  Island,  Tennessee,  Wisconsin. 

Section  1.  How  Title  to  Certificates  and  Shares  may  be  Trans- 
ferred. Title  to  a  certificate  and  to  the  shares  represented  thereby 
can  be  transferred  only,  (a)  By  delivery  of  the  certificate  indorsed 
either  in  blank  or  to  a  specified  person  by  the  person  appearing  by  the 
certificate  to  be  the  owner  of  the  shares  represented  thereby,  or  (b)  By 
delivery  of  the  certificate  and  a  separate  document  containing  a  written 
assignment  of  the  certificate  or  a  power  of  attorney  to  sell,  assign,  or 
transfer  the  same  or  the  shares  represented  thereby,  signed  by  the 
person  appearing  by  the  certificate  to  be  the  owner  of  the  shares  repre- 
sented thereby.  Such  assignment  or  power  of  attorney  may  be  either 
in  blank  or  to  a  specified  person.  The  provisions  of  this  section  shall 
be  applicable  although  the  charter  or  articles  of  incorporatiOii  or  code 
of  regulations  or  by-laws  of  the  corporation  issuing  the  certificate  and 
the  certificate  itself,  provide  that  the  shares  represented  thereby  shall 
be  transferable  only  on  the  books  of  the  corporation  or  shall  be  reg- 
istered by  a  registrar  or  transfered  by  a  transfer  agent. 

Section  2.  Powers  of  Those  Lacking  Full  Legal  Capacity  and 
of  Fiduciaries  not  Enlarged.  Nothing  in  this  act  shall  be  con- 
strued as  enlarging  the  powers  of  an  infant  or  other  person  lacking 
full  legal  capacity,  or  of  a  trustee,  executor  or  administrator,  or  other 
fiduciary,  to  make  a  valid  indorsement,  assignment  or  power  of  attorney. 

Section  3.  Corporation  Not  Forbidden  to  Treat  Registered 
Holder  as  Owner.  Nothing  in  this  act  shall  be  construed  as  for- 
bidding a  corporation,  (a)  To  recognize  the  exclusive  right  of  a 
person  registered  on  its  books  as  the  owner  of  shares  to  receive  divi- 
dends, and  to  vote  as  such  owner,  or  (b)  To  hold  liable  for  calls 
and  assessments  a  person  registered  on  its  books  as  the  owner  of 
shares. 

Section  4.  Title  Derived  from  Certificate  Extinguishes  Title 
Derived  from  a  Separate  Document.  The  title  of  a  transferee 
of  a  certificate  under  a  power  of  attorney  or  assignment  not  written 
upon  the  certificate,  and  the  title  of  any  person  claiming  under  such 
transferee,  shall  cease  and  determine  if,  at  any  time  prior  to  the  sur- 
render of  the  certificate  to  the  corporation  issuing  it,  another  person, 
for  value  in  good  faith,  and  without  notice  of  the  prior  transfer,  shall 
purchase  and  obtain  delivery  of  such  certificate  with  the  indorsement 
of  the  person  appearing  by  the  certificate  to  be  the  owner  thereof,  or 
shall  purchase  and  obtain  delivery  of  such  certificate  and  the  written 
assignment  or  power  of  attorney  of  such  person,  though  contained  in 
a  separate  document. 

Section  5.  Who  May  Deliver  a  Certificate.  The  delivery  of  a 
certificate  to  transfer  title  in  accordance  with  the  provisions  of  section 
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1,  is  effectual,  except  as  provided  in  section  7,  though  made  by  one 
having  no  right  of  possession  and  having  no  authority  from  the  owner 
of  the  certificate  or  from  the  person  purporting  to  transfer  the  title. 

Section  6.  Indorsement  Effectual  in  Spite  of  Fraud,  Duress, 
Mistake,  Revocation,  Death,  Incapacity  or  Lack  of  Consideration 
or  Authority,  The  indorsement  of  a  certificate  by  the  person  ap- 
pearing by  the  certificate  to  be  the  owner  of  the  shares  represented 
thereby  is  effectual,  except  as  provided  in  section  7,  though  the  indorser 
or  transferor,  (a)  was  induced  by  fraud,  duress  or  mistake,  to  make 
the  indorsement  or  delivery,  or  (b)  has  revoked  the  delivery  of  the 
certificate,  or  the  authority  given  by  the  indorsement  or  delivery  of  the 
certificate,  or  (c)  has  died  or  become  legally  incapacitated  after  the 
indorsement,  whether  before  or  after  the  delivery  of  the  certificate,  or 
(d)   has  received  no  ccn'^ideraiion. 

Section  7.  Rescission  of  Transfer.  If  the  indorsement  or  de- 
livery of  a  certificate,  (a)  was  procured  by  fraud  or  duress,  or  (b) 
was  made  under  such  mistake  as  to  make  the  indorsement  or  delivery 
inequitable;  or  if  the  delivery  of  a  certificate  was  made  (c)  without 
authority  from  the  owner,  or  (d)  after  the  owner's  death  or  legal 
incapacity,  the  possession  of  the  certificate  may  be  reclaimed  and  the 
transfer  thereof  rescinded,  unless:  (1)  The  certificate  has  been  trans- 
ferred to  a  purchaser  for  value  in  good  faith  without  notice  of  any 
facts  making  the  transfer  wrongful,  or,  (2)  The  injured  person  has 
elected  to  waive  the  injury,  or  has  been  guilty  of  laches  in  endeavoring 
to  enforce  his  rights.  Any  court  of  appropriate  jurisdiction  may 
enforce  specifically  such  right  to  reclaim  the  possession  of  the  certificate 
or  to  rescind  the  transfer  thereof  and,  pending  litigation,  may  enjoin 
the  further  transfer  of  the  certificate  or  impound  it. 

Section  8.  Rescission  of  Transfer  of  Certificate  Does  Not  In- 
validate Subsequent  Transfer  by  Transferee  in  Possession.  Al- 
though the  transfer  of  a  certificate  or  of  shares  repre.iented  thereby 
has  been  rescinded  or  set  aside,  nevertheless,  if  the  transferee  has  pos- 
session of  the  certificate  or  of  a  new  certificate  representing  part  or  the 
whole  of  the  same  shares  of  stock,  a  subsequent  transfer  of  such  cer- 
tificate by  the  transferee,  mediately  or  immediately,  to  a  purchaser  for 
value  in  good  faith,  without  notice  of  any  facts  making  the  transfer 
wrongful,  shall  give  such  purchaser  an  indefeasible  right  to  the  certi- 
ficate and  the  shares  represented  thereby. 

Section  9.  Delivery  of  Unindorsed  Certificate  Imposes  Obliga- 
tion to  Indorse.  The  delivery  of  a  certificate  by  the  person  ap- 
pearing by  the  certificate  to  be  the  owner  thereof  without  the  indorse- 
ment requisite  for  the  transfer  of  the  certificate  and  the  shares  repre- 
sented thereby,  but  with  intent  to  transfer  such  certificate  or  shares, 
shall  impose  an  obligation,  in  the  absence  of  an  agreement  to  the 
contrary,  upon  the  person  so  delivering,  to  complete  the  transfer  by 
making  the  necessary  indorsement.  The  transfer  shall  take  effect  as 
of  the  time  when  the  indorsement  is  actually  made.  This  obligation 
may  be  specifically  enforced. 

Section  10.  Ineffectual  Attempt  to  Transfer  Amounts  to  a 
Promise  to  Transfer.  An  attempted  transfer  of  title  to  a  certificate 
or  to  the  shares  represented  thereby  without  delivery  of  the  certificate 
shall  have  the  effect  of  a  promise  to  transfer  and  the  obligation,   if 
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any,  imposed  by  such  promise  shall  be  determined  by  the  law  governing 
the  formation  and  performance  of  contracts. 

Section  11.  Warranties  on  Sale  of  Certificate.  A  person  who 
for  value  transfers  a  certificate,  including  one  who  assigns  for  value 
a  claim  secured  by  a  certificate,  unless  a  contrary  intention  appears, 
warrants — (a)  That  the  certificate  is  genuine,  (b)  That  he  has  a  legal 
right  to  transfer  it,  and  (c)  That  he  has  no  knowledge  of  any  fact 
which  would  impair  the  validity  of  the  certificate.  In  the  case  of  an 
assignment  of  a  claim  secured  by  a  certificate,  the  liability  of  the 
assignor  upon  such  warranty  shall  not  exceed  the  amount  of  the  claim. 

Section  12.  No  warranty  Implied  from  Accepting  Payment  of 
a  Debt.  A  mortgagee,  pledgee,  or  other  holder  for  security  of 
a  certificate  who  in  good  faith  demands  or  receives  payment  of  the  debt 
for  which  such  certificate  is  security,  whether  from  a  party  to  a 
draft  for  such  debt,  or  from  any  other  person,  shall  not  by  so  doing 
be  deemed  to  represent  or  to  warrant  the  genuineness  of  such  certificate, 
or  the  value  of  the  shares  represented  thereby. 

Section  13.  No  Attachment  or  Levy  Upon  Shares  Unless  Cer- 
tificate Surrendered  or  Transfer  Enjoined.  No  attachment  or 
levy  upon  shares  of  stock  for  which  a  certificate  is  outstanding  shall 
be  valid  until  such  certificate  be  actually  seized  by  the  officer  making 
the  attachment  or  levy,  or  be  surrendered  to  the  corporation  which 
issued  it,  or  its  transfer  by  the  holder  be  enjoined.  Except  where  a 
certificate  is  lost  or  destroyed,  such  corporation  shall  not  be  compelled 
to  issue  a  new  certificate  for  the  stock  until  the  old  certificate  is 
surrendered  to  it. 

Section  14.  Creditor's  Remedies  to  Reach  Certificate.  A 
creditor  whose  debtor  is  the  owner  of  a  certificate  shall  be  entitled  to 
such  aid  from  courts  of  appropriate  jurisdiction,  by  injunction  and 
otherwise,  in  attaching  such  certificate  or  in  satisfying  the  claim  by 
means  thereof  as  is  allowed  at  law  or  equity,  in  regard  to  property 
which  cannot  readily  be  attached  or  levied  upon  by  ordinary  legal 
process. 

Section  15.  There  shall  be  no  Lien  or  Restriction  Unless  Indi- 
cated on  Certificate.  There  shall  be  no  lien  in  favor  of  a  corpora- 
tion upon  the  shares  represented  by  a  certificate  issued  by  such  corpora- 
tion and  there  shall  be  no  restriction  upon  the  transfer  of  shares  so 
represented  by  virtue  of  any  by-laws  of  such  corporation,  or  otherwise, 
unless  the  right  of  the  corporation  to  such  lien  or  the  restriction  is 
stated  upon  the  certificate. 

Section  16.  Alteration  of  Certificate  Does  Not  Divest  Title  to 
Shares,  The  alteration  of  a  certificate,  whether  fraudulent  or  not 
and  by  whomsoever  made,  shall  not  deprive  the  owner  of  his  title  to 
the  certificate  and  the  shares  originally  represented  thereby,  and  the 
transfer  of  such  a  certificate  shall  convey  to  the  transferee  a  good 
title  to  such  certificate  and  to  the  shares  originally  represented  thereby. 

Section  17.  Lost  or  Destroyed  Certificate.  Where  a  certificate 
has  been  lost  or  destroyed,  a  court  of  competent  jurisdiction  may  order 
the  issue  of  a  new  certificate  therefor  on  service  of  process  uppn  the 
corporation  and  on  reasonable  notice  by  publication,  and  in  any  other 
way  which  the  court  may  direct,  to  all  persons  interested,  and  upon 
satisfactory  proof  of  such  loss  or  destruction  and  upon  the  giving  of  a 
bond  with  sufficient  surety  to  be  approved  by  the  court  to  protect  the 
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corporation  or  any  person  injured  by  the  issue  of  the  new  certificate 
from  any  liability  or  expense,  which  it  or  they  may  incur  by  reason  of 
the  original  certificate  remaining  outstanding.  The  court  may  also  in 
its  discretion  order  the  payment  of  the  corporation's  reasonable  costs 
and  counsel  fees.  The  issue  of  a  new  certificate  under  an  order  of 
the  court  as  provided  in  this  section,  shall  not  relieve  the  corporation 
from  liability  in  damages  to  a  person  to  whom  the  original  certificate 
has  been  or  shall  be  transferred  for  value  without  notice  of  the  pro- 
ceedings or  of  the  issuance  of  the  new  certificate. 

Section  18.  Rule  for  Cases  Not  Provided  for  by  This  Act,  In 
any  case  not  provided  for  by  this  act,  the  rules  of  law  and  equity, 
including  the  law  merchant,  and  in  particular  the  rules  relating  to  the 
law  of  principal  and  agent,  executors,  administrators  and  trustees,  and 
to  the  effect  of  fraud,  misrepresentation,  duress  or  coercion,  mistake, 
bankruptcy,  or  other  invalidating  cause,  shall  govern. 

Section  19.  Interpretation  Shall  Give  Effect  to  Purpose  of 
Uniformity.  This  act  shall  be  so  interpreted  and  construed  as 
to  effectuate  its  general  purpose  to  make  uniform  the  law  of  those 
States  which  enact  it. 

Section  20.  Definition  of  Indorsement.  A  certificate  is  indorsed 
when  an  assignment  or  a  power  of  attorney  to  sell,  assign,  or  transfer 
the  certificate  or  the  shares  represented  thereby  is  written  on  the  cer- 
tificate and  signed  by  the  person  appearing  by  the  certificate  to  be  the 
owner  of  the  shares  represented  thereby,  or  when  the  signature  of 
such  person  is  written  without  more  upon  the  back  of  the  certificate. 
In  any  of  such  cases  a  certificate  is  indorsed  though  it  has  not  been 
delivered. 

Section  21.  Definition  of  Person  Appearing  to  be  the  Owner 
of  Certificate.  The  person  to  whom  a  certificate  was  originally 
issued  is  the  person  appearing  by  the  certificate  to  be  the  owner  thereof, 
and  of  the  shares  represented  thereby,  until  and  unless  he  indorses  the 
certificate  to  another  specified  person,  and  thereupon  such  other  specified 
person  is  the  person  appearing  by  the  certificate  to  be  the  owner  there 
until  and  unless  he  also  indorses  the  certificate  to  another  specified 
person.     Subsequent  special  indorsements  may  be  made  with  like  effect. 

Section  22.  Other  Definitions.  (1)  In  this  act,  unless  the 
context  or  subject  matter  otherwise  requires — 

"Certificate"  means  a  certificate  of  stock  in  a  corporation  organized 
under  the  laws  of  this  state  or  of  another  state  whose  laws  are  con- 
sistent with  this  act. 

"Delivery"  means  voluntary  transfer  of  possession  from  one  person 
to  another. 

"Person"  includes  a  corporation  or  partnership  or  two  or  more 
persons  having  a  joint  or  common  interest. 

To  "purchase"  includes  to  take  as  mortgagee  or  as  pledgee. 

"Purchaser"   includes   mortgagee   and   pledgee. 

"Shares"  means  a  share  or  shares  of  stock  in  a  corporation  organ- 
ized under  the  laws  of  this  state  or  of  another  state  whose  laws  are 
consistent  with  this  act. 

"State"  includes  state,  territory,  district  and  insular  possession  of 
the  United  States. 

"Transfer"  means  transfer  of  legal  title. 
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"Title"  means  legal  title  and  does  not  include  a  merely  equitable 
or  beneficial  ownership  or  interest. 

"Value"  is  any  consideration  sufficient  to  support  a  simple  contract. 
An  antecedent  or  pre-existing  obligation,  whether  for  money  or  not, 
constitutes  value  where  a  certificate  is  taken  either  in  satisfaction 
thereof  or  as  security  therefor. 

(2)  A  thing  is  done  "in  good  faith"  within  the  meaning  of  this 
act,  when  it  is  in  fact  done  honestly,  whether  it  be  done  negligently  or 
not. 

Section  23.  Act  does  Not  Apply  to  Existing  Certificate.  The 
provisions  of  this  act  apply  only  to  certificates  issued  after  the  taking 
eflfect  of  this  act. 

Section  24.  Inconsistent  Legislation  Repealed.  All  acts  or 
parts  of  acts  inconsistent  with  this  act  are  hereby  repealed. 

Section  25.     Time  when  the  Act  takes  Effect.     This  act  shall 

take  effect  on   the day  of ,   one  thousand   nine 

hundred  and 

Section  26.  Name  of  Act.  This  act  may  be  cited  as  the  Uni- 
form Stock  Transfer  Act. 


I 


American  Out  of  Town  Stock 
Exchanges 

(1)     BOSTON  STOCK  EXCHANGE 

Office  of  the  Secretary:    53  State  Street,  Boston,  Mass. 

Secretary:    Geo.  A.  Rich. 

Assistant  Secretary:     Geo.  P.  Anderson, 

Securities  Traded:  A  general  business  is  done  in  stocks 
and  bonds  of  all  kinds. 

The  Boston  Exchange  was  formerly  the  most  active 
market  for  all  copper  stocks,  and  it  is  still  the  largest  centre 
for  copper  stocks  capitalized  at  moderate  amounts. 

Considerable  business  has  been  done  recently  in  stocks 
of  sound  industrial  corporations. 

Comparison  with  the  New  York  Stock  Exchange 

Boston  Stock  Exchange  is  a  retail  as  well  as  a  whole- 
sale market.  Even  one  share  can  be  bought  on  the  "floor." 
The  traders  go  from  pole  to  pole  on  the  board  for  dealings. 
On  the  New  York  board,  100  shares  is  the  smallest  lot 
handled,  and  the  specialists  in  certain  stocks  remain  at 
certain  posts. 

Boston  members  are  permitted  to  signal  from  the  "floor" 
to  their  telephone  clerks  at  the  booths,  a  practice  which  is 
forbidden  on  the  "floor"  at  New  York. 

Membership 

This  is  limited  to  150.  All  trading  must  be  done  on 
the  floor.  Members  cannot  delegate  their  trading  rights  to 
others. 
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Settlement 

Daily,  as  in  New  York. 

RATES  OF  COMMISSION 

Customers'  rates  are  stated  below;  for  dealings  between  mem- 
bers one-quarter  of  these  rates  are  charged: 

IN  EFFECT  SEPTEMBER  28,  1920. 

BONDS.  Railroad,  public  utility  and  industrial  bonds,  having 
more  than  five  years  to  run — 

On   par  value  $1000 $1.50 

(Government  Bonds  are  exempt  from  the  regular  rate.) 

ALL  STOCKS  selling  at  $300  or  over  per  share 50  cents 

Selling  below  $300   and   at   $125   per   share 20  cents 

Selling  below  $125  and  at  $10  per  share 15  cents 

Selling  below  $10  and  at  $1  per  share 7Va  cents 

Selling  below  $1  with  a  minimum  charge  of  $1 li  cents 

The  minimum  commission  on  each  completed  individual  trans- 
action shall  not  be  less  than  one  dollar. 

On  subscription  Rights;  Bonds  or  Notes  of  Foreign  Countries 
having  five  years  or  less  to  run;  Notes  of  Corporations  having  five 
years  or  less  to  run;  Bonds  having  five  years  or  less  to  run;  such 
rates  to  members  or  non-members  as  may  be  mutually  agreed  upon; 
provided,  however,  that  the  Committee  on  Commissions,  with  the 
approval  of  the  Governing  Committee,  may  hereafter  determine 
special  rates  on  any  or  all  of  the  above-mentioned  securities. 


(2)     BOSTON  CURB  EXCHANGE 

1 
Office:    9  Doane  Street,  Boston,  Mass. 

Securities  Traded :  Low-priced  copper,  silver  and  other 
mining  and  oil  stocks,  from  Ic.  to  $10  per  share,  par  value. 
The  securities  are  divided  into  listed  and  unlisted  stocks. 

Official  List:  Published  daily,  and  shows  business  done 
and  prices  of  listed  and  "permitted"  (unlisted)  stocks. 
The  latter  are  those  of  corporations  which  have  not  made 
any  statement  of  condition  to  the  Curb  Exchange. 


Stock 
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1.00 
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RATES  OF  COMMISSION 

Commission  Per  100  Shares 


Stocks  selling  under  $1  per  share 
"  "       at  $1  and  up  to  $3 

«  i,  3  "  5 

5  "  10 

10  "  50 

50  "        100 

100  and  over  100 

(a)  No  member  of  this  Exchange  shall  charge  a  customer  a 
commission  of  less  than  $1.00  on  any  transaction. 

(b)  All  stocks  selling  under  $1.00  per  share  shall  be  quoted  in 
cents.  All  stocks  selling  at  over  $1.00  per  share  shall  be  quoted 
in  sixteenths  or  multiples  of  one-sixteenth. 


(3)     CHICAGO  STOCK  EXCHANGE 

Office :    Chicago  Stock  Exchang-e,  Chicago,  111. 

Secretary:     Charles  T.  Atkinson. 

Securities  Traded:  Shipbuilding,  fisheries,  telegraph  and 
telephone  companies,  railroads,  meat  packing  and  food 
products,  refining,  sugar,  clothing,  motor,  plow,  light  and 
power  companies,  mail  order  houses,  theatrical  companies, 
etc. 

Both  stocks  and  bonds  are  traded,  and  there  is  an  official 
and  unofficial  list. 

Regular  quantities  are  50  shares  of  $5,000  par  of  bonds, 
but  less  quantities  are  traded  and  marked. 

Bonds  are  quoted  subject  to  the  addition  of  accrued  in- 
terest.    Income  bonds  are  net. 

A  daily  official  list  is  issued,  showing  the  business  done, 
hour  by  hour,  from  9  a.  m.     Saturday  closing,  11  a.  m. 

Regulations:  Similar  to  those  of  the  New  York  Stock 
Exchange,  but  the  board  lots  (quantities)  are  smaller. 


336  U.    S.    A.    SECTION 

RATES  OF  COMMISSION 

COMMISSION  RULES 

As  Amended  and  in  Effect  October  28th,  1920. 

Section  1.  Commissions  shall  be  charged  and  paid  under  all 
circumstances,  upon  all  purchases  or  sales  of  securities  dealt  in 
upon  the  Exchange  (except  as  provided  in  Subdivision  (h),  Section 
2  of  this  Article)  and  shall  be  absolutely  net  and  free  from  all  or 
any  rebatement,  return,  discount  or  allowance  in  any  shape  or 
manner  w^hatsoever,  or  by  any  method  or  arrangement  direct  or 
indirect;  and  no  bonus  or  any  percentage  or  portion  of  the  com- 
mission shall  be  given,  paid  or  allowed,  directly  or  indirectly,  or 
as  a  salary  or  portion  of  a  salary,  to  any  clerk  or  person  for  busi- 
ness sought  or  procured  for  any  member  of  the  Exchange. 

Section  2.  Commissions  shall  be  calculated  on  the  basis  here- 
inafter specified: 

(a)  On  railroad,  public  utility,  and  industrial  bonds,  having 
more  than  five  y^ars  to  run; 

(al)  On  busmess  for  parties  not  members  of  the  Exchange, 
including  joint  account  transactions  in  which  a  non-member  is 
interested ;  transactions  for  partners  not  members  of  the  Exchange ; 
and  for  firms  of  which  the  Exchange  member  or  members  are 
special  partners  only,  the  commission  shall  be  not  less  than  $15 
per  $10,000  par  value. 

(a2)  On  business  for  members  of  the  Exchange  when  a  prin- 
cipal is  given  up,  the  commission  shall  be  not  less  than  $3.75  per 
$10,000  par  value. 

(a3)  On  business  for  members  of  the  Exchange  when  a  prin- 
cipal is  not  given  up,  the  commission  shall  be  not  less  than  $5  per 
$10,000  par  value. 

(b)  On  securities  of  the  United  States,  Porto  Rico  and  the 
Philippine  Islands,  and  of  States,  Territories  and  Municipalities 
therein: 

(bl)  On  business  for  parties  not  members  of  the  Exchange, 
including  joint  account  transactions  in  which  a  non-member  is 
interested;  transactions  for  partners  not  members  of  the  Exchange; 
and  for  firms  of  which  the  Exchange  member  or  members  are 
special  partners  only,  the  commission  shall  be  not  less  than  $6.25 
per  $10,000  par  value. 

(b2)  On  business  for  members  of  the  Exchange  when  a  prin- 
cipal is  given  up,  the  commission  shall  be  not  less  than  $2  per 
$10,000  par  value. 

(b3)  On  business  for  members  of  the  Exchange  when  a  prin- 
cipal is  not  given  up,  the  commission  shall  be  not  less  than  $3,125 
per  $10,000  par  value. 

(c)  On    Stocks: 

(cl)  On  business  for  parties  not  members  of  the  Exchange, 
including  joint  account  transactions  in  which  a  non-member  is 
interested;  transactions  for  partners  not  members  of  the  Exchange; 
and  for  firms  of  which  the  Exchange  member  or  members  are 
special  partners  only,  the  commission  shall  be  not  less  than  the 
following: 
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On  stocks  selling  below  $10  per  share,  7j^c  per  share. 

On  stocks  selling  at  $10  per  share  and  above,  but  under  $125 
per  share,   15c  per  share. 

On  stocks  selling  at  $125  per  share  and  over,  20c  per  share, 
provided,  however,  that  the  minimum  commissions  on  individual 
transactions  shall  be  not  less  than  as  provided  in  Section  4  of  this 
Article. 

(c2)  On  business  for  members  of  the  Exchange  when  a  prin- 
cipal is  given  up,  the  commission  shall  be  not  less  than  the  fol- 
lowing: 

On  stocks  selling  below  $10  per  share,  lJ4c  per  share. 

On  stocks  selling  at  $10  per  share  and  above,  but  under  $125 
per  share,  2J/2C  per  share. 

On  stocks  selling  at  $125  per  share  and  over,  3c  per  share, 
except  that  the  minimum  commission  shall  not  be  less  than  as 
provided  in  Section  4  of  this  Article. 

(c3)  On  business  for  members  of  the  Exchange  when  a  prin- 
cipal is  not  given  up,  the  comm.ission  shall  be  not  less  than  the 
following: 

On  stocks  selling  below  $10  per  share,  l^c  per  share. 

On  stocks  selling  at  $10  per  share  and  above,  but  under  $125 
per  share,  3^c  per  share. 

On  stocks  selling  at  $125  per  share  and  over,  5c  per  share, 
provided,  however,  that  the  minimum  commissions  on  individual 
transactions  shall  not  be  less  than  as  provided  in  Section  4  of 
this  Article. 

(d)  In  transactions  where  orders  are  received  from  a  non- 
member,  wherein  the  broker  filling  the  order  is  directed  to  give 
up  another  broker  or  clearing  house,  the  responsibility  of  collecting 
the  full  commission,  as  specified  in  Subdivisions  (al),  (bl)  and 
(cl),  hereof,  shall  rest  with  the  broker  or  clearing  house  settling 
the  transaction. 

(e)  In  transactions  where  orders  are  received  from  a  member, 
on  which  a  clearing  firm  is  given  up  by  said  member  or  by  his 
order,  the  responsibility  of  collecting  the  full  commission,  as 
specified  in  Subdivisions  (a3),  (b3)  and  (c3),  hereof,  shall  rest 
with  said  clearing  firm;  and  it  shall  be  the  duty  of  the  broker  who 
executes  such  orders  to  report  such  transactions  to  the  clearing 
firm  and  render  to  them  and  collect  his  bill  therefor  at  the  rate 
specified  in  Subdivisions  (a2),  (b2)  and  (c2),  hereof;  and  also 
that  where  a  broker  executes  an  order  for  a  member  and  clears 
the  security  himself,  he  must  charge  the  rates  specified  in  Sub- 
divisions  (a3),  (b3)   and   (c3),  hereof. 

(f)  Whenever  a  non-member  of  this  Exchange  shall  cause  to 
be  executed  in  any  market  outside  of  the  United  States  any  order 
or  orders,  for  the  purchase  or  sale  of  securities  listed  on  this 
Exchange,  (except  as  provided  in  Subdivision  (h)  hereof),  and 
said  purchase  or  sale  shall  be  accepted  by  a  member  or  firm  who 
are  members  of  this  Exchange,  for  the  account  of  said  non-mem- 
ber, the  commission  as  specified  in  Subdivisions  (al),  (bl)  and 
(cl),  hereof,  shall  be  charged  said  non-member  in  addition  to  any 
commission  charged  by  the  party  or  parties  making  the  trans- 
action. 
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(g)  When  securities  are  received  or  delivered  on  a  privilege 
for  a  non-member,  the  commission  as  specified  in  Subdivisions 
(al),  (bl)  and  (cl),  hereof,  must  be  charged  whether  said  securities 
are  received  or  delivered  upon  the  day  of  expiration  of  said  privi- 
lege or  prior  thereto. 

(h)  On  Subscription  Rights;  Bonds  or  Notes  of  Foreign  Coun- 
tries having  five  years  or  less  to  run;  Notes  of  Corporations  having 
five  years  or  less  to  run;  Bonds  having  five  years  or  less  to  run; 
such  rates  to  members  or  non-members  as  may  be  mutually  agreed 
upon;  provided,  however,  that  the  Committee  on  Commissions, 
with  the  approval  of  the  Governing  Committee,  may  hereafter 
determine  special  rates  on  any  or  all  of  the  above  mentioned 
securities. 

Section  3.  Exceptions  to  the  foregoing  rules  shall  be  made 
in  the   following  stocks: 

On  bank  stocks,  selling  at  and  over  two  hundred  dollars  per 
share,  the  commission  shall  be  twenty-five  cents  per  share. 

On  all  stocks  selling  at  and  over  three  hundred  dollars  per 
share,  the  comm.ission  shall  be  fifty  cents  per  share. 

On  all  stocks  selling  at  and  over  five  hundred  dollars  per 
share,  the  commission  shall  be  one  dollar  per  share. 

Provided,  however,  that  the  commission  upon  transactions  be- 
tween members  shall  be  one-half  of  the  above  named  rates. 

Section  4.  The  minimum  commission  on  transactions  in  either 
stocks  or  bonds  shall  not  be  less  than  $2.00,  except  upon  stocks 
selling  below  $10.00  per  share,  when  the  minimum  commission 
shall  be  $1.00,  provided  that  upon  transactions  between  members 
the  minimum  commission  shall  be  $1.00  upon  stocks  selling  at 
$10.00  and  above  per  share,  and  50c  upon  stocks  selling  below 
$10.00  per  share. 

Section  5.  Members  suspended  by  the  Governing  Committee 
shall  not,  during  the  time  of  suspension,  be  entitled  to  have  their 
business  transacted  at  members'  rates. 

Section  6.  No  agreement  or  arrangement  shall  be  entered  into 
between  a  member  or  his  firm,  and  his  or  their  customer,  whereby 
special  and  unusual  rates  of  interest  are  stipulated  for,  or  money 
advances  upon  unusual  terms  are  made  a  condition  in  connection 
with  the  conducting  of  an  account,  with  intent  thereby  to  give 
special  or  unusual  advantages  to  such  customer,  for  the  purpose 
of  securing  his  business. 

Section  7.  No  payment  shall  be  made  to  customers  of  the 
proceeds  from  the  sale  of  securities  on  the  day  of  the  sale  and 
before  the  money  is  received  by  the  broker,  unless  interest  is 
charged.  When  securities  purchased  for  a  customer  are  not  paid 
for  by  him  on  the  day  they  are  received  and  paid  for  oy  the 
broker,  interest  must  be  charged  from  that  date  to  the  date  of 
payment.  Where  a  material  or  more  than  nominal  loss  is  sus- 
tained, either  through  bank  exchange  charges  or  interest,  the  same 
must  be  charged  to  the  customer. 

Section  8.  Any  member  violating  this  Article,  directly  or  in- 
directly, of  which  the  Governing  Committee  shall  be  the  judge, 
shall,  upon  conviction,  for  the  first  offense,  be  fined  five  hundred 
dollars,  and  shall  be  suspended  for  a  period  of  not  less  than  three 
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months;    and    for    the   second   offense    shall   be   expelled,    and    his 
membership  disposed  of  by  the  Committee  on  Admissions, 

RULING  BY  COMMISSION  COMMITTE 

September  5th,  1919. 

The  Commission  Committee  rules  that  the  schedule  of  com- 
missions on  Subscription  Warrants  (or  Rights)  selling  below 
$5.00  shall  be  as  follows: 

Commissions  to  be  charged  to  non-members: 

Not  less  than  4c  per  Right.     Minimum  charge  $1.00. 

For  Members  of  the  Exchange: 

Not  less  than  2c  per  Right.     Minimum  charge  SOc. 

Brokerage: 

Not  less   than   Ic  per  Right.     Minimum  charge  SOc. 

(4)     CINCINNATI  STOCK  EXCHANGE 

Office:    Union  Central  Building,  Cincinnati,  Ohio. 

Secretary:     H.  M.  Beazeli. 

Exchange  Hours:  Two  sessions  each  day,  the  first 
opening  at  10  a.  m.  and  the  second  at  2  p.  m. 

The  list  is  called  by  the  official  caller  and  "trades"  are 
made  on  the  securities  as  they  are  called. 

Deliveries  and  payments  must  be  made  on  the  day  after 
the  trade.    Friday  trades  are  carried  over  until  Monday. 

Securities  Traded :  Industrial  stocks  of  all  kinds,  as  v^ell 
as  local  industrial,  bank,  public  service,  railroad  and  trac- 
tion stocks. 

An  official  list  is  published  daily,  showing  all  business 
done. 

RATES  OF  COMMISSION 

Securities  selling  up  to  $200   $0.25  per  share 

Securities  selling  over  $200  to  $300 0.50  per  share 

Securities  selling  over  $300  to  $500 1.00  per  share 

Securities   selling  over  $500 2.00  per  share 

Full  commissions  are  chargeable  on  all  dealings,  both 
purchases  and  sales,  but  the  commission  may  be  split  with 
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members  of  other  Stock  Exchanges  who  split  with  mem- 
bers of  this  Exchange. 

Regulations:  Generally  the  same  as  New  York  Stock 
Exchange. 

(5)     COLORADO  SPRINGS  MINING  STOCK 
ASSOCIATION 

Office:     Colorado  Springs,  Colo. 

Securities  Traded:  Low-priced  mining  stocks  and 
"prospects,"  in  quantities  of  500  and  1,000  shares. 

A  daily  list  is  published  showing  business  done. 

Regulations:  Based  on  those  of  the  New  York  Stock 
Exchange. 

RATES  OF  COMMISSION 

Under    Ic    per    share.. , $  0.50 per  1,000 

At  Ic  and  under  2c  per  share 75  per  1,000 

At  2c  and  under  5c  per   share 1.25  per  1,000 

At  5c  and  under  10c  per  share 2.00  per  1,000 

At  10c  and  under  20c  per  share 3.00  per  1,000 

At  20c  and  under  30c  per  share 4.00  per  1,000 

At  30c  and  under  40c  per  share 5.00  per  1,000 

At  40c  and  under  50c  per  share 6.00  per  1,000 

At  50c  and  under  75c  per  share    7.50  per  1,000 

At  75c  and  under  $1.00  per  share 10.00  per  1,000 

At  $1.00  and  under  $2.00  per  share 2.00  per     100 

At  $2.00  and  under  $3.00  per  share 4.00  per     100 

At  $3.00  and  under  $5.00  per  share 5.50  per     100 

At  $5.00  and  under  $10.00  per  share 7.50  per     100 

At  $10.00  and  under  $125.00  per  share. , 15.00  per     100 

At  $125.00  and   over  per  share 20.00  per     100 

(6)  COLUMBUS  STOCK  EXCHANGE 

Office:     Columbus,  Ohio. 

Secretary-Treasurer:     Charles  S.  Bash. 

Securities  Traded:  Public  service  companies,  Cities 
Service  Stocks,  industrials,  a  few  oils,  good-class  dividend- 
paying  preferred  stocks  and  bank  stocks.  Mining  stocks 
are  not  traded  on  this  Exchange. 
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Regulations:    New  York  Stock  Exchange  rules  govern 
the  dealings.    There  are  no  special  settlement  dates. 
Membership;     Ten  firms;  eighteen  members. 

RATES  OF  COMMISSION 

}i%  on  ordinary  dealings,  with  higher  rates  on  special 
stocks. 

(7)  DETROIT  STOCK  EXCHANGE 

Office:     Penobscot  Building,  Detroit. 

Secretary:    Jacob  Nathan. 

Securities  Traded:  These  are  divided  into  listed  and  un- 
listed stocks.  Applications  for  listing  must  be  accom- 
panied by  full  details  of  the  financial  position  and  of  issues 
made  by  the  corporation.  Forms  are  supplied  by  the  Secre- 
tary. 

Stocks:  Local  manufacturing  companies,  engineering, 
automobiles  and  rubber ;  banks  and  trust  companies,  street 
railways,  a  few  oil,  gas  and  shipping  stocks ;  public  utilities. 

Bonds:  Local  railroads,  electric  light,  gas,  Liberty 
bonds. 

A  daily  list  is  published,  showing  quantities  and  prices 
of  all  transactions. 

An  official  weekly  dividend  list  is  also  published. 

Membership:  Forty-two  firms,  including  branches  of 
New  York  Stock  Exchange  houses. 

Regulations:  Based  on  those  of  the  New  York  Stock 
Exchange. 

RATES  OF  COMMISSION 

Stock  selling  under  $1  50,  2%  on  total  transaction. 

Stock  selling  $1.50  to  $2.49,  1/32  commission. 

Stock  selling  $2.50  and  under  $5.  1/16  commission. 

Stock  selling  $5.00  and  under  $15,  %  commission. 

Stock  selling  $15  and  under  $100,  %  commission. 

Stock  selling  $100  and  under  $200,  SO  cents. 

Stock  selling  $200  or  over,  $2  per  share. 

Bank  and  Insurance  Stock,  $1  per  share. 
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(8)     HARTFORD  STOCK  EXCHANGE 

Office:     Hartford,  Conn. 

Secretary:  James  N.  H.  Campbell,  36  Pearl  Street, 
Hartford. 

Securities  Traded :  Stocks  of  local  railroads,  local  banks 
and  trust  companies,  fire,  life,  and  indemnity  insurance 
companies,  local  public  utilities  and  manufacturing  com- 
panies, engineering,  carpet  manufacturing,  American  Brass 
and  American  Hardware  Companies,  American  Thread, 
Colt's  Arms  Co.,  and  silver  manufacturing.  There  is  also 
a  large  list  of  bonds  of  local  railroads,  street  railways, 
Adams  Express  Co.,  and  municipal,  school  and  city  bonds. 

Regulations:  Based  on  the  rules  of  the  New  York 
Stock  Exchange. 

RATES  OF  COMMISSION 

All  bonds ^   of  1%  Commission. 

Stocks  selling  at 

$       1    $74^  .25 

$     75    149?^  .50 

150    299^  1.00  " 

300    499^  1.50 

500    749^  2.00 

750    999^  2.25 

1,000    up  2.50  " 

(9)     LOS  ANGELES  STOCK  EXCHANGE 

Office:  Hellman  Building,  Fourth  and  Main  Streets, 
Los  Angeles. 

Secretary:    T.  C.  Stevens, 

Assistant  Secretary  and  Caller:    Clifford  H.  Dowell. 

Securities  Traded:  Local  industrial  stocks,  fruit  and 
farming  companies,  light  and  power,  sugar,  oil  and  mining 
stocks,  and  bank  stocks.  Bonds  of  the  local  public  service 
companies;  railways,  traction  and  pipe  lines  companies. 

An  official  daily  bulletin  is  issued,  showing  quantities 
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and  prices  for  all  transactions.    Stocks  are  traded  from  10c. 
to  $100  per  share. 

Descriptions  of  Stocks  and  Bonds  Traded:  The  follow- 
ing is  a  summary  of  the  total  business  marked  on  the  Los 
Angeles  Stock  Exchange  during  the  year  1919;  but,  owing 
to  the  neglect  of  some  members  to  mark  their  dealings,  this 
represents  only  about  50%  of  the  actual  business  transac- 
tions. 


Quantity. 

Bonds    48,301 

Bank   Stocks    1,132 

Industrial  Stocks    . .      688,201 

Oil  Stocks 9787,648 

Mining  Stocks 12,268,739 


Average 

Amount. 

Valite. 

$8,607,229 

$179.00 

393,175 

347.00 

4,054,811 

6.00 

27,079,278 

3.00 

3,183,258 

0.25 

$43,317,751 

Regulations:  Based  on  those  of  the  New  York  Stock 
Exchange. 

Membership:  The  memberships  are  valued  at  $3,500 
each.  An  applicant  for  membership  is  required  to  be  of  a 
high  standard,  as  regards  financial  resources  and  general 
business  reputation.  He  must  file  an  application  accom- 
panied by  a  statement  of  all  his  resources  and  liabilities. 
He  must  also  obtain  the  recommendations  of  two  members 
and  several  recommendations  of  banks  or  financial  houses. 
The  persons  recommending  him  must  appear  before  the 
Committee  on  Admissions,  to  give  personal  testimony.  Ap- 
proval of  the  election  by  the  Board  of  Governors  is  also 
required,  after  which  the  applicant's  name  is  posted  on  the 
bulletin  board  for  ten  business  days,  and  a  meeting  of 
members  is  called  for  electing  the  applicant.  A  ballot  is 
taken,  and  five  votes  against  the  applicant  prevents  his 
election. 

Listing:    Application  for  the  listing  of  stocks  or  bonds 
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must  be  made  on  a  form  supplied  by  the  Secretary.  About 
140  stocks  and  bonds  are  listed  on  the  Los  Angeles  Stock 
Exchange. 

Nearly  50%  of  the  applications  for  listing  are  rejected. 
Quarterly  statements  on  forms  supplied  by  the  Exchange, 
are  required  from  all  listed  corporations.  No  annual  fee 
is  payable  for  inclusion  in  the  list.  The  listed  stocks  and 
bonds  represent  a  total  issued  capital  of  over  $700,000,000. 

RATES  OF  COMMISSION 

Stocks 

Stocks  of  $1  or  less  par  value: 
On  stocks  selling  at  15c  and  under  per  share,  per  1,000  shares. $1.50 
On  stocks    selling    at    over    15c,    1%    on    the    selling    price, 

minimum  charge    1.50 

Stocks  of  par  value  of  $10: 
Same  percentage  of  commission  as  on  the  $100  stocks,  that  is, 
1/lOth  of  those  charges. 

Stocks  of  par  value  of  $100: 
Selling  up  to  and  including  $59^  per  share,  per  10  shares....  2.50 

Selling  from  $60  to  $89%,  per   10  shares 3.75 

Selling  from  $90  to  $124%,  per  10  shares 5.00 

Selling  at  $125  and  upwards,  H%  on  the  selling  price 

On  bank  stocks  selling  at  $200  and  under,  per  share 1.00 

Where  selling  over  $200  per  share,  ^%  on  selling  price. 

Bonds 

Per  $1,000  par  value,  $254  per  bond. 
Per     $500  par  value,  $1^  per  bond. 

Interest  is  reckoned  for  bonds  at  360  days  to  the  year;  30-day 
months. 

Minimum  commission  on  any  trade,  $1.50. 

Liberty  Bonds 

Minimum  commission  on  a  single  order  from  $100  up  to  and 
including  $450  face  value,  $1. 

Commission  on  $500  face  value,  $1.25;  single  orders  $500  and 
up,  V^%. 

Customer  to  pay  transfer  fees  when  it  is  necessary  to 

have  stocks  transferred. 

Bids  and  Offers :  For  all  stocks  listed  on  the  New  York 
Stock  Exchange,  the  commission  charged  is  "%  of  1%  on 
the  par  value,  for  non-members. 
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Commission  on  options :  $1  per  board  lot  is  the  initial 
commission,  made  up  to  full  commission  if  the  option  is 
exercised. 

Commission  between  members,  one-half  of  the  regular 
commission,  except  when  a  principal  is  given  up,  when 
one-eighth  of   the   regular   commission   is   to   be   charged. 

Members  may  quote  stocks  net  (including  commission) 
to  members  of  other  Exchanges  in  California  only,  but  not 
to  non-members. 

Board  Lots   (Trading  Quantities)  : 

Stocks:    Par  value,  $100;  board  lots,       10  shares 
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When  the  $1  stocks  are  selling  at  $1  or  up- 
wards, the  board  lot  is  100  shares. 

Special  Points:  The  present  Los  Angeles  Stock  Ex- 
change was  organized  in  1899,  having  been  developed  from 
the  Los  Angeles  Oil  Exchange.  It  is  a  voluntary  unincor- 
porated association,  supported  by  admission  fees  of  mem- 
bers, monthly  dues,  and  listing  fees.  Membership  is  lim- 
ited to  70  members,  seats  being  obtained  by  purchase  from 
retiring  members. 

Unlisted  stocks  may  be  traded  during  the  regular  hours 
of  the  Exchange,  but  the  prices  and  dealings  are  not  re- 
corded and  no  information  regarding  them  is  published  or 
given  to  the  newspapers. 

All  trading  is  by  direct  open  bid  and  offer.  The  chair- 
man of  the  call,  or  the  caller,  repeats  all  bids  and  offers 
and  decides  priorities  of  bids  and  offers.  The  transactions 
are  officially  recorded  from  his  calling. 

The  Exchange  holds  two  sessions  daily:  10.30  to  11.45 
a.  m.,  and  2  to  2.45  p.  m.    Saturdays,  morning  session  only. 

Business    Done:     During    the    year     1919,    23,000,000 
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shares,  and  a  large  amount  in  bonds,  were  traded;  and  a 
total  amount  of  over  $43,000,000  was  recorded,  which  is 
only  about  50%  of  the  actual  total  sales,  many  of  the  mem- 
bers not  having  their  dealings  marked.  The  business  done 
in  1919  showed  an  increase  of  200%  over  that  of  1918. 

Methods  of  Dealing:  Bids  or  offers  are  for  "board  lots" 
of  even  lO's  of  shares,  the  lot  being  regulated  by  the  par 
value. 

In  low-priced  shares,  1,000  is  a  board  lot;  for  the  highest 
values,  10  is  a  board  lot. 

The  methods  of  trading  are  described  below : — 

"Regular";  for  settlement  through  the  Exchange  Clear- 
ing House  at  10  the  following  morning. 

"Cash"  or  "Spot" ;  for  settlement  the  same  day  before 
2.15  p.  m. 

"Option"  of  buyer  or  seller ;  settlement  at  60  days,  the 
buyer  depositing  25%  of  the  price  and  the  seller  depositing 
cash  or  stock  in  the  Escrow  Department  of  the  Exchange. 
As  an  example,  "buyer  30"  means  that  the  buyer  has  the 
option  of  taking  up  his  stock  at  any  time  within  30  days. 
If  the  stock  falls  in  market  price,  the  manager  of  the  Es- 
crow Department  at  once  calls  on  the  buyer  for  an  addi- 
tional deposit.  Failure  to  pay  this  involves  closing  out  by 
the  chairman.  In  effect,  a  "buyer  contract"  means  a  loan 
of  75%  of  the  market  value  of  a  stock  for  the  period  stated. 
The  seller  of  the  stock  has  frequently  bought  it  in  the 
regular  way  and,  by  selling  it  at  a  buyer's  option  for  3Q 
days  at  a  higher  price,  he  carries  the  difference  in  price  for 
that  time. 

A  "seller  contract"  is  where  the  seller  has  the  option  of 
selling  ("putting")  the  stock  to  the  buyer  at  any  time  with- 
in the  period  agreed,  which  must  not  exceed  60  days.  These 
selling  options  are  usually  traded  below  the  regular  quota- 
tions. 

"Matched  orders"  or  "wash  sales"  are  strictly  forbidden. 
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There  is  a  Stock  Exchange  Clearing  House  which  clears 
both  stocks  and  money.     Most  of  the  trading  is  for  cash. 

Penalties  for  Cutting  Commissions:  Cutting  commis- 
sions is  regarded  as  a  serious  breach  of  the  regulations. 
The  first  offense  is  punishable  by  a  fine  of  not  less  than 
$1,000  and  suspension;  the  second  offense  involves  expul- 
sion and  forfeiture  of  membership.  There  is  no  appeal 
from  the  decision  of  the  Trial  Committee,  either  to  the 
Board  of  Governors  or  to  the  whole  body  of  members. 
The  general  body  of  members  upholds  the  Committee  in  the 
strict  discipline  exercised. 

New  Exchange  Building:  A  building  of  thirteen  stories 
is  being  erected,  to  provide  greater  accommodation  for  the 
rapidly  growing  business  of  the  Los  Angeles  Stock  Ex- 
change. 

(10)     PHILADELPHIA  STOCK  EXCHANGE 

Oflfice:    Philadelphia  Stock  Exchange,  Philadelphia,  Pa, 

Secretary:    Horace  H.  Lee. 

Securities  Traded :  Separate  daily  lists  are  issued  show- 
ing the  transactions  in  listed  and  unlisted  stocks,  respec- 
tively. The  listed  securities  include :  Liberty  bonds,  Pan- 
ama Canal  Loans,  Philadelphia  City  Bonds,  local,  state  and 
national  railway  bonds,  a  large  variety  of  street  railway 
and  traction  bonds,  industrial,  colliery,  engineering,  steel, 
electric,  gas,  telephone  and  telegraph  bonds. 

The  stocks  include  local  and  state  railroads  and  canals, 
local  banks  and  trust  companies,  insurance  companies,  pas- 
senger railway  and  traction  companies,  and  a  large  variety 
of  industrial  stocks,  chiefly  local,  with  some  of  the  more 
important  national  industrials.  There  are  only  a  few  min- 
ing stocks. 

Methods  of  Dealing:  At  posts,  in  the  same  way  as  is 
done  on  the  New  York  Stock  Exchange. 
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Settlements:  "Regular  way"  dealings  are  settled  the 
following  day,  except  buyers'  and  sellers'  options. 

All  contracts  made  for  longer  than  three  days  must  bear 
interest.    The  maximum  time  limit  for  contracts  is  60  days. 

RATES  OF  COMMISSION 

On  all  bonds  or  notes  having  one  year  or  less  to  run  and  on 
U.  S.  Liberty  Bonds  and  Victory  Notes,  such  rates  of  commission 
to  members  and  non-members  as  may  be  rnutually  agreed  upon. 

On  all  bonds  and  notes  having  over  one  year  to  run,  $1.50  for 
each  $1,000  par  value. 

Stocks  selling  below    $10,  7Hc  per   share. 
Stocks  selling  at  $10,  but  under  $125,  15c  per  share. 
Stocks  selling  at  $125  and  upwards,  20c  per  share. 
Minimum  commission  $1. 

On  business  done  for  members,  where  the  name  of  the  prin- 
cipal is  given,  the  following  rates  are  applied: 
Not  less  than  $1  per  100  shares,  on  which  the  regular  commission 

is  TYzC  per  share. 
Not  less  than  $2  per  100  shares,  on  which  the  regular  commission 

is  15c  per  share. 
Not  less  than  $2.50  per  100  shares  on  which  the  regular  commission 

is  20c  per  share. 
Not  less  than  25c  for  each  $1,000  bond. 

Where  the  name  of  the  principal  is  not  given,  the  following 
rates  are  chargeable: 

$1.50  per  100  shares,  where  the  regular  commission  is  7j/2C  per  share 
3.00  per  100  shares,  where  the  regular  commission  is  15c  per  share 
3.50  per  100  shares,  where  the  regular  commission  is  20c  per  share 
0.50  for  each  $1,000  bond. 

Full  commission  is  charged  to^members  of  other  Exchanges. 
Commissions  can  be  divided  only  with  those  whose  names  are 
on  the  half  commission  list. 


(11)     PITTSBURGH  STOCK  EXCHANGE 

Office:  Pittsburgh  Stock  Exchange  Building,  Pitts- 
burgh, Pa. 

Secretary:    C.  J.  Holman. 

Securities  Traded:  Listed  securities  only  are  quoted. 
A  daily  quotation  list  is  published,  by  a  local  printer,  which 
shows  all  listed  and  unlisted  stocks  and  bonds,  with  the 
dates  of  the  last  transactions  and  the  prices. 

The  listed  stocks  include :  local  banks  and  trust  com- 
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panics,  local  insurance,  bridge,  incline  plane,  electric  (Wes- 
tinghouse),  coal,  glass,  gas  (with  Arkansas  Natural  Gas 
Company's  stocks),  oil  and  mining  stocks,  local  and  state 
railroads.  City  of  Pittsburgh  Railways,  Standard  Oil  and 
outside  oil  stocks,  U.  S.  Steel,  American  Rolling  Mills,  Cru- 
cible Steel  and  other  local  industrial  stocks. 

The  bonds  include  bridge,  city  railway,  state  railroads, 
Liberty  loans,  U.  S.  Steel  Corporation,  and  electric,  brew- 
ing, gas,  coal,  water  and  other  public  service  bonds,  and 
those  of  local  industrial  corporations. 

RATES  OF  COMMISSION 

The  minimum  rates  of  commission  charged  to  non- 
members    of    the    Exchange    for    buying    or 
selling  each  $1,000  Bond  shall  be  not  less  than  $1.25  per  Bond 
These  commissions  shall  not  apply  to  Government, 
State   or    Municipal    Bonds. 

Stocks   selling  under   $1.00  per   share 01c      per  share 

Stocks  selling  at  $1.00  and  under  $3.00 04c      per  share 

Stocks  selling  at  $3.00  and  under  $10.00 07i^c  per  share 

Stocks  selling  at  $10.00  and  under  $125.00 15c      per  share 

Stocks  selling  at  $125.00  and  under  $200.00 20c      per  share 

Stocks  selling  at  $200.00  per  share  15  cents  per  share  additional 
and  for  each  advance  of  $100.00  per  share  in  selling  price  an  ad- 
ditional  15   cents  per  share. 

EXAMPLE— Stock  selling  at  $200.00  and  under  $300.00  com- 
mission 35  cents  per  share.  At  $3()0.00  and  under  $400.00  commis- 
sion 50  cents  per  share. 

A  minimum  commission  of  $1.00  shall  be  charged  on  all  trans- 
actions. 

Commission  for  buying  or  selling  Memberships  in  the  Ex- 
change shall  be  1%  of  price. 

(12)     RICHMOND  STOCK  EXCHANGE 

Office:     Richmond  Stock  Exchange,  Richmond,  Va. 

Secretary:     Caskie  G.  Burch. 

Securities  Traded : 

Stocks:  Street  railways,  railroads,  bank  and  trust 
companies  of  the  city  and  Virginia  State ;  also 
stocks  of  realty  companies,  chemical  companies 
and  Old  Dominion  Steamship  companies. 
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Bonds:  Liberty,  North  Carolina  and  Virginia  State, 
Richmond  and  other  cities,  local  and  state  rail- 
road and  street  railway  bonds. 

Methods  of  Dealing:     Same  as  New  York. 

Membership:     There  are  fourteen  members. 

RATES  OF  COMMISSION 

^%  on  the  amount  of  the  transaction,  divided  v/ith  the 
broker. 

(13)     SALT    LAKE    STOCK    AND    MINING 
EXCHANGE 

Office:     Exchange  Place,  Salt  Lake  City,  Utah. 
Secretary:    H.  V.  Altree. 

Securities  Traded :  Mining  stocks  only ;  chiefly  of  prop- 
erties situated  in  Utah. 

Methods  of  Dealing:  The  Constitution  of  the  Stock 
Exchange,  and  its  regulations,  are  based  on  those  of  the 
New  York  Stock  Exchange;  there  are  no  essential  differ- 
ences in  the  trading  methods  employed. 

Quantities  Traded :     The  board  lots  are : — 
Stocks  selling  under  10c. ,  1000  shares. 

"  "  at  10c.  and  over,  but  under  35c.,  500  shares 

"  "         at  v35c.  and  over,  but  under  $15,  100  shares 

"  "  at  $15  and  over,  but  under  $35,    50  shares 

"  "         at  $35  and  over,  25  shares 

Settlements:  These  are  made  not  later  than  noon  of  the 
following  day,  except  in  the  case  of  ten-day  sellers'  options. 

RATES  OF  COMMISSION 

Sec.  2.  No  member  of  the  Exchange  shall  be  permitted  to  do 
business  on  a  basis  of  commission  other  than  that  prescribed  by 
the  by-laws  and  amendments  thereto,  and  any  member  violating 
these  rules,  shall  be  fined  in  the  sum  of  $100  and  suspended  for 
90  days  on  the  conviction  of  the  first  offense;  on  a  second  con- 
viction, the  penalty  shall  be  a  fine  of  $200  and  a  suspension  for 
six  months;  and  the  pen_alty  for  the  third  conviction  shall  be  ex- 
pulsion from  the  Exchange  v^ithout  the  privilege  of  re-election. 
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Adopted  by  the  Exchange,  Feb.  3,  1920, 

Stocks  selling  under  Ic $1.00  per  1000  shares 

at  Ic  and  under       Sc $1.25     " 

5c    "        "         10c  ....$2.50    "      " 

10c    "        "         35c i/^  cent  per  share 

3Sc    "        "         75c  ....1       "      " 
75c    "        "      $1.00  ....V/z  "      " 

"      $1.00    "        "    $10.00  1^  per  cent  on  money 

"     $10.00  and    above 1        "      "      " 

On  last  2  items,  on  less  than  board  lots 2       "      "     "        " 

(The  full  rates  are  charged  to  members  of  other  Exchanges). 

No  Commission  Charge  of  Less  Than  One  Dollar 

Revenue  Stamps  and  Transfer  Fees  Must  Be  Charged  To  Customer 


(14)     ST.  LOUIS  STOCK  EXCHANGE 

Office;     Stock  P'xchange,  St.  Louis,  Mo. 

Secretary:     E.  F.  Otto. 

Chairman  and  Assistant  Secretary;     Harry  S.  Rein. 

Securities  Traded:  Stocks  of  local  banks  and  trust  com- 
panies, street  railways,  shoe  companies,  iron  works,  brick 
works,  brewing,  Portland  cement,  National  Candy  Co., 
drugs  and  electrical  manufacturing  companies ;  public  ser- 
vice companies  and  Liberty  bonds. 

The  following  shows  the  quantities  and  amounts  of  the 
stocks  and  bonds  sold  during  the  year  1919 : — 

Shares.  Amount. 

Bank    Stocks 9,774  $1,815,557 

Bank  Stock  Rights 2,679  58,992 

Trust   Company   Stocks....     2.998  768,662 

Street  Railway  Stocks 22,712  160,942 

Industrial  and  Other  Stocks.576,853  12,143,580 

Total  Stocks    615,016        $14,947,733 

Bonds    1,123,193 


Total  Stocks  and  Bonds.  .  $16,070,926 
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Hours:     There  are  two  sessions  daily   (except  Satur- 
days) ;  10.30  to  11.15  a.  m.,  and  1  to  1.30  p.  m. 
An  official  daily  quotation  list  is  published. 

RATES  OF  COMMISSION 

Commissions  shall  in  all  cases  be  calculated  upon  the  par  value 
of  securities  as  follows: 

Stocks  selling  at  $25  per  share  or  less,  %  of  1%. 
Stocks  selling  over  $25  and  not  over  $100  per  share,  J4  of  1%. 
Stocks  selling  over  $100  and  not  over  $300  per  share,  J4  of  1%. 
Stocks  selling  over  $300  and  not  over  $500  per  share,  ^  of  1%. 
Stocks  selling  over  $500  per  share,  1%. 
On  bonds,  $2,50  per  $1,000  par  value. 
U.  S.   Bonds,  .62y2  per  $1,000  par  value. 
On  Oil  Stocks  selling  at  $10.00  or  less,  1/16. 
On  Oil  Stocks  selling  at  $10,121/4  or  more.  Vs. 
On  all  Mining  Stocks  having  a  market  value  of  5  cents  or  less, 
the  commission  shall  be  $2.50  per  1,000  shares. 

Per  1,000  shares 

From  $0.05^^  to  $  0.15 $6.25 

Per  Share 

From  $  0.161^  to  $  0.76i4 $0.01^ 

.77y2  to      1.25 02 

1.27y2  to      2.50 02^ 

2.521/4  to      5.00 05 

5.021^  to     10.00    10 

10.021^  to     15.00 15 

15.00      to    25.00 25 

25.00      and  above 50 

The  minimum  commission  to  be  charged  shall  be  $1.00. 
On  all  securities  not  provided  for  in  these  Rules,  the  Governing 
Committee  shall  fix  the  Rates  of  Commission. 

(15)     CANADIAN  EXCHANGES 

Details  as  regards  the  Montreal  and  Toronto  Stock  Ex- 
changes are  shov^^n  in  the  special  section  dealing  with  Can- 
ada. 


U.  S.  FEDERAL  STAMP  TAXES 

on 

Sales,  Mortgages  and  Transfers  of  Shares,  Bonds, 
Real  Estate  and  Merchandise 

Agreements,  For  sales  of  merchandise,  per  $100,  tax 
is  2c. 

Bills  of  Exchange.     (See  Drafts  and  Promissory  Notes.) 

Bills  of  Sale.    For  merchandise,  per  $100,  2c. 

Bonds,  Debentures  and  Certificates  of  Indebtedness. 
Issued  by  any  corporation  or  person ;  per  $100  or  frac- 
tion, 5c. 

Renewals  of  the  loans  are  taxable  like  the  original  issues 
of  the  securities.  Securities  repayable  at  a  premium  pay 
tax  on  the  redeemable  amotmt. 

Bonds — Indemnity  and  Surety.  Including  fidelity  and 
guaranty  insurance;  for  each  policy,  50c.;  and  for  each  $1 
of  the  premium  paid,  Ic. 

Capital  Stock  Tax.    Payable  annually — 

(a)  Domestic  corporations: 

On  the  fair  average  value  of  the  capital  stock 
for  the  preceding  year  ended  June  30th ;  for 
each  $1,000  over  the  first  $5,000,  tax  is  $1. 

(b)  Foreign  corporations: 

On  the  capital  used  for  carrying  on  business  in 
the  U.  S.  during  the  preceding  year  ended 
June  30th;  for  each  $1,000,  tax  is  $1. 
(See  also  the  stamp  tax  on  the  original   issues  of 
certificates,  below.) 
Capital  Stock — Stamp  Tax  on  Original  Issues  of  Stock 
Certificates,  (Payable  Once  Only).    For  each  $100,  or  frac- 
tion of  par  value,  5c.    Shares  of  no  par  value — actual  selling 
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value  $100  or  less,  5c ;  shares  of  no  par  value — actual  selling 
value  over  $100,  5c.  per  $100  or  fraction.  (The  tax  stamps 
are  to  be  attached  to  the  Stock  Books,  not  to  the  certifi- 
cates.) 

Capital  Stock — Transfers.  All  sales  and  transfers  of 
shares,  and  rights  to  subscribe  for  shares;  per  $100  or  frac- 
tion of  par  value  of  shares,  2c.  Shares  of  no  par  value: 
selling  price  $100  or  less,  2c;  selling  price  over  $100  per 
share,  for  each  $100  or  fraction,  2c. 

NOTES.— (1)  The  states  of  New  York,  Pennsylvania  and 
Massachusetts  levy  an  additional  state  tax  of  2c.  per  $100  on 
transfers  of  shares  of  companies  incorporated  in  those  states. 

(2)  Where  shares  are  deposited  as  collateral  for  loans,  no  tax  is 
payable.  Transfers  are  not  taxable  when  made  to  brokers,  as 
intermediaries    for   sales   or   purchases   by   customers. 

(3)  Stamps  must  be  affixed  as  follows : 

(a)  To  the  transfer  books,  where  ownership  is  transferred  by 

entry  in  the  transfer  book ; 

(b)  To   the   certificate,    where    the   transfer   is   eflFective   when 

made  by  the  certificate; 

(c)  To  the  bill  of  sale,  (broker's  note),  where  the  certificate  is 

endorsed  in  blank. 

Certificates  of  Indebtedness.     (See  "Bonds.") 

Cheques  (Bank  Checks).  If  payable  at  sight  or  on  de- 
mand, not  taxed ;  if  payable  otherwise,  per  $100  or  frac- 
tion, 2c.     (See  "Notes"  on  cheques  at  end  of  this  section.) 

Conveyances  of  Real  Estate.  If  made  by  deed  or  written 
agreement,  tax  is  assessed  on  the  selling  price,  less  existing 
mortgages  ;  net  value  over  $100,  but  not  over  $500,  50c.  For 
each  additional  $500  or  fraction,  50c. 

(Conveyances  as  security  for  debt  excepted.) 

Deeds.    (See  "Conveyances.") 

Drafts.  (Payable  at  sight  or  on  demand,  no  tax  pay- 
able). Not  payable  at  sight  or  on  demand;  per  $100  or 
fraction,  2c.  (Foreign  drafts  must  have  stamps  afitixed  on 
acceptance  or  deliver}''  within  the  U.  S.  See  "Notes"  on 
cheques  at  the  end  of  this  section.) 

Mortgage  Guaranty  Policies.  (Same  as  for  "Bonds  of 
Indebtednes.s.") 
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Notes.     (See  "Promissory  Notes"  and  "Bonds.") 

Policies  of  Fidelity  Insurance  and  Guaranty.  (See 
"Bonds  of     Indemnity.") 

Power  of  Attorney.  Per  copy,  25c.  (Exempted :  Those 
used  in  bankruptcy  or  for  gfovernment  pensions  or  claims.) 

Produce  (Merchandise).  Sales  made  on  an  Exchange, 
for  future  delivery,  per  $100  or  fraction  of  the  total  amount 
of  the  transaction,  2c.  (Sales  for  immediate  delivery  are 
exempt.) 

Promissory  Notes.  For  each  original  note,  and  for  each 
renewal  in  writing,  per  $100  or  fraction,  2c.  (See  "Notes" 
at  end  of  this  section.) 

Proxies.  For  meetings  of  corporations,  to  vote  for  elec- 
tions of  directors,  or  other  purposes,  per  document,  2c. 

Rights,  Sales  of.     (See  "Capital  Stock  Transfers.") 

Sales  Agreements.     (See  "Agreements.") 

Title  Insurance  Policies.  (See  "Bonds  of  Indebted- 
ness.") 

Transfers  of  Shares.     (See  "Capital  Stock  Transfers.") 

NOTES  ON  CHEQUES  AND  DRAFTS 
Documents  Not  Taxable 

The  tax  of  2c.  per  $100  is  not  payable  on  the  following : — 

(1)  Cheques  payable  on  demand  and  not  post-dated. 

(2)  Time  drafts  made  payable  in  American  possessions 
abroad. 

(3)  Time  drafts  made  payable  abroad ;  if  drawn  against 
shipments  exported  at  the  time  the  drafts  are  issued. 

(4)  Time  drafts  payable  by  American  banks ;  if  drawn 
against  goods  exported  and  for  the  period  extending 
from  the  shipment  from  a  factory,  or  inland  point  of 
forwarding,  to  the  time  of  arrival  at  an  American  port 
of  shipment. 

(5)  Drafts  drawn  in  the  United  States,  when  the  payer 
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and  receiver  are  both  domiciled  abroad  and  the  pay- 
ment will  be  made  and  received  abroad. 

Documents  Taxable  (at  2c.  per  $100) 

(6)  Cheques  post-dated  when  issued  by  the  drawer, 

(7)  Trade  acceptances,  and  bankers'  acceptances,  drawn 
and  payable  in  the  U.  S. 

(8)  Time  drafts  drawn  or  accepted  in  the  U.  S.,  but  pay- 
able abroad  or  in  U.  S.  possessions. 

(9)  Time  drafts  drawn  against  the  amounts  receivable 
for  exports;  where  the  drafts  are  not  drawn  at  the 
time  the  goods  are  exported. 

(10)  Drafts  drawn  without  date  of  payment  stated,  which 
are  afterwards  accepted  payable  at  a  future  date. 

(11)  Time  drafts  drawn  on  American  banks,  in  order  to 
purchase  goods  for  export. 

Refunds  for  Spoiled  Stamps 

The  amount  of  spoiled  stamps,  or  those  affixed  to  docu- 
ments not  used,  will  be  refunded  by  the  Collector  of  Inter- 
nal Revenue,  provided  that  the  whole  of  the  documents 
(not  torn-off  portions)  are  delivered  to  him  in  support  of 
the  claim  for  refund. 

NOTES  ON  PROMISSORY  NOTES 
Documents  Not  Taxable 

The  tax  of  2c.  per  $100  is  not  payable  on  the  following: — 

(1)  Over-due  promissory  notes  which  are  not  formally  re- 
newed, but  on  which  a  delay  is  allowed  for  payment. 

(2)  Bank  notes  and  certificates  of  deposit. 

(3)  Promissory  notes  made  in  Canada  and  mailed  to  a 
creditor  in  the  U.  S.     (See  No.  10  below.) 

(4)  Promissory  notes,  or  certificates  of  indebtedness,  of 
foreign  governments,  ofifered  for  sale  in  the  U.  S. 
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(5)  Coupons  of  bonds  or  shares  originally  attached  to  the 
certificates. 

(6)  Where  U.  S.  bonds,  issued  after  24th  April,  1917,  are 
pledged  and  are  accompanied  by  a  promissory  note, 
this  note  is  not  taxable,  provided  that  it  is  for  an 
amount  not  exceeding  the  par  value  of  the  bonds. 

Documents  Taxable 

The  following  documents  are  subject  to  tax  at  2c.  per 
$100:— 

(7)  All  promissory  notes,  whether  stated  to  be  payable  on 
demand  or  after  the  date  of  the  note,  and  whether 
given  as  a  payment  or  as  security. 

(8)  Promissory  notes  given  with  mortgages,  as  part  of 
the  arrangement  for  payment  of  the  interest  and  re- 
payment of  the  loan. 

(9)  Renewals  or  extensions  of  time,  for  promissory  notes 
given  for  mortgages. 

(10)  Promissory  notes  made  in  the  U.  S.  and  mailed  to  a 
creditor  in  Canada.     (See  No.  3  above.) 

(11)  Promissory  notes  given  for  loans  on  life  insurance 
policies,  or  for  any  extension  of  time  for  payment  of 
the  premiums. 

Cancellation  of  Stamps.  All  stamps  used  must  be  can- 
celled by  perforation,  or  by  writings  or  stampings  in  ink. 

Refunds  for  Spoiled  Stamps.  The  full  value  of  spoiled 
stamps  or  stamps  affixed  to  unused  documents  will  be  re- 
funded by  the  Collector  of  Internal  Revenue,  provided  that 
the  stamped  documents  in  complete  form  (not  torn-off  por- 
tions) are  produced  to  him. 

FEDERAL  ESTATE  TAX 

Payable  on  the  transfer  of  the  net  estate  of  deceased 
persons,  whether  residents  of  the  United  States  or  not. 
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The  tax  is  payable  by  the  person  who  takes  possession 
of  the  property  of  the  deceased,  as  executor  or  adminis- 
trator. 

The  property  on  which  the  tax  is  assessed  is  the  total 
net  property  of  the  deceased  if  he  is  an  American  citizen, 
or  the  property  in  the  United  States  if  he  is  a  non-resident 
(not  a  citizen).  For  non-residents  the  most  important  items 
subject  to  this  tax  are  (1)  stock  in  an  American  corpora- 
tion and  life  insurance  payable  by  an  American  insurance 
company,  (2)  property  of  which  he  has  created  a  trust  in 
the  United  States,  existing  at  the  time  of  his  death. 

The  estates  of  soldiers  or  sailors  dying  while  serving  in 
the  U.  S.  forces,  or  dying  from  injuries  or  disease  caused 
while  serving,  are  exempt  from  this  tax. 

Within  sixty  days  after  coming  into  possession  of  the 
property,  the  executor  or  administrator  must  make  a  return 
to  the  tax  collector  of  the  district  where  the  deceased  was 
domiciled  or  where  the  property  is  situated.  A  return 
must  be  made  of  the  property  of  every  U.  S.  citizen  if  it 
exceeds  $50,000.  The  first  $50,000  is  exempt  from  taxation 
for  U.  S.  citizens  and  no  return  need  be  made  if  the  total 
property  does  not  exceed  this  amount.  For  non-residents,  a 
return  must  be  made,  however  small  the  amount  of  the 
property  in  the  U.  S.  A.,  because  there  is  no  exemption  for 
the  estate  of  non-residents. 

The  tax  is  payable  out  of  the  estate,  before  distribution, 
and  within  one  year,  but,  in  cases  of  difficulty  in  realizing 
the  estate,  a  delay  up  to  three  years  may  be  allowed.  If 
not  paid  within  one  year  and  180  days  after  the  death,  in- 
terest at  6%  per  annum  is  payable  on  the  duty,  beginning 
after  one  year  from  the  date  of  death. 

The  amoimt  of  property  in  trusts  created  in  expectation 
of  death,  and  amounts  payable  on  life  insurance  policies  of 
American  insurance  companies  transferred  to  other  persons, 
as  a  gift  or  bequest,  are  liable  to  estate  duty. 
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Deductions   Allowed   on   Estates  of   Residents. 

Funeral  and  administration  expenses,  mortgages  pay- 
able, losses  not  covered  by  insurance,  property  inherited 
within  five  years  on  which  estate  duty  has  been  paid,  be- 
quests to  the  U.  S.  government  or  to  charitable,  education- 
al, scientific  or  literary  societies. 

The  first  $50,000  in  value  of  the  estate  is  also  exempt 
from  taxation. 

Deductions  Allowed  on  Estates  of  Non-Residents 

Property  inherited  within  five  years  on  which  the  U.  S. 
estate  tax  has  been  paid,  bequests  as  above  mentioned  for 
residents.  Deduction  may  also  be  made  of  funeral  and  ad- 
ministration expenses,  and  losses  not  covered  by  insurance, 
not  exceeding  in  all  10%  of  the  gross  value  of  the  estate, 
but  no  deductions  whatever  are  allowed  unless  the  executor 
or  administrator  shows  in  the  return  the  whole  of  the  prop- 
erty of  the  non-rcGident,  wherever  situated. 

Liability  for  the  Tax 

The  beneficiaries  are  equally  liable  with  the  executor 
and  administrator  for  payment  of  the  tax,  which  is  a  lien  on 
the  property. 

RATE  OF  ESTATE  TAX  (U.  S.  CITIZENS) 

Total 
Net  Estate        Rate  of  Tax  Separate  Taxes  Taxes 

$50,000  (  Exempt  for  \ 
VU.S.  citizens  j 

Next      50,000             1%             $500  $500 

100,000            2%  2,000+  500              2,500 

100,000            3%            3,000+  2,500  5,500 

200,000            4%  8,000+  5,500             13,500 

300,000            6fo  18,000+  13,500             31,500 

350,0<?0            S%  20,000+  31,500            51,500 
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Total 

Net  Estate 

Rate  of  Tax 

Separate  Taxes 

Taxes 

"      $500,000 

10% 

$50,000+ $51,500 

$101,500 

"        500,000 

12% 

60,000+    101,500 

161,500 

"     1,000.000 

14% 

140,000+    161,500 

301,500 

"     1,000,000 

16% 

160,000+    301,500 

461,500 

"     1,000,000 

18% 

180,000+   461,500 

641,500 

"    3,000,000 

20% 

600,000+   641,500 

1,241,500 

"    2,000,000 

22% 

440,000+1,241,500 

1,681,500 

Above  a  total  of  $10,000,000—25%. 

For  non-residents  (not  citizens)  $500  tax  must  be  added 
to  the  above  amounts  for  the  first  $50,000,  which  is  only 
exempted  from  taxation  for  the  estates  of  U.  S.  citizens. 


Federal  Taxes  of  the  United 
States 

INCOME  TAX 

The  law  applying  to  the  Income  Tax  of  1918,  1919,  1920, 
and  1921,  is  the  War  Revenue  Act  of  1918,  approved  by  the 
President,  February  24,  1919. 

Tax  on  Individuals  and  Partnerships 

The  tax  is  imposed  on  citizens  and  residents  of  the 
United  States  and  on  non-residents  receiving  revenue  from 
the  United  States. 

Persons  Liable 

The  persons  liable  to  pay  tax  are  (1)  all  citizens  of  the 
United  States,  wherever  resident,  even  though  they  may 
receive  no  revenue  from  the  United  States  and  have  no 
property  there ;  (2)  all  aliens  resident  in  the  United  States, 
even  though  their  incomes  are  derived  entirely  from 
abroad ;  (3)  all  non-resident  aliens  with  any  income  derived 
from  sources  within  the  United  States. 

Citizens  are  defined  as  all  persons  born  in  the  United 
States  or  foreigners  who  have  taken  out  final  citizenship 
papers.  (A  naturalized  citizen  who  returns  to  his  native 
country  and  resides  there  for  two  years  successively,  or 
who  lives  in  any  other  foreign  country  for  five  consecutive 
years,  loses  his  United  States  citizenship.) 

Stockholders  in  personal  service  corporations  and  part- 
ners in  ordinary  partnerships  are  taxed  as  individuals.  A 
limited  partnership  is  taxed  as  a  corporation. 

361 
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Normal  Tax  Rates,  1918  to  1921 — Individuals 

For  the  income  of  the  year  1918,  the  normal  tax  was  6% 
on  the  first  $4,000  of  net  income,  after  deduction  of  exemp- 
tions and  abatements,  and  12%  on  any  excess. 

For  the  income  of  the  years  1919,  1920,  and  1921,  and 
the  following  years  (unless  revised  for  1921  and  later)  the 
normal  tax  is  4%  on  the  first  $4,000  and  8%  on  any  excess. 

Exception:  All  the  income  of  alien  non-residents, 
from  the  United  States,  is  taxable  at  the  rate  of  12%  for 
1918  and  8%  for  1919,  1920,  and  1921.  Bond  interest  or 
dividends,  received  by  aliens  or  citizens,  from  corporations 
trading  in  the  United  States,  whether  domestic  or  foreign 
corporations,  is  exempt  from  normal  income  tax,  because  the 
profit  has  already  been  taxed  through  the  corporation. 

Surtax — Individuals.  In  addition  to  the  normal  tax,  a 
surtax  is  levied  on  the  taxable  income  of  every  individual, 
resident  or  non-resident,  having  an  income  of  $5,000  or 
over,  no  credits  or  deductions  being  allowed.  The  rate  is 
the  same  for  citizens  and  aliens. 

In  calculating  surtax,  bond  interest  and  dividends  are 
not  exempted ;  they  must  be  added  to  the  amount  of  normal 
net  income  shown  after  deduction  of  the  exemptions  and 
abatements.  Interest  on  Liberty  Bonds  and  tax  free  bonds 
is  also  to  be  added  as  subject  to  the  surtax.  The  rates  of 
surtax  on  individuals  are  as  follows: — 

(a)  $5,000  to  $6,000,  1%  tax,  being  $10  total  surtax. 

(b)  $6,000  to  $8,000,  2%  surtax,  $40,  plus  tax  on   (a) 

$10,  making  total  surtax  $50  on  $8,000. 

(c)  The   tax   rate   rises    1%    for  each  $2,000  additional 

income,  each  $2,000  or  fraction  is  taxed  sepa- 
rately at  its  proper  rate.  The  following  are 
examples : — 
$20,000  to  $22,000,  rate  9%,  being  $180  on  the  $2,000, 
plus  $710  tax  on  the  amounts  up  to  $20,000, 
making  total  surtax  of  $890. 
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$50,000  to  $52,000,  rate  24%,  being  $480  on  the  $2,000, 
plus  $5,510  tax  on  the  separate  amounts  up  to 

$50,000,  making  $5,990  total  surtax. 
$98,000  to  $100,000,  rate  48%,  being  $960  on  the  $2,000, 

plus   $22,550   on    the   separate    amounts   up   to 

$98,000,  making  the  total  surtax  $23,510. 
(d)  Rates  on  the  higher  amounts  are: — 
$100,000  to  $150,000,  rate  52%,  being  $26,000  on  $50,000, 

plus  $23,510  tax  on   the   earlier   sums,   making 

$49,510   total    surtax. 
$150,000  to  $200,000,  56%,  being  $28,000,  plus  $49,510, 

making  total  surtax  $77,510. 
$200,000  to  $300,000,  rate  60%,  total  surtax  $137,510. 
$300,000  to  500,000,  rate  63%,  total  surtax  $263,510. 
$500,000  to  $1,000,000,  rate  64%,  total  surtax  $583,510. 
$1,000,000  and  upwards,  rate  65%. 

Period  Covered  by  the  Tax 

The  income  tax  of  each  year  is  payable  on  the  income  of 
the  taxpayer  for  the  last  completed  year.  If  the  taxpayer 
does  not  make  up  his  accounts  at  any  other  period,  the 
taxable  year  is  January  1  to  December  31.  The  tax  pay- 
able in  1921  will  be  on  the  profits  of  the  complete  year 
1920,  or  on  a  trading  year  ending  early  in  1921.  The  tax  is 
payable  on  the  trading  of  the  yearly  period  just  closed, 
after  the  profit  or  loss  is  known. 

What  Is  Taxable  Income 

The  income  is  reckoned  on  a  commercial  basis ;  the  tax- 
payer is  allowed  to  charge  against  his  income  all  the  eix- 
penses  incurred  in  earning  the  income.  The  income  for  an 
individual  is  the  total  actually  received  during  a  year,  on 
account  of  interest,  salary,  trading  or  work  of  that  year, 
plus  any  sums  earned  or  credited  during  the  year,  which 
will  be  received  later.  Expenses  incurred  during  the  year, 
but  still  owing  at  the  end  of  the  year,  may  be  charged 
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against  the  year's  income.  Profits  made  by  sales  of  stocks 
or  bonds  or  real  estate,  bought  in  previous  years,  are  sub- 
ject to  income  tax,  in  addition  to  the  ordinary  income  from 
salary  or  trading.  Profits  on  speculations  must  also  be 
included.  Increases  in  values  of  securities,  properties  or 
merchandise  should  not  be  brought  into  account  unless  the 
profits  are  actually  realized  by  sales.  Profits  derived  from 
privileges,  such  as  the  provision  of  a  dwelling  house  rent 
free  in  connection  with  employment,  must  be  added  to  the 
income,  in  this  case  rent  should  be  added. 

Foreign  corporations  and  non-resident  aliens  are  tax- 
able only  on  the  income  from  sources  within  the  United 
States,  including  profits  from  making  or  selling  goods  in 
the  United  States,  dividends  received  from  United  States 
corporations  and  interest  received  on  bonds  or  notes  of 
United  States  corporations  or  residents. 

What  Expenses  May  Be  Charged 

All  usual  business  expenses  and  losses;  repairs  and  re- 
placements necessary  to  keep  properties  in  good  condition, 
but  not  enlargements  or  extensions ;  expenses  incurred  but 
not  paid,  may  all  be  included.  Liabilities  for  compensa- 
tion to  workmen,  or  on  a  judgment  for  damages,  may  also 
be  charged,  even  though  not  yet  paid.  The  taxpayer  is  not 
allowed  to  charge  against  his  income  any  personal  expenses 
or  living  or  family  expenses. 

The  following  may  also  be  charged;  interest  paid  on 
loans,  state  and  local  taxes  (other  than  income  tax  or  excess 
profits  tax),  losses  not  covered  by  insurance,  bad  debts, 
reasonable  depreciation,  allowances  for  wear  and  tear  of 
property  or  machinery  and  equipment,  and  subscriptions 
to  religious,  charitable,  educational  or  scientific  associations. 

Exemptions  and  Rebates 

Family  allowance.  A  married  man  living  with  his  wife, 
or  the  head  of  a  family  maintaining  a  home  and  having 
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other  persons  depending-  on  him,  is  allowed  the  first  $2,000 
of  income  free  of  tax.  He  is  allowed  a  further  $200 
tax  free  for  each  dependent  under  18  years  of  age  and  not 
self-supporting,  or  over  that  age  and  physically  or  mentally 
defective,  if  resident  in  the  United  States.  These  allow- 
ances are  not  made  to  a  resident  alien,  whose  wife  and 
family  are  living  abroad,  unless  his  native  country  would 
allow  a  similar  rebate  to  an  American  citizen  living  in  that 
country.  Most  foreign  countries  allow  the  exemption  for  a 
wife  and  children.  India,  Italy,  Salvador,  Slavonia,  Slov- 
akia, Croatia  and  Transylvania,  only  m'ake  the  allowance 
for  maintaining  a  home;  citizens  of  those  countries  resident 
in  the  United  States  are  therefore  only  entitled  to  the 
$2,000  rebate. 

The  following  countries  make  no  allowance  to  Ameri- 
can residents,  their  citizens  therefore  receive  no  rebate  here, 
if  they  are  resident  in  the  United  States  and  their  families 
are  living  abroad ;  Australia,  Costa  Rica,  Great  Britain  and 
Ireland,  Japan,  the  Netherlands,  New  Zealand  and  Sweden. 

Tax  Exemptions  of  Liberty  Bonds  and  Victory  Notes 

The  appended  Treasury  circular,  issued  under  date  of 
April  23,  1919,  with  reference  to  the  tax  exemptions  of  Lib- 
erty bonds  and  Victory  notes,  was  published  for  the  infor- 
mation of  internal-revenue  officers  and  others  concerned. 

Liberty  bonds  and  Victory  notes  issued  under  authority 
of  the  acts  of  Congress  approved  April  24,  1917,  September 
24,  1917,  April  4,  1918,  July  9,  1918,  September  24,  1918, 
and  March  3,  1919,  are  entitled,  respectively,  to  the  exemp- 
tions from  taxation  set  forth  in  said  acts,  from  which  the 
statements  on  this  page  are  summarized,  and  to  which 
they  are  subject. 

(I.)  4  per  cent,  and  4%  per  cent,  bonds  are  exempt  from 
all  Federal,  State,  and  local  taxation,  except  (a)  estate  or  in- 
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heritance  taxes,  and  (b)  Federal  income  surtaxes  and  prof- 
its taxes,  as  follows: 

1 .  First  Liberty  loan  converted  4  per  cent,  bonds  of  1932- 
1947  (first  4s). 

2.  First   Liberty  loan   converted  4^    per  cent,   bonds  of 
1932-1947  (first  4}is,  issue  of  May  9,  1918). 

3.  First  Liberty  loan  second  converted  4^  per  cent,  bonds 
of  1932-1947  (first  4i4s,  issue  of  Oct.  24,  1918). 

4.  Second  Liberty  loan  4  per  cent,  bonds  of  1927-1942  (sec- 
ond 4s). 

5.  Second   Liberty   loan   converted   4^4    per  cent,   bonds   of 
1927-1942  (second  4>^s). 

6.  Third  Liberty  loan  4^  per  cent,  bonds  of  1928  (third 

4Ms). 

7.  Fourth  Liberty  loan  4%.  per  cent,  bonds  of  1933-1938 
(fourth  4}is). 

8.  Victory    Liberty    loan   4^    per   cent,    convertible    gold 
notes  of  1922-1923  (4}i  per  cent.  Victory  notes). 

Are  exempt,  both  as  to  principal  and  interest,  from  all 
taxation  now  or  hereafter  imposed  by  the  United  States, 
any  State,  or  any  of  the  possessions  of  the  United  States, 
or  by  any  local  taxing  authority,  except  (a)  estate  or 
inheritance  taxes,  and  (b)  graduated  additional  income 
taxes,  commonly  known  as  surtaxes,  and  excess-profits 
and  war-profits  taxes,  now  or  hereafter  imposed  by 
the  United  States,  upon  the  income  or  profits  of  in- 
dividuals,   partnerships,    associations,    or   corporations. 

(II.)  4  per  cent,  and  4}i  per  cent,  bonds  are  entitled  to 
limited  exemptions  from  Federal  income  surtaxes  and 
profits  taxes,  as  follows : 

4  per  cent,  and  4J4  per  cent.  Liberty  bonds  (but  not  4^ 
per  cent.  Victory  notes)  are  entitled  to  certain  limited  ex- 
emptions from  graduated  additional  income  taxes,  com- 
monly known  as  surtaxes,  and  excess-profits  and  war-  prof- 
its taxes,  now  or  hereafter  imposed  by  the  United  States, 
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upon  the  income  or  profits  of  individuals,  partnerships,  as- 
sociations, or  corporations,  in  respect  to  the  interest  on  prin- 
cipal amounts  thereof,  as  follows: 

$5,000  in  the  ag-gregate  of  first  4s,  first  454s  (issues  of 
May  9  and  Oct.  24,  1918),  second  4s  and  4^s, 
third  454s,  fourth  454  s,  treasury  certificates,  and 
war-savings  certificates. 

30,000  of  first  454  (issue  of  Oct.  24,  1918,  only),  until  the 
expiration  of  two  years  after  the  termination  of 
the  war. 

30,000  of  fourth  454  s,  until  the  expiration  of  two  years 
after  the  termination  of  the  war. 

30,000  in  the  aggregate  of  first  4s,  first  454s   (issues  of 
May  9  and  Oct.  24,  1918),  second  4s  and  454s,  third 
45^5,  and  fourth  454s,  as  to  the  interest  received 
on   and  after  January   1,   1919,   until   the  expira- 
tion of  five  years  after  the  termination  of  the  war. 

45,000  in  the  aggregate  of  first  4s,  first  454s,  (issue  of 
May  9,  1918,  only),  second  4s  and  454s,  and  third 
454s,  as  to  the  interest  received  after  January  1, 
1918,  until  the  expiration  of  two  years  after  the 
termination  of  the  war;  this  exemption  condi- 
tional on  original  subscription  to,  and  continued 
holding  at  the  date  of  the  tax  return  of,  two-thirds 
as  many  bonds  of  the  fourth  Liberty  loan, 

20,000  in  the  aggregate  of  first  4s,  first  454s  (issues  of 
May  9  and  October  24,  1918),  second  4s  and  4>4s, 
third  454s,  and  fourth  454s,  as  to  the  interest 
received  on  and  after  January  1,  1919;  this  ex- 
emption conditional  upon  original  subscription  to, 
and  continued  holding  at  the  date  of  the  tax  re- 
turn of,  one-third  as  many  notes  of  the  Victory 
Liberty  loan,  and  extending  through  the  life  of 
such  notes  of  the  Victory  Liberty  loan. 
$160,000  total    possible   exemptions    from    Federal   income 
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surtaxes  and  profits  taxes,  subject  to  conditions 
above  summarized. 

(III.)  3^  per  cent,  bonds  and  3^'  per  cent,  notes  are 
exempt  from  all  Federal,  State  and  local  taxation,  except 
estate  or  inheritance  taxes,  as  follows: 

1.  First  Liberty  Loan  3^^  per  cent.  Bonds  of  1932- 
1947  are  exempt,  both  as  to  principal  and  interest, 
from  all  taxation  (except  estate  or  inheritance 
taxes)  now  or  hereafter  imposed  by  the  United 
States,  any  state,  or  any  of  the  possessions  of  the 
LTnited  States,  or  by  any  local  taxing  authority. 

2.  Victory  Liberty  Loan  3^  per  cent.  Convertible 
Gold  Notes  of  1922-1923  are  exempt,  both  as  to 
principal  and  interest,  from  all  taxation  (except 
estate  or  inheritance  taxes)  now  or  hereafter  im- 
posed by  the  United  States,  any  State,  or  any  of 
the  possessions  of  the  United  States,  or  by  any 
local  taxing  authority. 

For  the  purposes  of  the  additional  tax  exemption  for 
Liberty  bonds  granted  by  section  2  (b)  of  the  Victory 
Liberty  I-oan  Act,  approved  March  3,  1919,  Victory  notes 
of  either  series  issued  upon  conversion  of  Victory  notes  of 
the  other  series  which  were  originally  subscribed  for  by 
any  taxpayer  will  be  deemed  to  have  been  originally  sub- 
scribed for  by  such  taxpayer. 

Other  Exemptions — Individuals : 

(1)  Interest  on  bonds  of  American  states,  territories, 
or  districts,  or  of  the  District  of  Columbia,  or  income  from 
bonds  issued  under  the  powers  of  the  Federal  Farm  Loan 
Act  of  1916. 

(2)  Interest  on  honds  of  the  United  States  Government 
or  its  possessions,  and  bonds  issued  by  the  War  Finance 
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Corporation.  (The  receiver  of  the  interest  from  the  United 
States  Government  or  State  bonds  must  make  a  return  of 
his  receipts  to  the  Commissioner.  This  exemption  from 
tax  only  applies  to  income  from  United  States  bonds  and 
War  Finance  Corporation  bonds  issued  after  September  1, 
1917.) 

(3)  Dividends  received  from  United  States  corporations 
M^hich  have  paid  income  tax  on  their  profits. 

(4)  Amounts  of  all  life  insurance  policies  received  by 
relatives  of  an  insured  person,  or  other  beneficiaries. 

(5)  Returns  of  premiums  on  life  insurance  policies. 

(6)  The  value  of  property  received  by  gift  or  inheri- 
tance (the  income  from  such  property  must  be  brought 
into  account  as  gross  income), 

(7)  Compensation  or  damages  received  by  a  workman 
on  account  of  sickness  or  accident. 

(8)  Salary  or  compensation  of  members  of  the  United 
States  military  and  naval  forces,  up  to  $3,500  per  annum, 
received  for  active  service  during  the  present  war. 

Foreign  Payments  Not  Taxable 

Salaries  paid  by  American  business  firms  to  foreign 
employees  living  abroad,  and  rents  paid  for  foreign 
premises. 

Bond  interest  and  dividends  paid  abroad  by  corporations 
organized  in  the  United  States,  but  doing  no  business  here 
and  owning  no  property  here,  are  exempt  from  the  tax. 

Payments  to  foreign  holders  of  Liberty  Loans  or  United 
States  certificates  of  indebtedness,  are  not  subject  to  tax. 

Tax  on  Corporations. 

RATES  OF  TAX  :    For  the  income  (profits)  of  the  year 

1918,  12%  on  the  net  income.     For  the  income  of  the  years 

1919,  1920  and  1921,  10%  of  the  net  income.  Allowance  of 
$2,000  tax  free  for  the  U.  S.  corporations ;  no  allowance  for 
corporations  formed  under  foreign  laws. 
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The  net  income  means  profits  from  carrying  on  busi- 
ness, plus  additional  income  from  all  other  sources.  Ordi- 
nary business  expenses  may  be  charged,  as  for  individuals, 
but  income  tax,  and  excess  profits  tax,  must  not  be  charged 
against  profits  in  the  income  tax  return. 

EXEMPTED  INCOME:  (1)  Interest  received  from 
bonds  and  notes  of  indebtedness  of  the  U.  S.,  (2)  or  of  the 
War  Finance  Corporation,  or  (3)  dividends  of  U.  S.  cor- 
porations paying  income  taxes ;  (4)  an  allowance  is  made 
to  American  corporations  of  !$2,000  tax  free,  as  against  the 
$4,000  allowed  to  individuals. 

Personal  Service  Corporations. 

These  are  corporations  formed  by  men  whose  work 
earns  the  chief  part  of  the  revenue  (for  example,  architects 
and  dentists)  and  where  capital  is  not  the  chief  factor  for 
producing  the  income.  The  stockholders  of  personal  service 
corporations  are  taxed  on  their  separate  receipts  of  profits 
distributed  and  on  their  proportions  of  the  profits  of  the 
year   which    remain   undistributed. 

Corporations  Liable 

Every  domestic  corporation  formed  under  the  laws  of 
any  of  the  states  of  the  U.  S.,  or  of  its  possessions,  and 
every  corporation  formed  under  the  laws  of  any  foreign 
country,  if  it  is  carrying  on  business  in  the  U.  S.,  are  liable 
to  pay  income  tax. 

American  corporations  pay  tax  on  the  whole  of  their 
profits,  whether  derived  from  the  U.  S.  or  from  abroad. 
Alien  corporations  are  taxable  only  on  the  profits  earned 
by  carrying  on  business  in  the  U.  S. 

The  incomes  of  corporations  of  a  charitable,  scientific, 
religious  or  educational  nature,  which  are  not  formed  for 
profit,  are  not  taxable. 
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Returns 


These  must  be  made  by  March  15th  of  each  year,  or  on 
or  before  the  15th  day  of  the  third  month  after  the  close 
of  the  financial  year  of  any  person,  firm  or  corporation. 
Returns  must  be  made  under  oath.  All  exemptions  and 
aibatements  must  be  claimed  on  the  return,  or  they  will  not 
be  allowed. 

The  following  must  make  returns : — 

(1)  Every  single  individual,  or  married  person  living 
alone,  and  having  an  income  of  $1,000  or  more  per  annum. 

(2)  Married  persons  having  a  joint  income,  of  husband 
and  wife,  of  $2,000  or  over;  a  single  joint  return  may  be 
made. 

(3)  Partnerships  may  make  returns  as  firms,  but  must 
state  the  names  and  addresses  of  partners  and  their  shares 
of  the  net  profits.  The  partners  are  taxed  individually  for 
the  partnership  profits. 

(4)  Domestic  corporations  make  a  return  of  their  total 
profits,  from  all  sources. 

(5)  Foreign  corporations  make  returns  of  the  profit 
derived  from  business  done  in  the  U.  S.  and  dividends, 
bond  interest,  and  any  other  income  from  the  U.  S. 

(6)  Trustees  of  property  (except  receivers),  must 
make  returns  of  income  of  the  trust 

(7)  Consolidated  or  affiliated  corporations  are  to  make 
returns  covering  the  whole  of  the  business  done. 

There  are  heavy  fines  for  failure  to  make  returns  or 
for  making  incorrect  returns. 

Overpayment 

Where  losses  occur  after  the  return  has  been  made,  such 
losses  being  chargeable  against  the  profits  of  the  last  year, 
an  amended  return  may  be  made  when  such  losses  become 
known. 
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If  tax  has  already  been  paid,  refund  will  be  made  of  the 
portion  overpaid. 

When  Taxes  Payable 

They  are  payable  in  four  instalments,  the  first  to  be 
paid  March  15th,  when  filing-  the  returns,  and  the  others  at 
intervals  of  three  months,  the  last  instalment  being  payable 
December  15th. 

Failure  to  pay  instalments  makes  the  whole  of  the  tax 
payable,  in  addition  to  interest  of  12%  per  annum. 


EXCESS  PROFITS  TAX 

This  tax  is  payable  only  by  corporations  on  excess 
profits  earned  since  the  year  the  war  began,  i.  e.,  1914. 

The  profits  earned  on  invested  capital  in  the  pre-war 
period  of  the  three  years  1911,  1912  and  1913,  are  averaged 
and  compared  with  the  profits  for  the  present  year,  $3,000 
extra  profit  being  first  allowed. 

If  the  present  profits  on  the  invested  capital  exceed  the 
pre-war  average  by  a  further  10%  or  more,  excess  profits 
tax  must  be  paid. 

The  tax  payable  (in  addition  to  the  normal  income  tax) 
is  as  follows : 

On  1918  Income  or  Profits 

(a)  An  exemption  of  $3,000  is  allowed,  plus  an  allow- 
ance of  8%  on  the  invested  capital,  as  a  fair  profit.  (For- 
eign corporations  do  not  receive  the  allowance  of  $3,000)  ; 

(b)  A  tax  is  charged  of  30%  of  the  excess  profit  or 
income,  (after  deduction  of  (a)  which  is  not  over  20%  on 
the  invested  capital)  ; 

(c)  Tax  is  charged  of  65%  of  the  profit  which  is  over 
20%  on  the  invested  capital; 

(d)  Tax  is  charged  of  the  amount  by  which  80%  of  the 
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net  income,  in  excess  of  the  war  profits  credit,  exceeds  the 
sum  of  the  taxes  payable  under  (b)  and  (c). 

On  1919,  1920  and  1921,  Income  or  Profits 

(a)  An  exemption  of  $3,000,  plus  an  allowance  of  8% 
on  the  invested  capital ; 

(b)  Tax  of  20%  of  the  net  income  or  profit  (after  de- 
duction of  (a),  not  being  over  20%  on  the  invested  capital)  ; 

(c)  Tax  of  40%  of  the  net  income  or  profit  of  over  20% 
on  the  invested  capital. 

Payment  of  Tax  at  Source — Non-Resident  Aliens 
and  Alien  Corporations 

Every  individual  partnership  or  corporation  in  the  U.  S. 
having  control  of  the  payment  of  salaries,  wages,  or  any 
periodical  payments  of  income  to  non-resident  aliens,  must 
deduct  8%  income  tax  from  such  payments. 

For  payments  of  income  or  profit  to  alien  corporations, 
10%  per  annum  tax  must  be  withheld. 

For  interest  on  bonds  paid  "tax  free".  2%  income  tax 
must  be  withheld. 

The  "withholding  agent"  must  make  a  return  to  the  Tax 
Commissioner  and  pay  over  the  deductions  on  March  15th 
of  each  year,  or  oftener. 


New  York  State  Income  Tax 

This  tax  is  entirely  separate  from  the  Federal  Income 
Tax,  and  is  additional  to  it.  The  tax  was  imposed  by  a 
law  passed  May  14,  1919,  by  the  New  York  State  Legis- 
lature, but  for  the  purpose  of  ascertaining  profits  or  losses 
on  sales  of  properties  and  securities,  their  original  values 
are  taken  as  at  January  1,  1919. 

Parties  Liable  to  the  Tax 

Individuals,  partnerships,  estates  and  trusts. 

Tax  on  Corporations 

American  and  foreign  corporations  are  not  liable  to  this 
tax.  They  are  assessed  for  payment  of  a  franchise  tax  on 
business  corporations,  which  is  sometimes  called  "State 
Corporation  Income  Tax,"  at  the  following  rate: — 

4V^%  tax  on  the  entire  net  income  earned  within  the 
State. 

Instead  of  paying  this  tax,  the  corporation  may  pay  one 
mill  per  $1,  (1/1000  of  $1)  on  its  capital  stock.  (See  laws 
of  the  separate  states,  under  the  heading  of  New  York.) 

Differences  Between  the  Federal  and  the  State  Income 
Taxes 

With  regard  to  individuals,  partnerships,  estates,  and 
trusts,  the  regulations  of  the  Federal  Income  Tax  laws 
have  been  generally  adopted  for  the  State  Income  Tax. 

The  following  are  the  chief  differences  between  the 
two  systems  of  taxation: 

(1)  Corporations  are  not  taxed  by  the  state  laws,  but 
are  specially  taxed  by  the  Federal  Income  Tax  laws; 
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(2)  State  laws  do  not  allow  personal  service  corpora- 
tions (partnerships  of  professional  men  using  little  or  no 
capital)  to  be  treated  as  corporations.  The  Federal  Income 
Tax  laws  do  permit  of  such  classification. 

(3)  The  state  laws  divide  the  taxpayers  into  two  general 
classes,  (a)  residents,  and  (b)  non-residents.  For  the  Fed- 
eral tax  they  are  divided  into  (c)  citizens  and  resident 
aliens,  and  (d)  non-resident  aliens. 

(4)  Limited  partnerships  are  treated  as  partnerships, 
and  the  partners  are  taxed  as  individuals,  for  the  state  in- 
come tax.  For  the  Federal  income  tax,  a  limited  partner- 
ship is  treated  as  a  corporation. 

(5)  Federal  tax  is  payable  in  four  quarterly  instalments, 
commencing  March  15th;  state  tax  is  payable  in  full  on 
March  15th. 

Rate  of  Tax 

Tax  is  assessed  on  the  basis  of  the  returns  prepared  by 
the  taxpayers. 

For  the  years  1919,  1920,  1921,  and  until  new  regulations 
are  made,  the  rates  are  as  follows: — 

1%  on  the  first  $10,000  of  net  income,  after  deducting 

exemptions  and  abatements; 
2%  on  the  amount  over  $10,000,  but  not  over  $50,000 ; 
3%  on  the  amount  over  $50,000. 

What  Income  Is  Taxable 

(1)  The  net  income  of  every  person  resident  in  the  State 
of  New  York. 

(2)  The  net  income  of  every  person  resident  outside  the 
State  of  New  York,  if  employed  or  carrying  on  business 
solely  in  the  State  of  New  York. 

(3)  Income  from  property  owned  in  the  State  of  New 
York  or  from  any  business,  trade,  profession,  or  occupation 
carried  on  in  the  State  by  persons,  estates,  or  trusts. 
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(4)  The  income  of  every  estate  or  trust  resident  in  the 
State. 

Net   Income   Defined 

The  ordinary  commercial  definition  of  income,  as  stated 
in  the  Federal  Income  Tax.  laws,  is  adopted.  It  is  the  profit 
or  income  remaining  after  charging  the  cost  of  obtaining 
it.  The  taxpayer  may  render  returns  based  on  any 
system  of  accounting  which  will  show  a  true  profit 
or  income,  but  he  must  use  the  same  method  continuously 
and  must  not  change  his  accounting  system  except  by  per- 
mission of  the  Comptroller. 

For  manufacturing  and  trading  concerns,  the  making  of 
an  annual  inventory,  and  the  separation  of  capital  and  in- 
come payments  and  receipts  are  required,  as  essentials  for 
ascertaining  the  correct  profits. 

Income  Taxes 

Neither  State  nor  Federal  Income  Taxes,  nor  Excess 
Profits  taxes  are  allowed  to  be  charged  as  expenses  against 
income,  in  arriving  at  the  amount  taxable  for  State  income 
tax. 

Yearly  Period 

If  the  taxpayer  has  no  recognized  trading  year,  or  does 
not  keep  books,  his  return  of  income  or  profits  should  cover 
the  calendar  year  from  January  1st  to  December  31st,  in- 
clusive :  or,  the  return  may  cover  any  period  ending  not 
later  than  March  l.Sth  of  the  year  when  the  tax  is  payable. 

If  it  is  desired  to  close  the  yearly  accounts  later,  per- 
mission must  be  obtained  from  the  Comptroller.  Interest 
is  then  charged  on  the  tax,  from  March  15th  until  it  is 
actually  paid. 

Accounts  may  be  either  on  the  basis  of  cash  received 
and  paid,  or  on  profits.     Losses  and  expenses  may  be  ac- 
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crued  at  the  beginning  and  end  of  each  year.     Whichever 
basis  is  adopted  must  be  continued  for  later  years. 

Filing  Return 

Each  taxpayer  must  make  a  return  of  income  and  profits 
on  the  proper  forms,  on  or  before  March  15th.  The  return 
must  cover  the  year  ending  December  31st  previous,  or  a 
trading  year  between  that  date  and  the  date  of  filing  the 
return.  Forms  may  be  obained  from  the  Income  Tax  Of- 
fice. Foreign  taxpayers  may  make  returns  otherwise  than 
on  the  regular  forms. 

Tax — When   Payable 

The  tax  is  payable  at  the  time  the  return  is  made;  un- 
certified cheques  are  accepted.  The  return  and  cheqvie  must 
be  mailed  in  time  to  reach  the  collector  on  March  15th,  at 
the  latest. 

Where  Payable 

The  returns  and  cheques  should  be  sent  to  the  district 
ofifices  or  to  the  New  York  State  Income  Tax  Bureau,  Al- 
bany, N.  Y. 

All  partnership  returns  should  be  made  to  Albany. 

Separate  receipts  for  the  tax  payments  will  not  be  sent, 
unless  specially  requested. 

Who  Must  Make  Annual  Returns 

Returns  must  be  made  by  (1)  every  resident  of  the 
state  receiving  over  $1,000  per  annum,  if  unmarried; 

(2)  Every  unmarried  non-resident  of  the  State  receiving 
over  $1,000  from  employment  or  other  source  within  New 
York  State. 

(3)  Every  married  couple,  living  together,  resident  in 
the  State  and  receiving  a  joint  income  of  over  $2,000; 

(4)  Every  married  couple  not  living  in  the  State  but 
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receiving  a  joint  income  of  over  $2,000  from  salary  or  other 
revenue  derived  from  the  State; 

(5)  Every  trustee  of  a  trust  situated  in  the  State; 

(6)  Every  trustee  of  income  derived  from  property  in 
the  State. 

(7)  Every  person  or  partnership  carrying  on  business 
within  the  State  (even  for  less  than  a  year)  from  a  fixed 
place  of  business  within  the  State,  whether  a  shop,  store, 
office,  or  simply  desk-space  in  an  office. 

Exemptions  and  Abatements 

(1)  Single  persons  who  are  not  heads  of  families,  and 
married  persons  living  apart  from  each  other,  are  allowed 
the  first  $1,000  of  income  free  of  the  tax. 

(2)  Married  couples  living  together,  or  single  persons 
keeping  a  home  and  maintaining  physically  or  mentally  in- 
capable relatives,  or  dependents  under  18  years  of  age 
(whether  relatives  or  adopted),  are  allowed  an  exemption 
of  $2,000  per  annum,  plus  $200  for  each  dependent. 

The  above  exemptions  apply  to  all  residents  in  the  State. 
They  also  apply  to  non-residents  who  make  a  full  return 
of  all  their  income  from  every  source. 

As  an  exception,  a  resident  alien  whose  wife  and  family 
are  living  abroad  is  only  allowed  the  exemption  of  $1,000. 

Deductions  Allowed  to   Be   Charged  Against  Income  or 
Profits 

(1)  All  usual  business  expenses  properly  incurred  in 
order  to  earn  the  income  or  profits. 

(2)  Federal  and  State  taxes  on  property,  accrued  due 
during  the  year,  (Federal  and  State  Income  tax  and  Excess 
Profits  tax  are  not  allowed  as  expenses). 

(3)  Automobile  license  tax. 

(4)  Payments  of  taxes  to  States,  for  exempting  securi- 
ties from  separate  taxation. 

(5)  Losses  on  any  transaction  entered  into  for  profit. 
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(6)  Fire  and  other  losses  not  covered  by  insurance. 

(7)  Shrinkage  in  value  of  securities,  (only  for  dealers 
in  securities).  , 

(8)  Losses  on  writing-off  worthless  securities. 

(9)  Bad  debts  which  were  owing  at  January  1,  1919,  or 
incurred  later. 

(10)  Depreciation  of  property,  from  the  valuation  of 
Jan.  1,  1919. 

(11)  Depletion  of  oil  and  gas  wells,  natural  deposits  and 
timber  land. 

(12)  Contributions  to  charitable,  religious,  scientific  and 
educational  associations  organized  or  incorporated  under 
the  laws  of  the  State  of  New  York. 

Income  and  Expenses  Which  Should  Not  Be  Shown  in  the 
Return 

(A)  INCOME  NOT  TAXABLE : 

(1)  Income  received  from  corporations  and  others 
which  is  declared  to  be  "tax  free". 

(2)  Interest  received  on  the  bonds  of  the  U.  S.  Gov- 
ernment or  any  of  its  possessions. 

(3)  Interest  on  the  bondsi  of  the  War  Finance  Cor- 
poration. 

(4)  Interest  on  the  bonds  of  the  State  of  New  York 
or  other  states  of  the  U.  S.  or  of  municipalities  or 
other  taxing  authorities. 

(5)  Dividends  from  (a)  Federal  Land  Bank  stocks, 
(b)  National  Farm  Loan  associations,  (c)  Farm 
Loan  bonds;  (d)  Federal  Reserve  Banks  stocks. 

(6)  Interest  accrued  due  to  the  taxpayer  before  Jan. 
1,  1919,  but  not  paid  until  later.  (This  is  treated 
as  capital.) 

(B)  EXPENSES  NOT  ALLOWED  TO  BE 
CHARGED. 

(7)  Federal  or  State  Income  tax  and  Excess  Profits 
tax. 
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(8)  Any  tax  on  property  charged  only  against  the 
property  benefited,  and  not  being  a  general  tax 
on  the  whole  district. 

(9)  Taxes  payable  to  foreign  governments. 

(10)  Shrinkage  in  value  of  securities  bought  for  in- 
vestment by  a  person  or  firm  not  being  a  dealer  in 
securities. 

(11)  Assessments  on  shares  or  bonds.  (These  are  con- 
sidered as  further  investments  of  capital.) 

(12)  Commissions   paid   by   an   investor   for   purchases 
or  sales  of  bonds.     (These  are  considered  as  ad- 
ditions to  the  cost,  or  as  deductions  from  the  sell- 
ing price.) 

Non-Residents  of  the  State 
INCOME  TAXED  :— 

(1)  Rents  and  other  income  from  property  owned 
within  the  State; 

(2)  Income  from  every  business,  trade,  profession  or 
occupation  carried  on   within  the  State ; 

INCOME  NOT  TAXED:— 

(3)  Interest  received  on  bank  deposits  within  the 
State ; 

(4)  Interest  received  on  bonds,  notes,  or  dividends  of 
corporations  carrying  on  business  within  the  State. 

(5)  Income  from  businesses  or  occupations  carried  on 
outside  New  York  State,  although  directed  from 
within  the  State. 

(6)  Profits  made  on  the  New  York  Stock  Exchange  in 
buying  or  selling  securities,  where  the  taxpayer  is 
not  a  dealer  in  securities.  (Losses  on  Stock  Ex- 
change dealings  are  not  chargeable  against  income, 
because  no  tax  is  payable  on  the  profits.) 
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Taxes  Collected  by  Deduction  from  Payments 

SALARIES.  Employers  of  residents  should  require  a 
certificate  of  residence  to  be  given  each  year.  If  such  a 
certificate  is  not  produced,  the  employer  must  withhold 
from  the  salary  1%  on  the  first  $10,000,  and  2%  on  the 
excess  over  $10,000. 

For  all  employees  not  resident  in  the  state,  the  same 
deduction  must  be  made. 

The  employer  must  make  a  return  of  these  deductions 
and  pay  the  amount  over  to  the  Income  Tax  Bureau  on 
March  15th  of  each  year,  for  the  deductions  of  the  previous 
year  up  to  December  v31st.  No  deductions  must  be  made 
from  fees  or  charges  for  professional  services,  unless 
charged  on  a  yearly  basis. 

Information  at  the  Source 

Employers  and  other  persons  and  firms  paying  salaries 
or  other  income,  to  the  amount  of  $1,000  or  over  per  annum, 
must  make  separate  returns  for  each  individual  so  paid,  and 
send  the  returns  to  the  New  York  State  Income  Tax  Bu- 
reau, Albany.  Corporations  paying  $1,000  or  over  of  in- 
terest, to  a  resident,  must  report  this  in  the  same  way. 

Refunds  of  Overpayments 

Amended  accounts  may  be  presented  within  reasonable 
delays.  Overpayments  of  State  Income  tax  may  be  claimed 
and,  if  approved,  the  amounts  will  be  credited  to  the  taxes 
of  the  next  period,  or  refunded  by  cheque. 

Underpayments 

Demands  by  the  Comptroller  for  balances  due  through 
underpayments,  by  reason  of  errors  in  the  accounts,  are  due 
within  30  days  of  the  demand ;  a  penalty  of  5%  on  the 
amount,  plus  interest  of  1%  per  month,  will  be  charged  on 
delayed  payments. 
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,  Where  the  time  for  delivery  of  the  return  has  been  ex- 
tended by  request,  interest  of  6%  per  annum  is  payable 
from  March  15th. 

Penalties 

For  making  returns  after  March  15th,  but  within  60 
days,  5%  on  the  total  tax,  plus  1%  per  month  interest  from 
March  15th. 

For  delaying  the  making  of  the  return  for  more  than  60 
days,  double  the  tax  is  charged,  plus  5%,  plus  interest  of  1% 
per  month. 


Bills  of  Exchange  Laws  of  the 
United  States 

In  the  course  of  continuous  international  dealings  in 
bills  of  exchange,  the  practice  and  customs  of  dealers  and 
merchants  have  become  standardized. 

International  Laws 

The  U.  S.  A.,  Canada,  France  and  Great  Britain  have  all 
passed  laws  which  are  practically  alike,  respecting  bills  of 
exchange. 

The  chief  market  for  trading  in  foreign  bills  is  London 
and  the  law  on  bills  of  exchange,  in  force  there,  has  been 
explained  fully  in  the  British  section  of  this  book. 

American  Laws 

In  the  U.  S.  several  of  the  states  have  adopted  the  Amer- 
ican Uniform  Bills  of  Exchange  Law.  For  those  states 
which  have  not  adopted  this  uniform  law,  the  common  law 
applies.  As  the  uniform  law  is  practically  the  common  law, 
which  has  been  adopted  by  an  Act,  it  may  be  considered 
that  the  American  ITniform  Bills  of  Exchange  Law  applies 
throughout  the  United  States. 

Differences  Between  American  and  British  Laws 

The  following  are  the  differences  between  American 
and  British  practice. 

Certified  cheques  are  used  in  the  U.  S.  but  not  in  Lon- 
don. When  an  American  banker  certifies  a  cheque  he 
becomes  liable  to  pay  it  and  the  drawer  of  the  cheque  is 
charged. 

There  is  no  American  stamp  duty  payable  on  cheques 
or  bills  of  exchange  payable  on  demand. 

In   Britain  cheques  and  bills  of  exchange  payable  not 
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more  than  three  days  after  sight  pay  a  tax  of  two  pence 
(4c.),  whatever  may  be  their  amounts. 

Crossed  and  "not  negotiable"  cheques  are  used  in  Brit- 
ain, but  not  in  the  U.  S.  A  "crossed  cheque"  has  two 
parallel  lines  stamped  or  written  across  the  face;  the  effect 
of  this  "crossing"  is  to  prevent  the  cheque  being  paid  in 
cash.  It  can  only  be  collected  by  a  banker,  for  placing  to 
the  credit  of  a  customer.  If,  in  addition  to  the  crossing, 
the  words  "not  negotiable"  are  written  or  stamped  within 
the  parallel  lines  of  the  crossing,  the  effect  is  to  take  the 
cheque  out  of  the  bills  of  exchange  law.  If  such  a  cheque 
was  stolen  or  lost,  the  true  owner  of  it  could  recover  its 
amount  from  any  person  who  had  collected  it  through  a 
banker.  No  one  could  become  the  lawful  owner  of  such  a 
cheque  by  honestly  and  innocently  giving  value  for  it. 
It  must  also  have  been  received  from  someone  to  whom  it 
was  lawfully  transferred  by  the  true  owner.  Such  lawful 
transfer  would  have  to  be  proved  by  the  person  who  col- 
lected on  the  cheqvie;  if  he  could  not  prove  this,  his  claim 
to  retain  the  money  would  fail. 

The  only  other  important  difference  between  American 
and  British  practice  with  regard  to  cheques  is  that  no 
identification  is  required  in  Britain.  Provided  that  the 
cheque  is  an  "open"  one,  (not  "crossed")  and  is  properly 
endorsed,  the  banker  is  free  from  liability  if  he  pays  it  to 
any  one  presenting  it  who  appears  to  be  a  lawful  holder. 

Stamp  duties,  or  the  exemptions  from  them,  vary  in 
different  countries,  and  are  at  present  being  rapidly  al- 
tered. 

As  already  explained,  the  other  provisions  as  regards 
bills  of  exchange,  that  is  cheques,  promissory  notes  and 
bills,  are  practically  the  same  in  all  of  the  chief  trading 
countries. 

A  reference  to  the  British  section  will  give  information 
as  to  the  use  of  bills  of  exchange  for  international  pay- 
ments. 


British  Section 

BRITISH  PARTNERSHIP  LAW^ 

Uniform  Law  for  British  Empire 

The  English  Partnership  Law,  as  regards  ordinary  part- 
nerships, was  collected  and  arranged  into  one  codified  and 
uniform  law  in  1890,  by  an  Act  of  Parliament  called  the 
"Partnership  Act,  1890." 

Limited  partnerships  were  similarly  treated  by  a  uniform 
law  called  the  "Limited  Partnership  Act,  1907." 

These  laws  apply  to  England,  Ireland  and  Wales,  and 
in  a  slightly  modified  form,  to  Scotland. 

The  British  Colonies  and  dependencies  of  Canada,  Aus- 
tralia, New  Zealand,  South  Africa,  &c.,  have  their  own  Parlia- 
ments but  their  laws  on  Partnerships  and  Limited  Companies 
(Stock  Corporations)  are  based  on  the  English  laws. 

Kinds  of  Partners 

Active  or  general  partner ;  one  who  takes  part  in  the  man- 
agement of  the  partnership  business. 

Sleeping  partner  or  dormant  partner;  usually  the  moneyed 
man  of  the  business  who  contributes  capital  but  does  not  take 
part  in  the  management,  except  by  advising.  In  an  ordinary 
partnership  he  has  full  liability,  jointly  with  his  other  partners, 
for  all  the  debts  of  the  firm. 

Limited  partner;  one  who  invests  capital,  but  does  not  take 
any  part  in  the  management ;  he  has  no  liability  beyond  the 
amount  of  the  capital  he  has  agreed  to  contribute.  (See  "Lim- 
ited Partnerships"  on  a  later  page.) 

Persons  Who  are  not  Partners 

The  receiving  of  a  share  of  the  profits  of  a  business  is  one 
of  the  facts  helping  to  decide  the  question  whether  or  not  a 
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person  is  a  partner.  In  the  following  cases  it  has  been  already- 
decided  by  law  that  such  sharing  of  profits  does  not  make  the 
receiver  of  them  a  partner.  (1)  Part  ownership  of  real  estate, 
by  means  of  joint  tenancy,  tenancy  in  common,  ownership  in 
common,  or  part  ownership.  (2)  The  sharing  of  gross  re- 
ceipts from  the  use  of  property  (real  estate).  (3)  Receipt  of 
part  profits  of  a  business  in  payment  of  a  debt.  (4)  Receipt 
of  a  percentage  of  the  profits  of  a  business  as  salary  or 
as  part  salary.  (5)  The  receipt,  by  the  widow  or  children 
of  a  deceased  partner,  of  a  proportion  of  the  profits  of  the 
partnership,  as  an  annuity.  (6)  The  receipt  of  a  portion  of 
the  profits  in  payment  for  the  goodwill  of  a  business  sold  to  the 
present  partners.  (7)  The  receipt  of  a  portion  of  the  profits, 
or  of  interest  varying  with  the  profits,  in  consideration  of  a 
loan  of  money  to  a  partnership.  (To  prevent  this  making  the 
receiver  a  partner,  there  should  be  a  definite  signed  contract 
between  the  partners  and  the  lender;  if  no  such  contract  is 
made,  the  presumption  in  law  is  that  the  lender  is  a  partner 
trying  to  avoid  partnership  liability.)  (8)  Members  of  char- 
tered companies,  or  companies  registered  under  the  Companies 
Act,  are  not  partners,  but  members  of  unregistered  companies 
are  partners,  as  regards  their  liability  to  creditors  of  the  firm. 

Partnerships 

Persons  carrying  on  business  together,  for  profits  which 
are  to  be  shared,  are  partners.  They  must  each  bring  in  some- 
thing to  the  partnership,  either  money,  or  experience,  or  work. 
There  may  be  active  partners  who  manage  the  business,  and 
sleeping  partners  who  bring  in  money  or  money's  worth,  but 
who  do  not  work  in  the  partnership  business. 

Liability  of  Partners 

Whatever  the  amount  of  capital  brought  in  by  each  partner, 
their  liability  to  creditors  is  unlimited.  If  the  partnership 
property  is  not  sufficient  to  pay  its  debts  in  full,  the  private 
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property  of  all  the  partners  is  liable  to  be  taken  and  sold  to  pay 
the  partnership  creditors. 

Limitation  in  Number 

No  trading  partnerships  may  legally  consist  of  more  than  20 
members,  and  no  banking  partnership  of  more  than  10  persons, 
the  reason  being  that  the  basis  of  partnership  is  that  each 
partner  must  have  full  faith  and  confidence  in  each  of  his 
partners,  because  their  dealings  make  him  jointly  liable  for  all 
partnership  debts  they  contract,  to  the  extent  of  all  of  his  pri- 
vate property. 

When  a  partnership  consists  of  more  than  the  number  of 
persons  stated,  the  firm  must  be  incorporated  as  a  Limited  or 
Unlimited  Company,  otherwise  it  will  have  no  legal  rights  for 
trading  or  holding  property  or  for  sueing  to  recover  debts. 

Shares  of  the  Partners 

Partners  may  make  any  special  arrangements  they  think  fit 
as  to  the  respective  shares  they  are  to  take  in  the  profits  or 
losses,  and  as  to  the  management  of  the  partnership  business. 
The  details  of  the  agreement  may  be  proved  either  by  docu- 
ments or  by  conduct,  or  by  the  partnership  accounts. 

Conditions  of  Partnership 

Generally,  a  written  contract  is  made  between  the  partners, 
stating  the  conditions  of  the  partnership,  and  how  profits  and 
losses  are  to  be  divided.  This  contract  is  called  the  "Deed  of 
Partnership,"  or  the  "Articles  of  Partnership,"  or  the  "Part- 
nership Agreement."  A  partnership  may  be  entered  into  with- 
out any  written  contract;  in  such  cases  the  Partnership  Act  of 
1890  governs  the  rights  and  liabilities  of  the  partners,  except 
on  matters  specially  agreed  otherwise  between  the  partners. 

On  matters  which  a  Partnership  Agreement  in  writing  does 
not  deal  with,  the  Partnership  Act  also  applies. 

Most  foreign  countries  make  written  agreements  compul- 
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sory  for  partnerships,  and  such  agreements  must  be  registered 
and  advertised.  In  the  United  Kingdom  partnerships  are  not 
required  to  be  registered  unless  they  take  the  form  of  Limited 
Partnerships  under  the  Act  of  1907. 

The  following  is  a  summary  of  the  regulations  of  the 
Partnership  Act  of  1890: — 

Capital 

The  capital  brought  in  by  each  partner,  in  goods  or  money, 
or  the  value  of  a  trade  connection  (goodwill),  should  be  valued, 
and  (unless  agreed  to  the  contrary)  should  be  credited  to  the 
separate  partners  as  their  own  capital,  thus  treating  the  part- 
ners as  creditors  of  the  partnership  firm.  On  a  dissolution  no 
partner  is  entitled  to  repayment  of  any  of  his  capital  until  all 
the  other  debts  of  the  partnership  have  been  paid. 

Powers  of  Partners 

Each  partner  is  entitled  to  take  part  in  the  management  of 
the  business,  and  to  buy  and  sell  goods,  receive  accounts, 
borrow  money  for  the  partnership,  accept  bills  of  exchange,  and 
pledge  the  firm's  goods.  The  partners  may  mutually  agree  that 
certain  partners  shall  not  have  the  power  to  do  all  these  things 
but  only  a  portion  of  them. 

No  such  agreement  between  the  partners  to  restrict  the 
general  powers  of  one  or  more  partners  from  binding  the  firm 
(by  buying,  &c.),  in  the  ordinary  way  of  business  will  be  ef- 
fective unless  notice  of  the  restriction  has  been  given  to  third 
parties.  An  outsider  is  entitled  to  presume  that  each  partner 
has  full  power  to  bind  the  firm  in  any  ordinary  business 
transaction,  and  the  firm  would  be  bound  by  such  dealings 
unless  the  outsider  had  received  notice  to  the  contrary. 

Contracts  made  between  a  restricted  partner  and  a  third 
party,  after  his  receiving  such  a  notice,  would  not  be  binding 
against  the  firm,  but  the  restricted  partner  would  be  personally 
liable. 
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Each  partner  is  an  agent  of  the  firm  and  of  his  other 
partners  when  engaged  in  the  ordinary  business  of  the  firm, 
and  he  is  jointly  liable  with  them  for  all  the  firm's  debts. 
Unless  with  the  consent  of  the  other  partners,  no  partner  may 
bind  the  firm  by  any  contract  under  seal,  nor  may  he  give 
guarantees  on  behalf  of  the  firm,  or  act  as  a  surety,  nor  submit 
partnership  dealings  to  arbitration.  Unless  otherwise  agreed, 
all  the  partners  share  equally  in  the  trading  profits  or  losses. 

The  reason  for  this  rule  is  that  if  two  or  more  partners 
bring  in  unequal  amounts  of  capital,  and  there  is  no  agreement 
in  writing  for  sharing  the  profits  unequally,  then  the  probable 
intention  has  been  to  share  them  equally,  because  the  partner 
with  the  smaller  capital  has  brought  in  experience  or  trade  con- 
nections or  his  energy,  to  set  against  the  extra  money  of  the 
other  partner.  If  the  intention  was  otherwise,  a  note  of  it 
should  have  been  made  in  writing  and  signed  at  the  time. 

Differences  as  to  ordinary  business  matters  are  settled  by  a 
majority  vote  of  the  partners,  but  no  alteration  of  any  partner's 
proportion  of  the  profits  and  losses  may  be  made  except  by 
consent  of  all  the  parties.  No  new  partner  may  be  introduced, 
nor  may  the  nature  of  the  partnership  business  be  altered, 
without  the  consent  of  all  the  existing  partners.  Unless  the 
partnership  deed  authorizes  it,  a  majority  of  the  partners 
cannot  expel  any  partner,  but  they  may  buy  his  share  if  he 
becomes  bankrupt  or  mortgages  it. 

Liability  for  Debts 

The  liability  of  a  partner  begins  from  the  date  when  he 
becomes  a  partner.  If  he  joins  a  going  concern  he  is  not  liable 
for  partnership  debts  contracted  previously,  unless  he  has  ac- 
cepted the  liabilities  disclosed  to  him  by  the  production  of  a 
balance  sheet,  or  otherwise. 

Release 

His  liability  as  a  partner  ceases  from  the  date  of  his  retire- 
ment from  the  firm,  but  only  so  far  as  concerns  new  debts  con- 
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tracted  after  that  date.  To  obtain  release  from  the  liabilities 
owing  at  his  retirement  he  should  give  a  separate  notice  by 
circular  to  every  creditor  of  the  firm,  and  should  advertise  his 
retirement  in  the  "London  Gazette,"  and  in  a  local  or  trade 
newspaper.  He  is  then  released  from  liability  to  any  of  the 
existing  creditors  who  do  not  specially  inform  him  that  they 
will  hold  him  liable  for  the  account  then  owing.  Creditors 
who  continue  dealing  with  the  partnership,  after  such  notice,  as 
if  there  was  no  change,  will  be  held  to  have  accepted  the  re- 
maining partners  as  their  debtors.  This  "Novation"  (new  con- 
tract) releases  the  retiring  partner  from  such  old  debts.  He 
will  have  no  liability  for  new  debts  even  if  the  business  is 
continued  under  the  old  partnership  name.  The  same  rule 
applies  to  the  liability  of  the  estate  of  a  deceased  partner,  where 
the  deceased  partner's  share  is  bought  by  the  surviving  part- 
ners. Notice  need  not  be  given  to  creditors  in  the  cases  of  (a) 
the  retirement  of  a  dormant  (sleeping)  partner,  whose  connec- 
tion with  the  firm  is  not  known  to  creditors;  (b)  the  bank- 
ruptcy of  a  partner;  (c)  death  of  a  partner. 

In  the  case  of  a  partner's  death  (which  involves  a  dissolu- 
tion of  the  partnership,  unless  the  surviving  partners  either 
have  power  by  the  Partnership  Deed  to  buy  the  share,  or  unless 
they  agree  with  the  executor  to  do  so),  the  deceased  partner's 
private  estate  (property)  becomes  at  once  liable  for  the  debts 
of  the  partnership,  subject  to  the  prior  payment  of  his  personal 
debts.  This  rule  is  to  prevent  the  executors  from  disposing 
of  the  deceased  partner's  property  to  the  prejudice  of  partner- 
ship creditors. 

Scots  Law 

Partnership  law  in  Scotland  is  different  to  the  English  law, 
because  each  partner  during  his  lifetime  is  there  both  jointly 
and  separately  liable  for  the  firm's  debts,  as  against  the  English 
rule  of  being  only  jointly  liable  with  his  other  partners.  This 
is  chiefly  a  difference  in  words ;  in  practice  each  partner  is  fully 
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liable  for  all  the  partnership  debts  under  both  laws,  with  the 
right  to  call  on  his  partners  to  contribute  their  proper  propor- 
tions for  the  payment  of  the  debts,  where  the  partnership 
funds  are  insufficient. 

Holding  Out 

A  person  who  is  not  a  partner  becomes  liable  for  the  part- 
nership debts  to  any  creditor  to  whom  he  "holds  out"  (repre- 
sents) that  he  is  a  partner,  either  by  actual  words,  or  by  conduct 
leading  the  creditor  to  believe  him  a  partner,  provided  that  the 
creditor  gave  credit  to  the  partnership  by  reason  of  such 
"holding  out."  This  liability  is  limited  to  the  credit  given  or 
damage  suffered  by  the  creditor  through  the  "holding  out." 

Allowing  the  firm  to  use  the  partnership  name  will  not  bind 
retired  partners  nor  the  executors  of  a  deceased  partner,  pro- 
vided notice  of  the  retirement  or  death  has  been  duly  given  to 
all  the  creditors,  and  advertised  in  the  "London  Gazette." 

Legal  Notices 

The  British  Government  publishes  three  Gazettes  for  Gov- 
ernment and  public  legal  announcements.  Notices  as  regards 
firms  and  companies  carrying  on  business  in  the  British  Isles 
must  be  published  in  the  "London  Gazette"  for  England  and 
Wales,  the  "Edinburgh  Gazette"  for  Scotland,  and  the 
"Dublin  Gazette"  for  Ireland. 

The  public  may  advertise  in  them  all  notices  required  by  the 
partnership  and  corporation  laws.  (There  is  a  similar  news- 
paper in  Paris  called  "Le  Journal  Officiel.") 

Registration  of  Firms 

Ordinary  partnerships  can  be  formed  without  any  public 
notice  but  all  firms  trading  under  names  which  do  not  state 
the  names  of  the  owners  must  register  these  details. 

The  Limited  Partnership  Act  of  1907  gives  power  to  a 
sleeping  partner  to  limit  his  liability  for  partnership  debts  to 
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the  amount  of  capital  he  brings  into  the  partnership  in  money 
or  property.  The  active  partner  or  partners  have  unHmited 
Habihty  to  the  creditors  of  the  partnership,  but  are  not  hable 
to  repay  the  sleeping  partner's  capital,  if  the  partnership  be- 
comes insolvent.  The  death  of  a  general  partner  requires  the 
partnership  to  be  dissolved  but  the  death  of  a  limited  partner 
does  not  affect  the  continuance  of  the  partnership.  A  limited 
partner  cannot  require  a  dissolution  by  giving  written  notice, 
a  general  partner  may,  within  certain  limits. 

In  a  limited  partnership  the  partners  are  divided  by  law 
into  two  classes,  namely,  ( 1 )  general  partners,  who  manage  the 
business  and  who  are  liable  for  all  the  partnership  debts  to  an 
unlimited  amount,  and  (2)  limited  partners,  (special  partners) 
who  are  liable  to  pay  only  the  amount  they  agree  in  writing  to 
bring  in  as  capital,  either  in  cash  or  property ;  when  this  is  paid 
in  they  have  no  further  liability  to  creditors  or  to  the  partner- 
ship. The  limited  partners  must  not  take  any  part  in  the  man- 
agement of  the  business;  if  they  do,  they  at  once  become  liable 
for  all  debts  of  the  firm,  like  general  partners.  A  company 
(corporation)  may  be  a  limited  partner  in  a  firm. 

The  disadvantage  of  this  Act  is  that  it  provides  that  the 
limited  liability  of  the  sleeping  partner,  called  the  "limited 
partner,"  only  applies  so  long  as  he  refrains  from  taking  any 
hand  in  the  management  of  the  business ;  if  he  interferes  in  this 
way  his  liability  to  creditors  becomes  unlimited. 

In  order  to  form  a  partnership  under  the  Limited 
Partnership  Act,  1907,  the  firm  must  be  registered  with 
the  Registrar  of  Joint  Stock  Companies  as  a  limited  part- 
nership, and  details  must  be  given  of  (1)  the  firm's  trading 
name,  (2)  the  general  nature  of  its  business,  (3)  its  principal 
business  address,  (4)  the  full  name  of  each  partner,  (5) 
the  period  of  time  (if  any)  for  which  the  partnership  is 
entered  into  and  when  it  commences,  (6)  there  must  be  a 
statement  that  the  partnership  is  limited,  (7)  the  limited 
partners  must  be  described  as  such,  (8)  the  capital  brought 
in  by  each  partner  and  how  contributed  must  be  stated. 
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The  number  of  partners  is  limited  to  20  for  trading  and 
10  for  banking.  The  limited  partners  cannot  withdraw  any 
of  their  capital  while  the  partnership  continues.  The 
general  partners  may  admit  a  new  general  partner  with- 
out the  consent  of  the  limited  partners,  but  the  latter  may 
not  assign  their  interest  in  the  partnership  to  other  persons 
or  firms  without  consent  of  the  general  partners. 

Any  change  in  the  partnership  must  be  registered  and 
gazetted.  This  Act  has  practically  been  killed  by  the 
Companies  Act  of  1908,  permitting  the  formation  of  Private 
Limited  Companies  consisting  of  two  or  more  members,  in 
which  the  liability  of  all  the  partners  is  limited  to  the 
amount  of  the  shares  they  each  agree  to  take  up.  A 
stockholder  in  such  a  company  could  be  elected  as  a  director 
or  joint  manager. 

Dissolution 

A  partnership  may  be  dissolved  (subject  to  any  regula- 
tions of  the  Partnership  Agreement)  in  any  of  the  following 
cases:  The  death  or  bankruptcy  of  a  partner;  at  any  time 
by  mutual  consent  of  all  the  partners ;  by  expiry  of  the 
agreed  time  of  partnership ;  by  the  appointment  of  a 
Receiver  or  the  making  of  a  charging  order  against  a 
partner's  share  in  an  action  against  him  by  his  private 
creditors.  It  must  be  dissolved  if  so  ordered  by  the  Court, 
or  if  the  partnership  becomes  illegal  or  impossible,  and, 
where  no  time  has  been  agreed  on  for  the  continuance  of 
the  partnership  (called  a  "Partnership  at  Will"),  by  one 
partner  giving  notice  to  the  others  of  his  intention  to  with- 
draw from  the  partnership. 

Any  partner  may  apply  to  the  Court  for  the  dissolution 
of  the  partnership  for  any  of  the  following  reasons :  The 
lunacy  of  any  other  partner  or  his  permanent  incapacity 
to  carry  out  the  partnership  agreement,  or  where  a  partner's 
conduct  makes  it  impossible  for  the  other  partners  to  con- 
tinue  partnership   relations   with   him,   or   where  his   mis- 
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conduct  injures  the  business,  or  where  the  business  cannot 
be  continued  at  a  profit. 

On  dissolution,  the  debts  and  liabilities  of  the  firm  are 
first  paid,  then  advances  (loans)  made  by  partners,  then  the 
capital  of  each  partner;  the  balance  is  divided  equally  as 
profit,  In  default  of  any  contrary  agreement.  The  property 
of  the  partnership  consists  of  all  property  which  has  been 
brought  in  by  the  partners  and  everything  acquired  in  the 
course  of  partnership  business,  including  the  goodwill, 
whether  created  or  acquired.  Land  belonging  to  a  partner- 
ship must  be  realized,  and  the  proceeds  treated  like  the 
other  assets.  Unless  otherwise  stated  in  the  sale  agree- 
ment, a  sale  of  the  goodwill  of  a  partnership  business  does 
not  restrain  any  of  the  former  partners  from  commencing 
business  in  their  own  names  and  competing  with  the  pur- 
chaser, but  he  alone  has  the  right  to  use  the  old  firm  name, 
and  to  represent  himself  as  continuing  the  old  business. 

Debts  of  Separate  Partners 

A  partnership  cannot  be  sued  as  a  firm  for  the  private 
debts  of  a  partner,  nor  may  its  goods  or  property  be  seized 
for  payment  of  judgments  obtained  against  a  separate  part- 
ner for  his  private  debts. 

Assignment  by  Partner 

A  partner  can  assign  (transfer)  his  share  in  the  part- 
nership, but  the  assignee  has  no  right  to  be  admitted  as  a 
partner  nor  to  interfere  in  the  business;  he  is  only  entitled 
to  the  profits  and  capital  of  the  partner  whose  share  he 
has  acquired. 

The  assignee  is  bound  to  accept  the  accounts  of  profits 
delivered  to  him  by  the  other  partners;  he  cannot  claim 
to  examine  the  partnership  books.  The  other  partners  are 
entitled  in  such  cases  to  ask  the  Court  to  order  a  dissolution 
of  the  partnership,  or  they  may  buy  the  assigning  partner's 
share  by  private  agreement  if  he  consents.    In  the  case  of 
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a  dissolution  of  the  partnership,  the  assignee  is  entitled  to 
a  detailed  copy  of  the  realization  account. 

Bankruptcy  of  a  Partner 

If  a  partner  becomes  bankrupt,  for  his  private  debts, 
his  trustee  becomes  entitled  to  the  bankrupt's  interest  in 
the  partnership.  The  accounts  he  may  demand  are  the 
same  as  for  an  assignee.  Unless  the  remaining  partners 
purchase  the  bankrupt's  interest  from  the  trustee,  the  part- 
nership must  be  dissolved  and  the  assets  realized  and 
divided,  after  payment  of  the  partnership  creditors.  On 
a  dissolution  the  trustee  is  entitled  to  have  a  balance  sheet 
prepared  as  at  the  date  of  the  earliest  act  of  bankruptcy, 
but  with  the  profits  and  expenses  adjusted  to  the  date  of 
the  receiving  order  against  the  partner.  This  regulation 
is  so  that  the  trustee  may  see  whether  the  bankrupt  partner 
has  improperly  disposed  of  any  of  his  interests  in  the  part- 
nership, in  anticipation  of  his  bankruptcy  and  with  the 
intention  of  defrauding  his  creditors. 

Receiver 

The  Court  may  appoint  a  Receiver  of  a  partner's  in- 
terest in  a  partnership,  instead  of  authorizing  an  execution 
on  his  private  property.  The  remaining  partners  have  there- 
upon the  option  of  continuing  the  partnership  or  of  dis- 
solving it,  or  they  may  pay  out  the  Receiver  from  the 
debtor's  capital,  or  may  purchase  the  debtor's  share  in  the 
partnership  if  sold  by  the  Receiver. 

Notes  on  the  Accounts 

The  following  points  should  be  noted  in  regard  to  partner- 
ship accounts : — 

Each  partner,  must  render  true  accounts  to  the  other 
partners  of  his  partnership  dealings. 

Each  partner,  or  a  public  accountant  acting-  for  him, 
has    the    right    to    examine    the    partnership    books    and 
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accounts,  which  must  be  kept  at  the  principal  office  where 
the  business  is  carried  on. 

Any  partner,  or  his  accountant,  may  make  copies  of 
such  books  and  accounts. 

Unless  Specially  Agreed  Otherwise,  the  following  rules 
apply  :— 

(1)  Partners  share  equally  in  the  profits  and  the  capital 
of  the  business,  and  must  bear  equal  shares  of  all  losses. 

(It  very  rarely  happens  that  none  of  the  partners  have 
any  capital  at  the  commencement;  generally  each  partner 
has  some  capital,  and  the  amounts  of  same  are  credited 
to  their  respective  Capital  Accounts.) 

(2)  Partners  are  not  entitled  to  be  credited  with  interest 
on  their  capital,  nor  charged  with  interest  on  their  "draw- 
ings" (withdrawals  of  money).  An  agreement  to  allow 
interest  on  capital  does  not  authorize  the  charging  of  in- 
terest on  drawings,  or  vice-versa. 

(3)  On  loans  made  to  the  partnership,  beyond  the  capi- 
tal agreed  to  be  brought  in,  a  partner  is  entitled  to  interest 
of  5  per  cent,  before  profits  are  divided. 

(4)  Partners  are  not  entitled  to  salaries  for  their  work 
in  the  partnership  business,  nor  payment  for  extra  services, 
nor  must  they  make  any  undisclosed  profit  from  partner- 
ship dealings,  or  from  using  the  partnership  nam.e,  or  pro- 
perty; or  the  business  connection. 

Any  partner  carrying  on,  or  being  interested  in,  a  com- 
peting business,  without  the  consent  of  his  other  partners, 
must  pay  his  share  of  the  profits  of  such  business  into  the 
partnership  funds. 

(5)  Drawings.  Partners  may  either  draw  out  their 
profits  or  leave  them  in  the  business,  but,  if  left  in,  they 
are  not  entitled  to  extra  profits,  nor  to  interest,  unless 
specially  arranged. 

(6)  Partners  usually  arrange  that  each  of  them  shall 
be  entitled  to  draw  a  limited  sum  weekly  or  monthly,  on 
account  of  their  share  of  the  profits. 
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The  amounts  drawn  out  by  a  partner,  or  sums  paid  for 
him,  or  goods  supplied  to  him  by  the  partnership,  arc 
usually  charged  to  a  separate  account,  kept  in  his  name, 
called  his  "Drawing  Account."  When  the  annual  accounts 
are  closed  his  share  of  the  profit  or  loss  is  posted  to  the 
same  account,  so  leaving  the  Capital  Account  undisturbed. 

Where  the  amount  drawn  by  any  partner  is  distinctly 
agreed  to  be  treated  as  salary,  it  may  be  charged  as  an 
expense  to  Wages  Account.  (For  income  tax  purposes 
these  sums  should  be  added  back  to  the  profits.) 

Ordinary  partnerships  are  not  required  by  law  to  file 
annual  accounts  nor  to  have  their  accounts  audited ;  limited 
companies  must  file  annual  statements  of  profit  and  loss 
and  a  balance  sheet  and  these  must  be  audited  and  certified 
by  a  public  accountant. 

(7)  Goodwill  is  the  benefit  of  the  profit-earning  power 
of  a  business.  Partners  may  charge  a  premium  to  new 
partners  for  admitting  them  to  a  share  in  these  profits, 
and  may  either  credit  such  premium  to  their  own  Capital 
accounts  as  profit,  or  may  draw  it  out  in  cash,  as  agreed 
amongst  them.  The  best  method  is  to  make  a  direct 
transfer  of  the  premium,  debiting  the  new  partner's  account 
and  crediting  the  old  partners'  accounts;  the  cash  to  be 
actually  paid  over  and  credited  to  the  new  partner  and 
debited  to  the  old  partners.  No  account  for  goodwill  is 
then  required. 

Depreciation  of  the  goodwill  account  is  treated  as  a  loss", 
and  divided  amongst  the  partners  in  the  same  proportion 
as  profits,  unless  agreed  otherwise. 

If  a  new  partner  has  paid  a  premium  on  entering  into 
a  partnership  for  a  fixed  term  of  years,  and  the  partnership 
is  dissolved  before  the  full  term,  for  any  other  reason  than 
death,  the  new  partner  may  claim  repayment  of  a  portion 
of  the  premium,  provided  the  dissolution  is  not  caused 
through  the  fault  of  the  new  partner. 

The  liability  of  each  partner  for  partnership  debts  is 


398  BRITISH     SECTION 

unlimited,  however  small  may  be  his  capital  in  the  partner- 
ship. It  is  to  avoid  this  risk  that  partnerships  are  so  often 
changed  into  private  Limited  Companies. 

(8)  Bankruptcy.  If  a  partnership  becomes  bankrupt 
the  partners  are  each  jointly  and  separately  liable  to  the 
creditors  for  the  payment  of  the  debts  of  the  partnership. 
A  receiving  order  against  the  firm  acts  also  as  a  receiving 
order  against  each  partner  separately,  and  it  places  all  their 
private  property  under  the  control  of  the  Official  Receiver. 
If  the  assets  of  the  partnership  are  not  sufficient  for  paying 
all  the  firm's  creditors  in  full,  the  private  property  of  each 
of  the  partners  will  be  taken  and  sold  for  this  purpose, 
but  subject  to  the  condition  that  their  private  creditors  must 
first  be  paid  in  full  from  the  private  property. 

When  one  or  more  of  the  partners  also  become  bankrupt 
their  private  property  is  first  applied  to  the  payment  ot 
their  private  debts;  it  is  only  in  case  there  is  a  surplus 
after  their  private  creditors  are  paid  in  full  that  the  part- 
nership creditors  can  claim  the  private  property  of  the 
partners. 

In  the  same  way  any  surplus  of  partnership  assets  in 
the  partnership  bankruptcy  can  only  be  used  for  payment 
of  the  partners'  private  creditors  in  case  all  the  partnership 
creditors'  claims  and  all  costs  and  expenses  have  been  paid 
in  full. 

Partnership  creditors  may  only  prove  against  the  part- 
nership, but  they  are  not  required  to  take  into  account  any 
security  given  to  them  by  the  separate  partners  from  their 
private  assets. 

For  Bills  of  Exchange  signed  on  behalf  of  the  partner- 
ship, and  also  endorsed  by  the  partners  separately,  the 
creditor  can  prove  against  the  estates  of  both  the  firm  and 
each  separate  partner,  but  he  must  not  receive  more  than 
100%  of  his  claim  from  the  two  sources  combined. 

In  the  Statement  of  Aflfairs  of  a  partnership  firm,  the 
partners  must  not  be  shown  as  creditors  for  their  shares  of 
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the  capital,  but  any  partner  who  owes  money  to  the  part- 
nership (without  having  amounts  to  the  credit  of  his 
Capital  account)  must  be  included  as  a  debtor.  Drawings 
accounts  are  allowed  to  be  set  off  against  Capital  accounts. 

In  the  bankruptcy  of  a  partnership,  the  following  are 
postponed  creditors,  who  must  not  be  paid  anything  until 
after  all  the  other  partnership  creditors  and  the  costs  have 
been  paid  in  full : 

(a)  Creditors  for  loans  made  in  consideration  of  receiv- 
ing a  share  of  the  trading  profits  or  a  rate  of  interest  vary- 
ing with  the  trading  profits  (if  such  a  creditor  is  secured 
by  a  mortgage,  or  otherwise,  his  rights  to  the  security  are 
not  affected  by  the  bankruptcy) ;  (b)  annuities  payable  to 
the  widow  or  children  of  a  deceased  partner,  on  account 
of  goodwill;  (c)  the  balance  of  any  portion  of  the  price 
of  goodwill  sold  which  has  been  agreed  to  be  paid  out  of 
the  profits  of  the  business. 

Special  Liability 

The  partners  are  separately,  as  well  as  jointly,  liable 
for  the  following  classes  of  claims : — 

(d)  For  damages  or  losses  caused  by  the  wrongful  acts 
or  omissions  of  any  partner  in  the  course  of  the  partnership 
business ;  (e)  for  money  belonging  to  third  parties,  whether 
received  by  one  partner  on  behalf  of  the  firm  or  whether 
misapplied  by  one  of  the  partners  while  the  money  is  in 
the  custody  of  the  firm.  Where  one  of  the  partners,  who 
is  a  trustee,  improperly  brings  trust  money  into  the  part- 
nership accounts,  without  the  knowledge  of  his  partners, 
his  private  estate  (but  not  that  of  his  partners)  is  liable 
to  the  trust  estate;  but  if  the  money  can  be  traced  in  the 
partnership  business,  it  must  be  refunded,  or  each  of  the 
partners  will  then  be  separately  liable  for  its  repayment. 

Such  misapplied  trust  funds  may  legally  be  repaid 
immediately  before  bankruptcy,  either  by  a  partnership  or 
by  a  single  trader. 
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(9)  Any  partner  who  pays  partnership  creditors  or  part- 
nership expenses  from  his  own  moneys,  or  who  incurs 
personal  liability  on  behalf  of  the  partnership,  is  entitled 
to  recover  a  proper  proportion  of  such  payments  from  the 
other  partners  if  not  repaid  from  the  partnership  funds. 

i 
Order  of  Payments  on  Dissolution  of  Partnership 

(10)  On  the  dissolution  of  a  partnership  the  debts  are  to 
be  paid  in  the  following  order;  each  class  must  be  paid  in 
full  before  any  payment  is  made  to  the  next  class: — (a) 
Rates,  taxes  and  wages;  (b)  liabilities  to  trade  and  loan 
creditors;  (c)  repayment  of  loans  by  partners,  and  interest 
thereon;  (d)  repayment  of  the  partner's  capital  in  equal 
proportions;  (e)  any  surplus  to  be  divided  in  the  same  pro- 
portions as  profits  and  any  deficiency  to  be  charged  as  loss. 
The  balances  due  to  or  from  partners,  after  dissolutions, 
are  simple  contract  debts,  which  cannot  be  claimed  after 
six  years  from  the  dissolution  of  the  partnership  or  after 
the  death  of  the  partner  causing  such  dissolution. 

(11)  In  realizing  assets  for  dissolution,  the  gross 
amounts  of  such  assets  are  transferred  to  a  "Realization 
Account."  The  loss  on  such  realization  and  the  expenses 
are  charged  to  the  partners  in  the  same  proportions  as 
trading  losses. 

Settlement  of  Partnership  Accounts 

(Garner  v.  Murray.)  In  cases  where  one  partner  out 
of  several  is  insolvent,  and  all  the  firm's  creditors  have  been 
paid,  but  there  is  a  shortage  of  assets  for  the  adjustment 
of  the  partners'  accounts,  the  remaining  partners  must 
divide  the  final  loss  between  them.  The  proportions  in 
which  they  bear  the  loss  are  not  according  to  the  pro- 
portions in  which  they  share  losses,  but  in  the  proportions 
which  their  final  balances  of  capital  bear  to  each  other. 
This  was  the  legal  decision  given  in  the  case  of  Garner  v. 
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Murray,  but  it  is  not  in  accordance  with  plain  business 
principles  or  common  sense. 

Differences  Between  Partnerships  and  Corporations  (Joint 
Stock  Companies) 

(1)  A  registered  company  is  recognized  in  law  as  a 
separate  individual,  quite  distinct  from  its  stockholders. 
Therefore  a  director  or  a  stockholder  may  make  a  legal 
contract  with  the  company.  In  a  partnership,  no  partner 
can  legally  make  a  contract  with  the  partnership. 

(2)  Following  this  rule  that  the  company  is  a  separate 
person,  the  creditors  can  only  sue  the  company;  if  it  is  a 
limited  company,  its  stockholders  are  not  liable  for  the 
company's  debts,  provided  that  they  have  paid  to  the  com- 
pany the  full  amount  due  for  the  shares  they  have  agreed 
to  take  and  pay  for.  If  the  property  of  the  company  is 
not  sufficient  to  pay  its  debts  the  creditors  lose  the  balance ; 
they  cannot  sue  the  stockholders  for  it  if  the  shares  they 
hold  are  fully  paid. 

In  a  partnership  (except  limited  partnerships)  each  part- 
ner is  liable  for  all  the  debts  of  the  partnership ;  all  his 
private  property  may  be  taken  and  sold  to  pay  the  part- 
nership debts,  no  matter  how  small  a  proportion  of  the 
partnership  capital  he  may  have  held.  As  against  this,  any 
partner  paying  partnership  debts  has  the  right  to  sue  his 
partners  for  their  proportions  of  such  debts,  but  in  case 
the  other  partners  are  insolvent  this  remedy  is  not  of  much 
value. 

If  a  director  of  a  British  company  makes  a  contract 
with  the  company,  by  reason  of  which  he  makes  a  profit, 
he  must  disclose  this  fact  to  the  other  directors  before  the 
contract  is  approved ;  otherwise,  he  must  pay  the  profit 
to  the  company. 

(3)  In  a  limited  company,  the  liability  of  each  stock- 
holder is  limited  to  the  face  value  of  the  shares  he  takes, 
plus  any  premium  on  the  issue  price.     If  the  shares  are 
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only  partly  paid,  the  holder  is  liable  to  pay  the  balance 
up  to  their  par  value. 

In  a  limited  partnership,  the  liability  of  the  special  part- 
ner is  limited  to  the  amount  he  agrees  to  contribute  as 
working  capital.  In  an  ordinary  partnership,  the  whole 
of  the  business  assets,  and  the  private  property  of  each 
partner,  may  be  sold  to  pay  the  debts  of  the  partnership; 
each  partner  is  jointly  liable  for  all  the  debts  of  the 
business, 

(4)  Shares  in  public  companies  may  be  sold  or  trans- 
ferred without  the  consent  of  the  other  stockholders  (mem- 
bers) ;  the  directors  cannot  wilfully  refuse  to  allow  tf ansf ers ; 
the  death  of  a  stockholder  does  not  affect  the  continuance 
of  the  corporation. 

In  a  partnership  no  new  partner  may  be  admitted  except 
by  consent  of  all  the  partners ;  the  retirement  or  death  of 
a  partner  ends  the  partnership. 

(5)  A  partnership  lasts  for  the  period  named  in  the 
partnership  agreement,  but  it  may  be  dissolved  earlier  by 
order  of  a  court  of  law  or  by  consent  of  all  the  partners. 
If  no  period  for  the  existence  of  the  partnership  is  named 
in  the  agreement,  or  if  there  is  no  agreement,  it  is  a  part- 
nership at  will,  which  may  be  ended  at  any  time  by  any 
partner  giving  notice  of  withdrawal. 

By  the  British  company  laws  there  is  no  limit  to  the 
life  of  a  registered  company,  but  it  may  be  wound-up  by 
a  vote  of  the  majority  of  its  stockholders,  or  by  authority 
of  a  court  of  law. 

Most  foreign  countries  only  allow  companies  to  be 
formed  for  a  specified  number  of  years,  but  allow  the  terms 
to  be  renewed  on  payment  of  additional  fees. 

(6)  A  partnership  may  not  consist  of  more  than  ten 
persons  for  banking  business,  nor  more  than  twenty  for 
trading;  there  may  be  any  smaller  number.  For  private 
limited  companies  the  smallest  number  is  two  persons ;  for 
public  limited  companies  the  smallest  number  is  seven  per- 
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sons,  but  there  is  no  limit  to  larger  numbers,  except  that 
each  stockholder  must  own  at  least  one  whole  share. 

(7)  Each  partner  has  the  right  to  take  part  in  the  man- 
agement of  a  partnership  business,  and  to  bind  the  part- 
nership by  his  acts  as  a  co-manager,  unless  otherwise  agreed 
between  the  partners.  In  a  limited  partnership,  the  sleep- 
ing partner  must  not  act  as  co-manager,  because  that  would 
make  him  liable  for  partnership  debts,  like  an  ordinary 
partner. 

In  a  registered  company,  the  managers  (directors)  are 
elected  by  the  stockholders,  who  may  give  them  equal 
powers  or  select  one  or  more  managing  directors  with 
executive  powers.  The  stockholders  may  change  the  man- 
agers and  restrict  or  enlarge  their  powers.  These  directors 
are  not  liable  for  losses  caused  to  the  company  so  long  as 
they  act  honestly  and  within  the  authority  given  to  them 
and  within  the  power  given  to  the  company  itself  by  the 
Memorandum  of  Association  (the  charter). 

(8)  The  rights  and  liabilities  of  partners  are  governed 
by  the  deed  of  partnership ;  if  there  is  no  deed  or  written 
agreement  the  regulations  given  in  the  Partnership  Act 
of  1890  govern  their  rights  and  liabilities.  Partners  are 
entitled  to  make  fresh  arrangements  at  any  time,  by  unani- 
mous consent. 

For  registered  companies,  the  rights  and  liabilities  of 
members  of  the  company  (stockholders),  as  regards  credit- 
ors and  the  public,  are  governed  by  the  Companies  Acts 
of  1908  and  1913,  and  by  the  Memorandum  of  Association. 

The  rights  of  members  between  themselves,  and  as  re- 
gards the  company,  are  governed  by  the  Articles  of  Associ- 
ation of  the  company,  which  also  generally  state  the  power 
given  to  directors  and  managers. 

(9)  The  Memorandum  of  Association  of  a  company 
states  the  purpose  for  which  the  company  was  formed  and 
the  total  capital  of  the  company;  it  is  illegal  for  the  com- 
pany to  do  any  other  business,  or  to  increase  its  capital, 
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except  by  obtaining  the  consent  of  a  court  of  law  to  an 
alteration  of  the  Memorandum  of  Association  so  as  to 
permit  these  changes. 

By  mutual  agreement  of  all  the  partners,  a  partnership 
may  change  the  kind  of  its  business  at  any  time,  may 
increase  or  reduce  its  capital  and  may  pay  out  any  partner, 
or  admit  new  partners,  without  having  to  ask  permission 
of  any  legal  or  other  authority. 

(10)  All  British  registered  companies  are  required  by 
law  to  have  a  statement  of  profit  and  loss,  and  a  balance 
sheet,  prepared  each  year  for  submission  to  the  stock- 
holders at  an  annual  meeting.  The  Companies  Acts  make 
it  compulsory  for  the  annual  accounts  and  balance  sheet 
to  be  audited  by  independent  public  accountants,  who  must 
certify  them  to  be  correct  or  state  their  objections.  Copies 
of  the  balance  sheet  and  the  profit  and  loss  account  must 
be  sent  to  each  stockholder  and  to  the  Government  Registry 
of  Joint  Stock  Companies,  where  they  are  open  to  public 
inspection. 

Partnerships  are  not  required  to  make  up  periodical 
accounts  nor  to  file  their  accounts  anywhere,  nor  to  have 
them  audited. 


British  Company  Law 

PART  I 

THE  FORMATION  OF  LIMITED 
COMPANIES 

What  Is  a  Limited  Company? 

A  Limited  Company  is  a  "Corporation,"  which  means  that 
it  is  an  artificial  person  or  individual  (a  "dummy"  man)  created 
by  the  Company  Laws,  and  known  by  its  trading  name.  It  is 
quite  a  separate  person  from  its  members.  There  is  no  time 
limit  fixed  to  the  life  of  English  companies,  but  the  laws  of 
foreign  countries  generally  restrict  the  period  for  the  existence 
of  companies. 

Its  Powers 

A  British  company  can  trade  and  can  hold  property,  includ- 
ing land,  in  its  own  name.  The  members  of  the  company  are 
not  joint  owners  of  its  property ;  their  shares  do  not  give  them 
the  right  to  a  fixed  portion  of  its  assets,  they  only  give  a  claim 
to  a  certain  proportion  of  its  profits,  and  to  a  certain  proportion 
of  the  surplus  assets  remaining  after  paying  all  creditors,  if 
the  company  is  wound  up.  The  fact  that  a  company  can  sue  its 
own  members,  or  be  sued  by  them,  is  an  example  of  its  inde- 
pendent existence.  A  company  acts  through  its  directors,  who 
are  the  managers  elected  by  the  shareholders  or  appointed  by 
the  Articles  of  Association. 

There  are,  however,  limitations  to  its  powers.  A  company 
is  created  by  its  Memorandum  of  Association  solely  for  the 
purposes  named  in  that  document,  and  it  lives  only  to  carry  out 
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the  business  therein  named.  When  that  business  is  completed, 
or  if  it  becomes  impossible  or  illegal,  or  if  a  Court  of  Law 
so  orders,  the  company  must  come  to  an  end  by  being  wound 
up.     (See  "Winding-up.") 

As  the  broad  principle  of  company  law  is  that  the  company 
cannot  legally  do  any  business  which  is  not  named  in  the  Memo- 
randum of  Association,  this  document  usually  gives  the  fullest 
possible  powers  to  undertake  every  kind  of  business  under  the 
sun,  which  may  have  any  connection  whatever  with  the  main 
business  of  the  company. 

Formation  of  Private  Limited  Companies 

Private  companies  are  usually  formed  either  (1)  to  carry 
out  some  single  operation,  or  transaction,  or  some  speculation, 
or  (2)  to  prepare  a  business  or  undertaking  for  formation  into 
a  public  Limited  Company,  or  (3)  to  carry  on  (with  limited 
liability)  an  established  business  of  a  sole  trader  or  a  partner- 
ship. 

Advantages  of  Private  Companies  Over  Partnerships 

The  most  important  advantage  is  that  the  risk  of  each 
partner  is  strictly  limited  to  the  amount  of  the  shares  he  holds, 
whereas  in  a  partnership  every  penny  of  each  partner's  wealth 
is  at  the  mercy  of  any  reckless  or  dishonest  partner  and,  how- 
ever small  a  partner's  share  in  the  partnership  may  be,  he  is 
jointly  liable  for  the  whole  of  the  debts  of  the  business,  in  the 
event  of  its  bankruptcy.  With  a  Private  Limited  Company 
each  partner's  risk  may  be  limited  to  the  amount  already  in- 
vested in  the  business,  this  being  effected  by  issuing  to  him 
fully  paid  shares  for  his  proportion  of  the  capital  and  by  filing 
a  contract  to  take  such  shares  in  payment  of  his  interest  in  the 
firm. 

Any  of  the  partners  may  take  mortgage  debentures  as 
security  for  any  further  sums  they  lend  to  the  business. 

The  following  are  further  advantages  of  Private  Companies 


COMPANY    LAW— PART    I.  407 

as  against  partnerships :  Shares  in  the  capital  of  the  business 
can  be  readily  transferred  without  interfering  with  the  trading 
accounts  in  any  way;  the  death  or  bankruptcy  of  any  share- 
holder does  not  cause  the  stoppage  or  sale  of  the  business, 
there  is  only  a  change  of  shareholders ;  there  is  no  limit  to  the 
number  of  employees  and  other  persons  who  may  be  given  an 
interest  in  the  profits  without  having  the  position  or  power  of 
partners;  retiring  partners  may,  as  shareholders  or  debenture 
holders,  safely  leave  their  capital  in  the  business,  because  their 
risk  is  limited ;  new  capital  may  be  introduced  by  selling  shares 
or  debentures  and  security  may  be  given  for  repayment  of 
loans;  managers  and  directors  may  be  easily  appointed  and 
removed  and  their  powers  limited  as  thought  fit ;  the  active 
management  of  the  business  may  be  left  to  one  or  two  of  the 
directors  who  may  be  easily  controlled  by  frequent  meetings 
of  a  business  council  in  the  shape  of  a  Board  of  Directors, 
to  whom  the  managing  directors  must  periodically  give  an 
account  of  their  dealings.  Limited  Partnerships  are  unsatis- 
factory, because  the  active  partners  have  unlimited  liability 
while  the  capitahst  partners  are  not  allowed  to  interfere  in  the 
management. 

In  Private  Companies  the  liability  of  all  the  proprietors 
is  limited  to  their  shares,  and  the  Articles  of  the  Company 
may  provide  for  any  number  of  directors  and  of  managers, 
who  may  be  directors  or  not.  Foreign  firms  carrying  on  busi- 
ness in  England  may  incorporate  the  English  branch  as  a 
private  limited  company.  The  majority  of  the  shares,  or  all 
except  one  share,  could  be  held  by  the  foreign  company.  If  the 
powers  of  the  English  managers  are  limited  by  the  Articles  of 
Association  the  foreign  company  would  not  be  liable  for  any- 
thing done  by  the  managers  beyond  the  powers  granted. 

The  Articles  are  filed  in  the  Registry  of  Joint  Stock  Com- 
panies and  are  open  to  public  inspection.  It  is  held  that  the 
filing  is  equivalent  to  giving  public  notice  of  any  limitations 
of  powers  of  directors  or  managers  which  are  made  by  the 
Articles. 
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Conversion  of  Existing  Business  Into  a  Private  Company 

This  is  the  simplest  method  of  formation  of  a  company, 
because  it  is  not  necessary  to  appeal  to  the  public  for  share 
capital,  it  is  generally  already  in  the  business,  but  if  more  is 
required,  it  may  be  obtained  by  shares  or  debentures  placed 
privately.  The  first  step  is  to  fix  the  value  of  the  business,  that 
is,  the  selling-  price  to  the  company ;  to  do  this  a  valuation  must 
be  made  of  all  the  assets,  including  the  goodwill,  and  all  liabili- 
ties must  be  also  ascertained.  Generally  the  last  Balance  Sheet 
is  adopted  as  the  basis.  Goodwill  may  be  added,  if  not  already 
there  included.  To  avoid  personal  liability  of  the  partners,  the 
new  company  usually  agrees  to  take  over  the  liabilities  of  the 
firm  to  creditors  and  others,  as  well  as  the  assets.  The  pur- 
chase price,  which  is  the  excess  of  assets  over  liabilities,  is 
paid  to  the  partners  in  fully  paid  shares,  or  with  a  proportion 
of  debentures.  An  agreement  must  be  made  in  writing,  and 
filed,  providing  for  payment  of  the  purchase  price  in  shares  or 
debentures.  The  partners  divide  these  in  proportion  to  the 
amounts  they  own  of  the  total  partnership  capital.  The  cash 
balances  are  usually  not  transferred  to  the  company.  A  Private 
Company  may  commence  business  in  its  own  name  imme- 
diately after  it  has  been  registered. 

Private  Companies 

For  Private  Companies,  the  Articles  of  Association  must 
give  the  directors  power  to  restrict  the  transfer  of  shares,  must 
limit  the  members  to  not  more  than  50  (exclusive  of  employ- 
ees), must  prohibit  any  invitation  to  the  public  to  subscribe  for 
shares  or  debentures,  (friends  or  customers  may  be  asked  to 
take  shares),  and  must  not  give  power  to  issue  share  warrants 
to  bearer.  Private  Companies  may  commence  business  on  the 
date  of  registration  of  the  company,  which  is  the  date  the 
Certificate  of  Incorporation  is  issued ;  they  are  not  required  to 
file  the  documents  relating  to  the  appointment  (and  consent  to 
act)  of  Directors,  nor  agreements  by  them  to  take  qualification 
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shares,  nor  the  statutory  declaration  of  the  allotment  of  a  mini- 
mum subscription. 

There  need  not  be  more  than  two  shares  subscribed  before 
commencing  business  and  only  5%  of  the  nominal  (par)  value 
need  be  paid  on  shares  payable  in  cash. 

FORMATION   OF  PUBLIC  COMPANIES 

The  formation  of  a  Limited  Company  is  generally  the 
easiest  method  of  obtaining  capital  for  a  growing  business  or 
of  undertaking  a  new  kind  of  business  or  venture,  because, 
although  very  few  investors  will  place  capital  in  a  partnership, 
(so  risking  every  penny  they  possess)  they  are  quite  willing  to 
invest  moderate  amounts  in  Limited  Companies,  where  their 
loss  is  limited  to  the  sum  they  wish  to  invest. 

A  Limited  Company  also  offers  a  choice  of  investments  to 
the  capitalist,  namely:  (1)  Preference  shares,  giving  a  mod- 
erate dividend  but  having  a  prior  right  to  the  profits,  (2) 
ordinary  shares,  yielding  a  larger  return  if  the  business  succeed 
and  (3)  mortgage  debentures,  which  suit  the  more  cautious 
investor  because,  although  the  interest  paid  is  small,  it  must 
be  paid  whether  the  business  makes  profits  or  not,  while  the 
principal  is  really  a  loan  which  is  repayable  and  secured  by  a 
mortgage  on  the  assets  of  the  company.  Shares,  on  the  con- 
trary, are  permanent  capital  which  the  company  does  not  repay 
while  it  is  a  going  concern.  Although  shareholders  cannot 
claim  repayment  from  the  company  they  can  recover  the  amount 
invested  by  selling  their  shares. 

Someone  must  take  the  first  steps  to  form  a  Public  Limited 
Company,  and  it  is  usually  one  of  those  men  who  make  a  busi- 
ness of  searching  for  businesses  or  undertakings  which  are 
suitable  for  conversion  into  companies  and  who  arrange  the 
details  of  the  flotation.  These  men  submit  likely  businesses  to 
financial  firms,  who  undertake  the  formation  of  public  com- 
panies and  who  sell  the  shares  and  debentures  to  the  public. 

The  "promoters"  of  companies  may  be  defined  as  those 
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persons  who  expect  to  make  a  profit  if  the  company  is  success- 
fully floated.  Whether  they  are  interested  in  the  profitable 
sale  of  property,  or  patents,  or  goodwill  to  the  company,  or 
are  desirous  of  obtaining  salaried  positions  as  Managers,  Direc- 
tors or  Managing  Directors,  or  whether  they  are  receiving  a 
commission  or  other  payment  for  their  services  in  the  flotation 
is  immaterial;  they  are  in  each  case,  as  Promoters,  liable  for 
any  fraudulent  misstatements,  or  concealment  of  facts,  of 
which  they  are  aware,  if  made  with  the  object  of  inducing  the 
public  to  subscribe  for  shares  or  debentures. 

Companies  are  generally  formed  for  one  of  three  purposes : 
either  (1)  to  carry  on,  and  generally  to  extend,  some  existing 
business  or  dealings,  or  (2)  to  form  and  develop  either  a  new 
business  or  a  new  operation,  or  (3)  to  acquire  property,  patent 
rights,  mining  rights,  contracts,  concessions  or  existing  busi- 
nesses, and  to  work  them  up  for  "Flotation"  (formation  into 
public  companies). 

Promotion  Syndicates 

In  case  (3)  the  companies  are  usually  called  "Syndicates," 
which  are  generally  formed  as  private  companies.  If  the  real 
providers  of  the  capital  of  the  Syndicate,  who  may  be  financiers, 
stockbrokers,  or  lawyers,  do  not  wish  their  names  to  be  dis- 
closed, they  may  have  their  shares  issued  to  nominees;  the 
principals  cannot  then  be  traced  by  reference  to  the  list  of 
shareholders  of  the  Syndicate.  The  financiers  or  stockbrokers 
safeguard  themselves  by  holding  the  certificates  of  the  shares 
and  by  getting  the  nominee  to  sign  a  blank  transfer.  The 
nominee  cannot  sell  or  pledge  the  shares  as  he  has  no  share 
certificate;  the  real  principal  can  deprive  him  of  the  shares  at 
any  time  by  dating  the  transfer,  adding  the  name  of  a  new 
nominee  or  a  purchaser,  and  presenting  the  certificate  and  trans- 
fer form  to  the  company,  for  registration  of  transfer. 

After  the  promotion  profits  have  been  divided,  the  Syndicate 
is  wound  up,  voluntarily,  usually  within  a  year,  with  the  result 
that  no  accounts  of  the  winding-up  have  to  be  "filed." 
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If  the  promotion  is  not  a  success,  the  loss  to  each  member 
of  the  Syndicate  is  proportionately  small ;  should  trouble  arise, 
it  is  the  Syndicate,  (or  its  "dummy"  manager)  not  its  members, 
which  will  be  attacked,  that  is,  if  it  has  not  already  been  wound 
up  and  disappeared. 

The  advantages  of  a  Syndicate  acting  as  the  Promoter  are 
obvious, 

FORMATION  OF  A  PUBLIC  COMPANY  FOR  NEW 

BUSINESS 

The  Promoters  in  these  cases  obtain  a  managing  director 
with  knowledge  or  experience  of  the  business  to  be  carried  on, 
and  also  obtain  directors  and  other  officials,  and  arrange  with 
stockbrokers,  and  other  persons  who  will  either  invest  capital 
in  the  company  or  persuade  their  friends  and  clients  to  sub- 
scribe for  shares  or  debentures, 

A  prospectus  is  prepared  which  states  that  large  profits 
are  "confidently  expected"  to  be  earned,  and  which,  on  the 
faith  of  the  opinions  of  well  paid  technical  experts,  describes 
the  undertaking  in  sufficiently  rosy  terms  to  induce  the  public 
to  subscribe  for  shares  and  debentures. 

The  promoters  must  furnish  the  money  required  for  the 
expenses  of  the  incorporation  and  registration  of  the  company 
and  the  advertising  of  the  prospectus;  such  sums  are  usually 
agreed  to  be  reimbursed  by  the  company  after  its  formation, 
unless  added  to  the  purchase  price  and  made  payable  by  the 
Vendor.  The  promoters'  profit  is  usually  stated  to  be  a  com- 
mission, payable  chiefly  in  cash.  To  protect  themselves  from 
loss  of  their  outlay  the  promoters  generally  have  a  large  propor- 
tion of  the  issue  "underwritten."  This  means  that,  in  con- 
sideration of  a  fee,  varying  from  2%  to  10%  on  the  nominal 
amount  of  the  shares,  the  "Underwriters"  (who  may  be  finan- 
ciers or  stockbrokers,  or  businessmen),  agree  to  subscribe  and 
pay  for  any  shares  which  are  not  applied  for  by  the  public. 

If  all  the  shares  underwritten  are  applied  for,  the  under- 
writers make  a  clear  profit  of  the  commission  received.    Should 
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only  a  portion  of  the  amount  underwritten  be  applied  for  by 
the  public,  the  underwriters  will  have  to  take  up  the  unsub- 
scribed portion  of  the  shares,  and  pay  the  application  and  allot- 
ment moneys  on  them,  but  they  will  receive  the  commission  on 
the  whole  amount  underwritten  by  them. 

If  the  public  are  slow  to  subscribe,  with  the  result  that  the 
underwriters  have  to  take  up  a  large  proportion  of  the  shares, 
they  may  arrange  to  "Rig  the  Market,"  which  means  to  arti- 
ficially "boom"  the  shares  until  they  have  unloaded  them  on 
the  public  by  selling.  The  unloading  is  done  by  the  under- 
writers entering  into  pooling  agreements,  by  which  the  selling 
of  their  shares  is  controlled  by  one  or  two  men,  who  then 
give  "options"  for  taking  them  at  a  certain  price,  to  stock- 
brokers, stock  jobbers,  and  others  who  assist  in  the  working  of 
the  "boom."  These  latter  make  their  profits  by  the  difiference 
between  the  increased  price  at  which  they  sell  on  the  market 
and  the  option  price  at  which  they  buy.  They  are  usually  also 
allowed  a  selling  commission.  Therefore  it  is  to  their  interest 
1o  create  a  big  public  demand  for  the  shares  by  recommending 
investors  to  buy,  and  they  do  all  possible  to  raise  the  market 
prices  of  the  shares. 

FORMATION  OF  A  PUBLIC  COMPANY  TO  TAKE 
OVER  A  GOING  CONCERN 

The  owner  of  a  business,  the  Vendor,  may  act  as  his  own 
promoter  for  converting  it  into  a  public  company,  but  as  the 
management  of  a  public  issue  of  shares  and  debentures  requires 
considerable  skill  and  experience,  it  is  generally  left  in  the 
hands  of  a  promoting  syndicate. 

In  these  cases  the  Promoters  form  a  company  in  order  to 
sell  the  business  to  the  public  at  a  profit  to  themselves.  The 
first  step  is  to  buy,  or  obtain  control  of,  the  business  to  be  sold. 
In  order  to  protect  the  public  the  company  laws  provide  that 
where  a  business  which  is  converted  into  a  public  company  is 
not  the  promoters'  own  property,  but  is  to  be  paid  for,  either 
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partially  or  entirely,  from  the  cash  subscribed  for  shares  or 
debentures  by  the  public,  the  promoters  must  state  in  the  pros- 
pectus the  price  at  which  they  have  agreed  to  buy  the  business, 
and  the  price  they  are  charging  to  the  company.  It  is  awkward 
for  the  promoters  to  have  to  disclose  that  they  are  making  a 
large  profit,  because  that  would  dissuade  the  public  from  invest- 
ing in  the  concern. 

To  avoid  this  disclosure,  a  promotion  Syndicate  is  generally 
formed,  to  pay  the  Vendors  for  the  property  Before  the  flota- 
tion. Then  the  Syndicate,  being  the  actual  owner  of  the 
property,  sells  to  the  company  at  whatever  price  it  thinks  fit, 
and  is  not  compelled  to  disclose  the  price  paid  to  the  original 
Vendors. 

If  the  original  purchase  price  is  too  large  to  permit  of  funds 
being  raised  for  the  purchase  outright  of  the  business  in  this 
way,  the  promoters  must  disclose  their  profit  in  the  prospectus, 
by  stating  ( 1 )  the  prices  to  be  paid  to  the  various  Vendors  and 
sub- Vendors  of  the  property  to  be  sold  to  the  company,  (2) 
the  amount  of  any  commission  payable  to  the  promoters  by  the 
company,  (3)  whether  payable  in  cash,  shares  or  debentures, 
and  (4)  any  amounts  to  be  paid  by  the  company  for  registra- 
tion and  formation  expenses.  Another  method  is  for  the  pro- 
moters to  provide  the  money  required  for  the  flotation  and  for 
the  Vendors  of  the  business  to  undertake  to  refund  these  out- 
lays, or  to  pay  a  lump  sum  to  the  promoters  from  the  price  to 
be  received  by  them  from  the  company.  The  Vendors  then  add 
to  the  selling  price  of  their  business  both  the  expenses  payable 
to  the  promoters  and  an  agreed  sum  for  the  promoters'  profit. 
To  ensure  that  the  Vendors  will  really  sell  the  property  to  the 
company  after  it  is  formed,  the  promoter  has  a  preliminary 
purchase  agreement  made  between  the  Vendors  and  a  trus- 
tee for  the  company.  This  will  bind  the  Vendors,  but  it  does 
not  bind  the  company,  because  it  is  not  in  existence.  The 
trustee  acts  "on  behalf  of  a  company  about  to  be  formed," 
and  the  Memorandum  of  the  company  states  that  it  is  formed 
with  the  object  of  taking  over  and  carrying  on  the  business  of 
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the  Vendors  on  the  terms  of  a  contract  of  sale  already  made 
with  a  trustee  for  the  intended  company.  This  contract 
must  be  named  in  the  prospectus. 

After  the  company  has  been  registered  and  has  received  the 
certificate  entitling  it  to  commence  business,  the  Board  of  Direc- 
tors pass  a  resolution  to  adopt  and  formally  complete  the 
contract  of  sale  made  by  the  vendor  with  the  trustee.  The 
contract  is  then  binding  on  both  the  company  and  the  Vendor, 
and  the  Trustee  is  released  from  liability.  Should  the  com- 
pany not  be  formed,  or  the  flotation  not  succeed,  the  agreement 
with  the  Vendor  falls  to  the  ground,  by  reason  of  a  condition 
usually  inserted  in  the  contract  that  unless  the  company  adopts 
the  contract  within  a  certain  time,  the  agreement  shall  be  void 
and  the  trustee  shall  be  released  from  liability  on  the  contract. 

The  Vendors  are  usually  paid  the  "purchase  consideration" 
(price)  as  to  about  one-third  in  cash,  and  the  balance  in  shares 
and  debentures,  or  in  cash  or  shares,  "at  the  option  of  the 
directors,"  which  means  that  if  the  public  does  not  subscribe 
for  the  whole  of  the  shares,  the  Vendor  must  take  the  remain- 
ing two-thirds  of  the  price  in  shares.  Vendors'  shares  must 
not  be  counted  towards  the  minimum  subscription  named  in  the 
Articles  of  the  company.  The  Vendors  may  sell  or  transfer 
their  shares  at  any  time  after  the  incorporation  of  the  company. 

Prospectus 

The  Directors,  who  are  usually  appointed  by  the  promoters, 
must  sign  the  prospectus  inviting  the  public  to  take  shares  and 
debentures  in  the  company. 

This  document  should  show  all  profits  made  by  the  various 
Vendors,  sub- Vendors,  and  Promoters,  and  it  should  also  dis- 
close any  contracts  (except  ordinary  routine  trade  contracts) 
made  on  behalf  of  the  intended  company,  including  the  con- 
tract for  the  purchase  of  the  business.  The  promoters,  who 
usually  draw  up  this  prospectus,  are  liable  to  the  company  and 
to  shareholders  for  the  return  of  all  money  invested  in  the 
company,  as  well  as  for  damages,  if  misleading  or  untruthful 
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statements  are  knowingly  made  in  the  prospectus,  or  if  impor- 
tant facts  are  omitted,  provided  that  the  shareholders  have  been 
induced  to  take  up  shares  on  the  faith  of  such  wrongful  state- 
ments, or  through  ignorance  of  the  facts  concealed. 

The  Directors  also  are  liable  for  the  omissions  of  relevant 
facts  and  for  false  or  misleading  statements,  if  they  know  them 
to  be  such. 

To  avoid  this  liability,  companies  are  sometimes  formed 
without  a  prospectus  being  issued,  a  "Statement  in  Lieu  of  a 
Prospectus"  being  filed  at  the  time  of  incorporation.  Then  an 
"option"  is  given  to  some  financial  firm  to  buy  the  shares  at 
the  full  price,  but  with  a  large  commission  for  placing  them, 
this  commission  being  provided  for  by  the  articles  authorising 
payment  of  a  commission  which  "is  not  to  exceed  100%."  Then 
the  financial  firm  issues  a  prospectus  to  the  public,  but  as  it  is 
not  issued  "for  or  on  behalf  of  the  company"  the  law  does  not 
require  it  to  be  filed,  nor  are  the  company  or  its  Directors 
responsible  for  the  statements  made  in  it,  which  is  rather 
fortunate  for  them.  The  financial  house  usually  holds  a  small 
quantity  of  the  shares,  and  buys  others  as  it  sells. 

Legal  Regulations  as  to  the  Prospectus 

The  following  are  the  regulations  of  the  Companies  Act, 
1908,  as  regards  prospectuses : 

If  a  company  already  in  existence  issues  a  prospectus  invit- 
ing applications  from  the  public  for  shares  or  debentures,  or  if 
a  Vendor  or  Promoter  issues  a  prospectus  relating  to  a  company 
intended  to  be  formed,  it  must  be  signed  by  all  the  Directors 
and  proposed  Directors  named  in  it,  must  be  dated,  and  a  copy 
must  be  filed  with  the  Registrar  of  Joint  Stock  Companies 
before  it  is  issued.  The  prospectus  must  be  printed  and  must 
state,  on  its  face,  that  it  has  been  "filed,"  (registered). 

Exceptions 

In  the  case  of  an  issue  of  further  shares  or  debentures, 
which  are  offered  exclusively  to  existing  shareholders  or  deben- 
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ture  holders,  the  prospectus  or  circular  making  the  offer  need 
not  be  filed.  Nor  need  it  be  filed  if  the  shares  or  debentures 
are  not  offered  "by  the  company  or  on  its  behalf,"  but  by  some 
person  who  is  already  the  owner  of  them,  or  who  is  offering 
them  as  an  agent  of  any  other  person  than  the  company. 

Documents  in  the  nature  of  a  prospectus  need  not  be  filed  if 
they  are  addressed  to  friends  or  clients  of  the  promoters,  or  to 
customers  or  business  connections  of  a  firm.  The  intention  of 
the  law  is  that  if  the  prospectuses  are  issued  broadcast  to  per- 
sons who  have  no  personal  knowledge  of  either  the  business 
being  formed  into  a  company,  or  of  the  promoters  themselves, 
the  prospectus  must  be  filed  and  the  Directors  must  clearly 
show,  by  signing  the  prospectus,  that  they  assume  responsibility, 
for  all  the  statements  of  future  or  past  profits,  &c.,  made  in  it. 

PARTICULARS   TO   BE   STATED   IN   EVERY   PRO- 
SPECTUS ISSUED  BY  OR  ON  BEHALF 
OF  A  COMPANY 

(1)  A  full  copy  of  the  Memorandum  of  Association;  (2) 
the  number  of  Vendors',  management,  or  deferred  shares,  if 
any,  the  dividends  payable  on  them  and  their  capital  (lump 
sum)  values;  (3)  names,  &c.,  of  all  Directors;  (3a)  their  quali- 
fications and  remuneration;  (4)  minimum  cash  subscription 
required  for  allotment;  (5)  amounts  payable  on  application  and 
allotment  of  shares;  (6)  particulars  of  shares  or  debentures 
offered  and  allotted  for  previous  public  issues,  if  any,  and  the 
commissions  payable  on  the  present  subscriptions;  (7)  details 
of  any  property  agreed  to  be  bought  by  the  company,  the 
names  of  all  Vendors  and  sub- Vendors  interested,  the  amounts 
receivable  by  each  of  them  and  how  payable:  (7a)  amount  (if 
any)  payable  for  goodwill ;  (8)  estimate  of  preliminary  ex- 
penses; (9)  amounts  payable  to  promoters,  and  the  considera- 
tion for  same;  (10)  details  of  all  material  contracts  to  be  taken 
over  and  the  addresses  at  which  such  contracts  may  be  inspected 
by  any  intending  applicants  for  shares;  (11)  how  any  director 
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or  his  firm  is  interested  in  the  promotion,  or  in  the  property 
to  be  acquired  by  the  company,  and  any  amounts  payable  to  him 
or  his  firm,  by  the  company,  in  cash  or  shares;  (12)  names 
and  addresses  of  the  auditors  of  the  comipany;  (13)  if  sev- 
eral classes  of  shares  issued,  their  respective  voting  powers ; 
(14)  date  of  publication  and  filing  of  the  prospectus. 

For  prospectuses  issued  more  than  a  year  after  incor- 
poration, Nos.  3a,  8  and  11  need  not  be  stated.  Newspaper 
advertisements  of  the  prospectus  need  not  include  a  copy 
of  the  Memorandum  of  Association. 

A  public  company  which  does  Not  issue  a  prospectus  to  the 
public  at  the  time  of  its  formation  must  not  allot  any  shares  or 
debentures  before  "filing"  a  "Statement  in  Lieu  of  Prospectus," 
containing  most  of  the  details  required  to  be  stated  in  a  pros- 
pectus. 

The  statement  must  be  signed  by  every  Director  or  proposed 

Director,  and  must  state  the  minimum  subscription  required 

for  allotment,  otherwise  the  whole  of  the  share  capital  must  be 

subscribed  before  the  company  is  allowed  to  commence  business. 

( 
Minimum  Subscription 

Every  company  which  issues  a  prospectus  inviting  the 
public  to  make  applications  for  shares  must  state  in  it  the 
smallest  total  amount  of  share  applications  which  it  will  con- 
sider as  being  sufficient  capital  to  enable  the  company  to  com- 
mence business.  This  is  called  the  "Minimum  Subscription"  ; 
the  amount  named  is  the  nominal  value  of  the  shares.  If  no 
such  limit  is  stated,  the  company  cannot  allot  any  shares  or 
commence  business  unless  the  whole  of  its  share  capital  is  ap- 
plied for.  Unless  the  minimum  subscription  has  been  subscribed 
within  40  days  after  the  date  of  the  prospectus,  and  the  applica- 
tion amounts  have  actually  been  received  by  the  company,  no 
allotment  of  shares  must  be  made  and  the  application  moneys 
must  be  returned. 

Where  the  promoters  have  succeeded  in  obtaining  the  under- 
Avriting  of  a  fair  proportion  of  the  share  capital,  the  minimum 
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subscription  is  fixed  at  less  than  this  amount,  and  the  prospectus 
may  then  state  that,  as  the  minimum  subscription  has  been 
underwritten,  or  already  subscribed,  the  company  will  proceed 
to  allotment  immediately  after  the  time  allowed  for  applications 
to  be  made. 

Alteration  of  Preliminary  Contracts 

No  contracts  with  Vendors  or  other  persons,  which  have 
been  referred  to  in  the  prospectus  or  in  the  Statement  in  Lieu 
of  a  Prospectus,  can  be  varied  except  subject  to  the  approval 
of  the  Statutory  Meeting  of  all  shareholders,  to  which  they 
must  be  submitted ;  particulars  of  the  proposed  alterations  must 
be  sent  to  all  shareholders  at  least  7  days  before  the  meeting. 

This  does  not  apply  to  Private  Companies, 

Capital  of  the  Company 

This  is  usually  divided  into  Shares  of  fixed  amounts,  and 
any  investor  may  take  one  share  or  more,  but  he  cannot  take  a 
fraction  of  a  share.  (For  description  of  the  different  kinds 
of  shares,  see  "Distribution  of  profits.") 

The  prospectus  states  how  the  instalments  of  capital  are  to 
be  paid.  For  example,  £1  shares  may  be  payable  as  to  5s.  per 
share  on  Application  ;  5s,  On  Allotment^  and  the  remainder 
by  "Calls"  to  be  "made"  (asked  for)  by  the  Directors,  as 
required.  The  application  instalment  must  not  be  less  than  5% 
of  the  nominal  (par)  value  of  the  share,  one  shilling  on  a 
twenty  shilling  share. 

Applications 

An  Application  Form  is  issued  with  the  prospectus,  to  be 
filled  up  by  the  person  wishing  to  take  shares.  The  intending 
shareholder  states  how  many  shares  he  requires,  fills  in  his  full 
name  and  address,  and  sends  the  application  to  the  company's 
bankers,  with  a  cheque  for  the  application  money.  A  limited 
time  is  allowed,  usually  3  or  4  days,  for  sending  applications 
to  the  company's  bankers  or  brokers. 
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When  this  time  has  expired,  or  so  soon  as  the  shares  offered 
have  been  all  applied  for,  the  subscription  list  is  closed. 

Allotment 

Shortly  afterwards  the  Directors  of  the  company  meet, 
and  go  through  the  list  of  applications.  They  may  allot  from 
day  to  day,  as  applications  arrive,  if  they  wish,  without  waiting 
for  the  total  minimum  subscription.  They  have  an  absolutely 
free  hand  as  to  alloting  the  shares,  having  the  right  to  accept  or 
refuse  any  applications,  wholly  or  in  part,  without  giving  any 
reasons.  Generally  the  preference  is  given  to  "marked"  appli- 
cations from  clients  of  those  stockbrokers  and  bankers  who 
have  recommended  the  investment  to  their  clients.  These  appli- 
cations are  recognized  by  the  brokers  or  bankers'  names  or 
initials  stamped  on  them.  Commissions  are  paid  by  the  com- 
pany to  the  brokers  or  bankers  for  obtaining  these  subscrip- 
tions. 

If  the  Directors  accept  an  application  they  "Allot"  the  ap- 
plicant a  certain  number  of  shares,  which  may  be  less  than 
the  quantity  applied  for,  if  the  wording  of  the  application  form 
allows  this  option.  By  law  the  application  is  held  to  be  an  offer 
by  the  applicant  to  take  the  quantity  of  shares  applied  for. 
Usually  the  printed  form  supplied  for  applications  states  "or 
such  smaller  quantity  as  the  Directors  may  allot."  When  the 
Directors  allot  any  shares  to  an  applicant,  they  make  a  legal 
acceptance  of  his  offer  to  take  them.  The  contract  is  complete 
when  the  notice  of  allotment  has  been  placed  in  the  mail. 
After  the  Directors  have  finished  the  allotments,  the  Secretary 
sends  a  stamped  "Letter  of  Allotment"  to  each  of  the  appli- 
cants, stating  the  number  of  shares  allotted  to  him  and  the 
amount  payable  "on  allotment."  This  is  the  second  instalment 
of  capital,  and  it  is  due  for  payment  at  once. 

As  soon  as  the  "Allotment  Letter"  is  posted,  or  the  appli- 
cant or  his  authorised  agent  has  been  informed  orally  of  the 
allotment,  the  applicant  is  a  shareholder,  or,  as  it  is  called  in  law, 
he  is  a  "Member  of  the  Company."    He  can  cancel  his  appli- 


420  BRITISH     SECTION 

cation  by  letter  or  telegram  at  any  time  before  he  is  informed 
of  the  allotment,  or  before  the  Letter  of  Allotment  is  posted, 
but  not  afterwards.  The  holder  of  a  letter  of  allotment  is 
entitled  to  transfer  his  rights  to  a  new  holder  who  then  under- 
takes the  liability  for  calls. 

At  later  dates  the  Directors  make  "calls"  for  the  remaining 
instalments,  as  required,  but  these  cannot  be  made  earlier  than 
the  dates  mentioned  in  the  prospectus. 

If  no  shares  are  allotted  to  the  applicant,  a  Letter  of  Re- 
gret is  sent,  informing  him  of  this,  together  with  a  cheque  for 
the  amount  he  paid  on  application. 

If  he  is  allotted  less  than  the  quantity  applied  for,  the 
excess  application  money  is  either  returned  to  him,  or  it  may 
be  carried  to  his  credit,  towards  the  amount  due  on  allotment. 

No  shares  may  be  allotted  to  anyone  without  being  paid 
for  in  money,  unless  a  contract  has  been  made  with  the  com- 
pany for  payment  in  property  or  assets  transferred  to  the  com- 
pany, or  for  the  performance  of  services  in  the  promotion 
(flotation)  of  the  company.  All  such  contracts  must  be  proper- 
ly stamped  for  duty,  and  a  copy  must  be  filed  with  the  Registrar 
of  Joint  Stock  Companies  within  one  month  after  the  allotment 
of  such  shares. 

If  issued  in  payment  for  property  without  a  contract  being 
filed,  the  officials  issuing  them  and  the  Directors  knowing  of  it 
are  each  liable  to  a  penalty  of  £50  per  day. 

These  shares  must  be  stated  separately  in  the  Return  of 
Allotment ;  they  cannot  be  reckoned  towards  the  amounts 
required  for  the  "Minimum  Subscription." 

Allotment  letters  must  be  stamped  with  a  Id.  impressed 
stamp  for  allotments  below  iS,  nominal  value,  and  with  a  6d. 
impressed  stamp  for  £5  or  over.  The  forms  must  be  stamped 
before  being  used. 

Return  of  Allotment 

This  return  is  quite  different  from  the  "Statutory  Declara- 
tion of  Allotment  of  Minimum  Subscription,"  described  later. 
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Within  one  month  after  any  allotment  of  shares,  both 
public  and  private  companies  must  file  a  Return  of  Allotment, 
stating  the  quantity  and  nominal  value  of  the  shares  allotted 
for  payment  in  cash,  the  names  and  addresses  of  the  persons 
to  whom  allotted,  and  the  amounts  paid  up  or  due  for  payment 
on   the   shares   allotted. 

A  return  must  also  be  made  of  all  fully  or  partly  paid 
shares  allotted  for  value  given  otherwise  than  in  cash,  and  a 
Contract  of  Sale  or  other  document  entitling  the  allottee  to  the 
shares  must  be  filed  with  the  return. 

It  should  be  noted  that  returns  must  be  filed  after  each 
allotment,  so  that  the  filed  returns  will  always  show  the  total 
allotment  up  to  a  recent  date. 

Commencing  Business 

A  Statutory  Declaration  of  the  allotment  of  the  Minimum 
Subscription  is  made  by  the  Secretary  or  one  of  the  Directors. 
It  states  that  shares  have  been  allotted,  for  payment  in  cash, 
for  not  less  than  the  "minimum  subscription,"  and  that  the 
application  and  allotment  moneys  have  been  received  by  the 
company,  also  that  the  Directors  have  paid  the  application 
and  allotment  instalments  due  on  their  qualification  shares. 

(See  also  "Return  of  Allotments.") 

This  Statutory  Declaration  is  filed,  at  the  earliest  possible 
moment,  with  the  Registrar  of  Joint  Stock  Companies,  who 
then  issues  a  certificate,  called  the  "Trading  Certificate,"  stating 
that  the  company  is  entitled  to  commence  business. 

It  may  thereupon  make  trading  contracts,  adopt  the  contract 
of  sale  with  the  Vendor  of  property  to  be  paid  for  in  shares, 
and  may  borrow  money,  on  debentures  or  otherwise. 

Contracts  of  a  public  company  which  issues  a  prospectus, 
when  made  before  the  date  of  the  Trading  Certificate,  only 
become  legally  binding  on  the  date  of  its  issue,  all  such  con- 
tracts being  conditional  on  the  company  obtaining  the  Trading 
Certificate. 

Public  Companies  which  do  Not  issue  a  prospectus,  have 
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to  file  (1)  a  "Statement  in  Lieu  of  Prospectus,"  (which  states 
the  minimum  subscription)  and  (2)  the  Statutory  Declaration 
as  to  Allotments,  in  order  to  obtain  the  Trading  Certificate. 

Private  companies  do  not  require  such  a  certificate;  they 
may  commence  business  immediately  after  registration,  (incor- 
poration). 

The  Statutory  Declaration  of  Allotments  is  quite  distinct 
from  the  Return  of  Allotments  explained  previously. 

Statutory  Meetings 

Every  company  must  hold  a  first  General  Meeting  of  its 
members,  called  the  "Statutory  Meeting"  between  1  and  3 
months  after  its  registration  as  a  company.  Later  general 
meetings  must  be  held  at  least  once  each  year. 

Annual  General  Meetings 

At  the  second  and  following  Annual  General  Meetings  "A 
Statement  as  to  the  financial  position  of  the  Company"  (a 
Balance  Sheet)  is  laid  before  the  shareholders  by  the  Directors ; 
any  retiring  Directors  and  Auditors  are  re-elected,  or  new  ones 
are  appointed  to  fill  their  places;  the  Balance  Sheet  and  Ac- 
counts are  also  considered  and  any  dividends  declared. 

The  number  of  votes  to  which  each  shareholder  is  entitled 
is  stated  in  the  Articles  of  Association.  All  proposals  at  meet- 
ings are  adopted  or  defeated  by  a  show  of  hands,  each  share- 
holder generally  having  one  vote. 

The  minority  may  demand  a  poll,  when  the  voting  is  by 
letter,  each  shareholder's  vote  being  reckoned  according  to  the 
number  of  shares  he  holds.  If  agreed  to,  they  are  called  "Reso- 
lutions." 
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MANAGEMENT  OF  PUBLIC  COMPANIES 

In  a  partnership,  each  partner  is  allowed  to  take  part  in 
the  management  of  the  business,  but  this  would  be  impossible 
in  companies,  where  the  number  of  shareholders  is  so  large. 
The  affairs  of  the  company  are  managed  by  the  directors, 
who  are  collectively  called  "The  Board."  The  first  Directors 
are  usually  appointed  by  the  Promoters.  If  no  Directors  are 
appointed,  the  subscribers  of  the  Memorandum  of  Association 
are  entitled  to  act  as  Directors,  or  they  may  be  authorised  by 
the  Articles  to  appoint  Directors.  Usually  the  Articles  provide 
that  one-third  of  the  Directors  shall  retire  each  year. 

The  shareholders,  at  their  Annual  General  Meetings,  either 
re-elect  them  or  appoint  other  persons.  The  Directors  man- 
age the  business  of  the  company,  as  trustees  for  the  share- 
holders, with  the  authority  of,  and  according  to,  the  regula- 
tions stated  in  the  Memorandum  and  Articles.  The  Directors 
must  not  exceed  the  powers  given  to  them  by  the  Articles  or 
by  General  Meetings,  otherwise  they  will  be  Acting  Ultra 
Vires,  that  is,  outside  their  powers.  They  would  be  person- 
ally responsible  for  such  acts,  and  for  any  loss  resulting. 
They  must  not  do  any  business  which  is  not  authorised  by 
the  Memorandum,  or  they  will  be  acting  "ultra  vires  the  com- 
pany." The  shareholders  may,  by  resolution,  confirm  any 
act  done  by  Directors  outside  their  own  powers,  but  they 
cannot  extend  the  powers  of  the  company.  This  can  only 
be  done  by  an  alteration  of  the  Memorandum  by  consent  of 
the  Court. 

The  Directors  are  paid  for  their  services,  either  by  certain 
fees,  which  are  considered  as  managers'  salaries  to  be  paid 
whether  the  profits  are  earned  or  not,  or  by  a  proportion  of 
the  net  profits  (if  any),  or  by  fees  plus  a  percentage  of  the 
profits. 
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The  shareholders  usually  vote  the  salaries  of  the  Directors 
at  the  "Annual  General  Meeting." 

One  of  the  Directors  is  generally  appointed  as  Manager, 
and  he  is  then  called  The  Managing  Director,  Or  the 
Board  may  appoint  a  "General  Manager,"  who  is  not  a  Di- 
rector. Unless  the  Board  is  empowered  by  the  Articles  to 
appoint  a  Managing  Director  he  can  only  be  appointed  by  a 
resolution  passed  at  a  General  Meeting. 

Directors'  fees  include  traveling  expenses,  unless  other- 
wise stated  by  the  Articles.  The  company  must  not  pay 
income  tax  for  the  Directors,  on  their  fees,  unless  authorised 
by  a  special  resolution  of  the  shareholders. 

No  extra  remuneration  must  be  paid  to  Directors  except 
by  authority  of  a  special  resolution  of  the  shareholders. 

Directors 

A  Director  cannot  be  appointed  by  the  Articles  of  Asso- 
ciation, nor  may  his  name  be  published  on  a  first  prospectus, 
unless  he  has  (1)  signed  (and  the  company  has  filed  with 
the  Registrar)  a  consent  to  act  as  Director,  and  he  has  either 
(2)  signed  the  Memorandum  of  Association  for  the  quantity 
of  shares  required  for  his  qualification  (if  any),  or  (3) 
signed  (and  the  company  has  filed)  a  contract  to  take  from 
the  company,  and  pay  for,  his  qualification  shares,  if  any.  A 
Director  need  not  pay  up  more  on  his  qualification  shares 
than  the  amounts  called  up  from  other  shareholders.  Di- 
rectors appointed  after  the  incorporation  need  not  obtain  the 
qualification  shares  from  the  company;  they  may  borrow 
them,  so  long  as  they  are  entered  in  the  Register  in  the  name 
of  the  Director. 

The  law  does  not  require  a  Director  to  hold  more  than 
one  share  (Articles  of  Table  A),  unless  the  special  Articles 
of  the  company  state  otherwise. 

But  if  special  Articles  provide  that  a  Director  must  be  the 
holder  of  a  stated  number  of  shares,  he  must  obtain  his 
qualification  shares  within  two  months  from  his  appointment. 
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unless  the  Articles  fix  a  shorter  time,  otherwise  he  is  forbidden 
to  act  as  Director  under  a  penalty  of  iS  per  day,  dating  from 
the  expiry  of  the  two  months  or  shorter  term  fixed  by  the 
Articles. 

It  is  a  common  practice  for  large  sharehofders  to  qualify 
Directors  by  transferring  the  qualification  shares,  "as  a  gift," 
and  at  the  same  time  to  take  a  re-transfer  of  the  shares  in 
blank,  which  only  requires  the  insertion  of  the  date  to  be  a  valid 
re-transfer ;  the  share  certificate  being  held  by  the  large  share- 
holder. 

The  acts  of  a  Director  are  valid,  notwithstanding  any 
defect  afterwards  discovered  in  his  appointment  or  qualifica- 
tion. 

A  Director  may  be  sued  for  alleged  gross  negligence  or 
breach  of  trust,  but  the  Court  may  relieve  him  from  liability 
if  he  acted  honestly  and  reasonably.  A  Director  is  not  re- 
sponsible for  losses  caused  by  errors  of  judgment,  provided 
he  acts  honestly ;  the  shareholders  have  no  power  to  dismiss 
a  Director  who  is  incapable,  but  they  may  refuse  to  re-elect 
him. 

By  its  Memorandum  a  company  may  provide  that  its 
Directors  shall  have  Unlimited  Liability  for  its  debts.  In 
such  cases  the  unlimited  liability  must  be  declared  in  writing 
to  every  proposed  new  Director  before  he  accepts  office. 
Such  an  arrangement  is  rarely  made. 

Subscribed  Capital 

Capital  applied  for  and  allotted  is  called  the  "Subscribed 
Capital"  of  the  company.  The  full  Nominal  amount  of 
Share  Capital  which  the  company  has  Power  to  Issue  is  called 
the  "Authorised  Capital."  The  Working  Capital  is  the 
amount  of  capital  available  for  use  in  buying  goods  and  pay- 
ing the  debts  and  expenses  of  the  company. 

The  Amount  Actually  Paid  Up  on  the  shares,  at  any 
certain  date,  is  called  the  Paid  Up  Capital,  but  this  includes 
the  amount  of  any  shares  allotted  to  vendors  of  a  business 
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which  has  been  taken  over  by  the  company  or  allotted  to 
vendors  of  property. 

Vendors*  Shares 

If  money  is  not  paid  for  the  shares,  a  contract  must 
BE  "filed"  with  the  Registrar  of  Joint  Stock  GDmpanies  within 
one  month  after  the  allotment  of  such  shares,  showing  what 
was  given,  or  is  to  be  given,  to  the  company  in  return  for 
such  shares. 

If  shares  are  issued  otherwise  than  against  a  payment  of 
money,  and  a  contract  is  made  but  not  "registered"  (filed), 
the  holder  of  such  shares  would  not  be  compelled  to  pay  for 
them  in  cash,  but  the  neglect  to  file  the  contract  would  render 
every  officer  and  Director  knowing  of  the  non-filing  liable  to 
a  penalty  of  i50  per  day. 

Share  Issues 

Shares  cannot  be  issued  at  a  discount,  that  is,  at  less 
than  the  full  nominal  amount  of  the  shares,  but  they  may  be 
issued  "At  a  Premium/'  that  is,  at  a  higher  price  than  the 
face  value,  or  "At  Par,"  which  is  the  exact  face  value.  Com- 
missions may  be  paid  for  either  subscribing  or  placing  shares, 
if  authorised  by  the  Articles,  but  this  is  not  considered  to  be 
issuing  the  shares  at  a  discount. 

A    COMPANY    cannot    HOLD    ANY    OF    ITS    OWN    SHARES    AS 

AN  INVESTMENT,  nor  can  it  buy  them  in  order  to  sell  them 
again,  or  to  cancel  them,  because  this  deprives  the  company's 
creditors  of  the  money  which  should  be  used  in  paying  the 
company's  debts. 

Bonus  Shares 

These  cannot  legally  be  issued,  except  as  commission 
for  subscribing  or  placing  shares. 

Debentures  Are  Not  Capital 

These  are  not  taken  into  account  in  stating  the  capital  of 
the  company.    They  are  simply  loans  to  the  company. 
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Debenture  holders  are  not  treated  as  shareholders,  because 
they  can  be  paid  off  by  the  company  and  the  debentures  can- 
celled, whereas  a  company  cannot  pay  out  any  of  its  share- 
holders, nor  buy  its  own  shares,  because  companies  are  for- 
bidden by  law  to  hold  their  own  shares.  Debentures  are 
sometimes  called  "Loan  Capital/'  They  can  be  issued 
AT  a  discount,  if  the  Directors  so  decide,  but  shares  cannot. 

A  company  may  issue  debentures  at  any  price  it  thinks 
fit,  and  may,  without  any  special  authority,  pay  commissions 
of  any  amount  for  subscribing  or  placing  debentures. 

Debentures  may  be  made  repayable  ("Redeemable")  at 
the  full  nominal  amount,  although  issued  at  a  discount,  or 
may  even  be  repayable  at  more  than  the  nominal  value,  in 
which  latter  case  they  are  stated  to  be  "Redeemable  at  a 
Premium."  All  trading  companies  have  implied  powers  (1) 
to  borrow  money  and  to  give  securities  to  the  lenders  by  a 
"Charge"  (Mortgage)  on  their  assets,  and  (2)  to  issue 
debentures  at  less  than  the  face  value  and  at  any  rate  of 
interest,  it  being  recognised  that  such  loans  are  not  intended 
to  be  permanent,  and  that  the  price  to  be  paid  for  the  accom- 
modation varies  with  the  security  offered. 

Underwriting  and  Commissions 

Any  company,  whether  it  issues  a  prospectus  or  not,  may 
pay  commissions  to  persons  either  for  subscribing  for  shares, 
or  for  obtaining  subscribers,  or  for  agreeing  to  take  up 
shares  not  subscribed  by  the  public  or  others  (underwriting). 
The  commission  may  be  paid  in  cash  or  in  shares,  and  up 
to  any  rate  per  cent,  provided  that  the  articles  of  association 
give  power  to  pay  such  commissions,  and  that  the  percentage 
authorised  is  not  exceeded.  Every  Statement  in  Lieu  of  a 
Prospectus,  and  every  prospectus  or  notice  inviting  subscrip- 
tions from  the  public  or  privately,  must  state  that  the  com- 
pany has  taken  power  to  pay  such  commissions ;  the  maximum 
rate  actually  paid  on  both  shares  and  debentures  and  of  any 
discount  which  has  been  allowed  on  debentures  must  be  filed 
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annually  and  must  be  shown  separately  in  the  Balance  Sheets 
of  the  company  until  written  off  out  of  profits. 

Promoters  or  vendors  may  pay  underwriting  commissions 
from  the  cash  or  shares  they  receive  from  the  company. 

A  company  may  pay  the  usual  commissions  to  stockbrokers 
without  any  special  authority  being  given  by  the  Articles. 

There  are  no  restrictions  of  law  as  to  payment  of  com- 
missions on  subscribing  or  obtaining  subscriptions  for  deben- 
tures. The  commissions  may  be  of  any  amount,  and  need  not 
be  mentioned  in  the  Articles  or  the  Prospectus. 

« 

Contracts  Made  by  a  Company 

The  Directors  of  a  company  are,  by  their  positions  as 
Managers,  authorised  to  enter  into  all  usual  trading  contracts 
on  behalf  of  the  company.  Contracts  for  the  company  may 
be  made  in  the  following  ways : 

(1)  Such  contracts  as  may  be  made  by  parole  (word  of 
mouth)  by  private  persons,  may  be  entered  into  by  parole  by 
a  director  or  other  authorised  person  (a  General  Manager 
who  is  not  a  Director  may  be  authorised). 

(2)  If  required  to  be  in  writing  by  a  private  person,  then 
a  Director  or  Manager  may  make  them  in  writing. 

(3)  If  required  to  be  by  deed  in  the  case  of  a  private 
person,  the  contract  must  be  signed  by  two  Directors  and  the 
Secretary,  and  must  bear  the  seal  of  the  company.  Any 
alteration  or  discharge  (cancelment)  of  the  contracts  must 
be  made  in  the  same  way  as  the  original  contract.  A  com- 
pany may,  by  a  deed  under  seal,  appoint  an  attorney  or 
agent  to  sign  deeds  abroad  on  its  behalf. 

It  should  be  noticed  that  contracts  made  on  behalf  of  a 
company  are  made  in  the  same  way  that  contracts  would  be 
made  by  a  single  trader. 

Authority  to  Sign  Contracts 

Where  one  or  more  of  the  Directors  are  deputed  to  sign 
important  contracts  for  the  company,  a  resolution  authorising 
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each  of  such  acts  should  be  passed  by  the  Board  of  Directors. 
General  powers  to  sign  contracts,  and  to  manage  the  busi- 
ness of  the  company,  are  sometimes  given  by  a  resolution  of 
the  Board  appointing  one  or  more  Directors  to  be  a  Com- 
mittee of   Management. 

Warning  No,  1 

It  should  not  be  overlooked  that,  unless  adequate  pro- 
visions are  made  for  supervising  the  acts  of  this  Committee 
of  Management,  such  an  arrangement  practically  amounts 
to  the  Board  neglecting  its  own  proper  functions  of  control 
over  the  business. 

In  case  of  loss  resulting  to  the  company  from  the  absence 
of  effective  control  over  the  acts  of  the  Management  Com- 
mittee, the  other  Directors  would  probably  be  charged  with 
serious  neglect  of  duty,  and  with  breach  of  trust.  Many 
companies  have  been  ruined  through  the  Board  of  Directors 
trusting  too  blindly  to  the  Managing  Director.  In  a  law  case 
recently  decided,  Directors  were  held  liable  to  pay  to  share- 
holders £60,000  of  loss  incurred  through  neglect  to  supervise 
the  dealings  of  the  Managing  Director. 

A  good  check  would  be  to  insist  that  all  orders  placed 
and  all  contracts  made  on  behalf  of  the  company  by  the  Man- 
agement Committee  (or  by  the  General  Manager  or  Man- 
aging Director)  should  be  invalid  unless  countersigned  by 
the  Secretary,  and  that  the  details  of  these  contracts,  and 
their  amounts,  should  be  reported  by  him  to  the  Board  at 
the  following  meeting.  Notices  should  be  given  that  orders 
and  contracts  would  not  be  recognised  unless  so  countersigned. 
Such  an  arrangement  would  also  assist  the  proper  financing 
of  the  company,  by  requiring  the  immediate  notification  of 
all  liabilities  to  be  incurred  by  the  company. 

Warning  No.  2 

In  order  to  avoid  personal  liability  when  signing  orders, 
contracts,    agreements,   cheques   and   bills    of   exchange,    the 
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Directors  and  other  officials  should  be  careful  to  state  that 
they  sign  on  behalf  of  the  company.  The  best  form  of  signa- 
ture is :    "For  and  on  behalf  of  The Co.,  Ltd., 

J.  Brown,  Director,"  (or  Secretary,  &c.). 


British  Company  Law 

PART  II 

BRIEF  DESCRIPTION  OF  COMPANIES 
AND  COMPANY  LAW^ 

The  whole  of  the  laws  affecting  Joint  Stock  Companies 
have  now  been  "codified"  (united)  into  one  Act,  called  the 
"Companies  (Consolidation)  Act,  1908,"  which  came  into 
force  on  April  1st,  1909,  and  which  has  been  slightly  amend- 
ed by  an  Act  of  1913.  This  uniform  Company  law  is  now 
referred  to  as  "The  Companies  Acts,  1908  to  1913." 

A  joint  stock  company  has  been  defined  to  be  "an  asso- 
ciation of  individuals,  for  the  purpose  of  trading  for  gain, 
possessing  a  common  capital,  contributed  by  the  members 
composing  it,  such  capital  being  commonly  divided  into 
shares,  of  which  each  member  possesses  one  or  more,  and 
which  are  transferable  b}--  the  owner." 

No  company  or  partnership  consisting  of  more  than  20 
persons  (for  banking  business  10),  may  legally  trade  for  gain 
unless  registered  either  under  the  Companies  Acts,  or  by  spe- 
cial Act  of  Parliament,  or  by  Letters  Patent  (Charter). 
Legally  formed  companies  may  be  divided  into  two  classes ; 
(a)  Those  not  formed  under  the  Companies  Acts  1862-1908, 
or  1908  to  1913,  and  (b)  Those  formed  under  the  Acts. 

The  companies  of  class  (a)  are  those  which  are  incor- 
porated (1)  by  Royal  Charter  (foreign  colonising  companies), 

(2)  by  special  Act  of  Parliament   (railway  companies,  &c), 

(3)  banking  companies  formed  under  Act  7,  George  IV.  C.46, 

(4)  cost-book  (co-operative)  mining  companies  (Devon  and 
Cornwall  only). 

The  commonest   form   of   company  is   that  of   class    (b), 
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formed  under  the  Companies  Acts  1862  to  1890  and  under  the 
revised  Acts  of  1908  to  1913.  These  companies  are  divided 
into  three  kinds,  namely :  ( 1 )  Limited  Liability  Companies 
(public  and  private),  with  capital  divided  into  shares;  (2) 
Companies  Limited  by  Guarantee;  and  (3)  Unlimited  Com- 
panies (these  last  need  not  divide  their  capital  into  shares). 

The  following  remarks  apply  generally  to  the  companies 
which  are  formed  under  the  Companies  Acts  1908  to  1913, 
which  are  practically  the  Acts  of  1862  to  1908  with  more 
severe  regulations. 


DIFFERENCES    BETWEEN    AMERICAN    AND 
BRITISH  COMPANIES 

The  following  differences  between  American  and  British 
terms,  as  regards  companies,  should  be  noted : 

I 
Corporation 

In  the  U.  S.  A.  this  means  an  incorporated  company  hav- 
ing capital  stock.  In  England  a  "corporation"  generally  means 
a  municipality,  such  as  the  Corporation  of  Manchester  or 
the  Corporation  of  the  City  of  London. 

Limited  Company 

In  England  this  is  the  name  given  to  a  corporation  having 
capital  stock,  with  the  liability  on  its  shares  limited  to  their 
par  value  or  price  of  issue.  All  such  companies  have  the 
word  "Limited"  as  the  last  word  in  the  firm  name. 

Stock 

As  referring  to  capital,  this  means  shares  of  capital  stock  in 
the  U.  S.  A.,  but  in  England  the  name  "Shares"  is  used  ex- 
clusively. "Stocks"  is  the  name  given  in  England  to  British 
Government  Bonds  or  to  fully  paid  shares  which  receive  a  low 
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permanent  dividend  [ chief y  guaranteed  stocks]  and  which  are 
transferable  in  multiples  of  ilO  or  ilOO. 

Bonds 

In  the  U.  S.  A.  this  means  certificates  for  loans  received 
by  a  company.  In  England  the  loan  certificates  w^ould  be 
called  "Debentures";  those  secured  by  mortgages  are  called 
"Mortgage  Debentures."  "Bonds"  is  the  name  given  to  cer- 
tificates to  bearer,  such  as  Mortgage  Debenture  Bonds.  All 
Bearer  Bonds  are  transferable  by  delivery,  no  writing  being 
required. 

Common  Stock 

In  the  U.  S.  A.  this  is  usually  water  and  not  represented 
by  assets  at  the  time  of  issue.  In  England  all  shares  must  be 
paid  for  in  cash  or  property.  Ordinary  shares  of  English  Com- 
panies are  not  like  American  common  stock  because  an  English 
Company  cannot  issue  shares  below  par  value  and  bonus  shares 
can  only  be  issued  as  a  distribution  of  accumulated  profits 
actually  made  by  trading. 

An  American  corporation  issues  "preferred"  and  "com- 
mon" stock ;  an  English  limited  company  issues  "prefer- 
ence" and  "ordinary"  shares. 

Preferred  Stock 

The  shares  called  "preferred"  shares  in  the  U.  S.  are 
called  "preference"  shares  in  England.  An  English  "pre- 
ferred" share  is  a  share  of  common  stock  of  a  railroad 
company,  having  a  preference  over  the  other  common 
stocks,  which  are  described  as  "deferred"  shares  or  stocks. 

President 

The  executive  head  of  an  American  corporation,  elected  by 
the  directors,  is  called  the  President.  In  England  the  elected 
head  of  the  board  of  directors  is  called  the  Chairman,  but  he 
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need  not  necessarily  be  the  manager.    The  chief  executive  of 
an  EngHsh  company  is  called  the  "Managing  Director." 

Charter 

For  an  American  corporation  this  means  the  certificate  of 
incorporation.  In  England  charters  are  only  granted  to  com- 
panies which  are  intended  to  use  governing  powers  over  uncivi- 
lized territories ;  for  example,  the  British  South  African 
Company.  The  charter  grants  to  the  company  part  of  the 
exceptional  powers  of  a  sovereign,  such  as  the  use  of 
armed  troops,  the  right  to  hold  courts  of  law  and  to  enforce 
their  decrees,  the  title  over  all  lands,  &c. 

Articles  of  Incorporation 

In  England  this  document  is  called  the  Memorandum  of 
Association. 

By-Laws 

The  English  name  is  "Articles  of  Association"  or  "The 
Articles." 

Lawyer 

In  England  there  are  two  classes  of  lawyers,  (1)  "solici- 
tors," who  do  general  legal  routine  work  and  who  may  plead 
in  the  lower  courts,  and  (2)  "barristers,"  who  give  legal  opin- 
ions and  plead  in  the  higher  courts.  A  barrister  is  forbidden 
to  deal  directly  with  the  public;  he  can  only  accept  cases 
through  a  solicitor. 

Stockholder 

The  English  name  is  "Shareholder"  or  "member  of  the 
company." 

Par  Value 

In  England  the  par  value  of  a  share  is  called  the  "nomi- 
nal value."    If  a  £10  share  is  issued  at  a  premium  of  £2, 
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its  nominal  value  is  £10,  but  the  subscriber  is  liable  to  pay 
£12  to  the  company.  English  shares  may  be  issued  at  a 
premium  but  not  at  a  discount.  "Assessments"  of  the  bal- 
ances payable  on  shares  not  fully  paid  are  termed  "calls" 
in  England. 

Winding-Up 

In  the  U.  S.  a  corporation  is  "dissolved"  by  "dissolution" 
proceedings.  In  England  a  limited  company  is  "wound 
up";  the  dissolution  proceedings  are  called  the  "winding- 
up"  or  the  "liquidation"  of  the  company  by  a  "liquidator." 


FORMATION  OF  BRITISH  LIMITED 
COMPANIES 

Subscription  for  Shares 

In  England  the  seven  subscribers  to  the  Memorandum  of  As- 
sociation of  a  public  company  usually  take  only  one  share  each. 
Then  the  company  issues  and  advertises  a  printed  prospec- 
tus, asking  the  public  to  apply  for  shares  and  to  send  cheques 
for  say  10%  of  the  par  value  with  their  "applications."  The 
Directors  then  hold  a  meeting  to  consider  the  applications  and 
to  "allot"  the  shares  applied  for.  The  directors  have  absolute 
power  to  allot  to  any  applicant  the  whole,  or  part,  or  none  of  the 
number  of  shares  requested.  Notice  is  sent  to  the  applicant  of 
the  quantity  of  shares  allotted  to  him  and  he  is  asked  to  pay  a 
further  instalment  of  the  price.  Usually  40%  is  payable  after 
allotment.  If  no  shares  are  to  be  issued  to  him  his  deposit, 
made  with  the  application,  is  repaid  by  cheque,  with  a  "letter 
of  regret"  accompanying  it  regretting  that  no  shares  could  be 
allotted  to  him. 

Existence  of  Company 

All  franchises  of  English  limited  companies  are  perpetual 
as  regards  trading  and  manufacturing  companies.    A  company 
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may  hold  uniimited  areas  of  land.    It  may  also  hold  shares  and 
bonds  of  other  limited  companies. 

Foreign  Companies 

These  have  the  same  rights  and  privileges  as  British  com- 
panies on  complying  with  the  special  regulations  affecting  them 
which  are  detailed  in  the  chapter  dealing  with  foreign  laws. 

Unregistered  Companies 

These  are  trading  and  other  companies,  which  ought  to  be 
registered  under  the  Companies  Act,  but  which  have  not  been. 
Their  members  have  all  the  liabilities  of  partners,  but  none  of 
their  rights.  Unregistered  companies  are  not  recognised  as 
"firms"  by  English  law.  They  put  themselves  outside  the  law 
through  neglecting  to  be  registered.  They  cannot  sue  for  debts 
owing  to  them,  but  every  member  is  liable  for  the  debts  of  the 
company.  They  cannot  be  wound  up  voluntarily,  only  compul- 
sorily,  through  the  Court. 

Incorporation 

Any  number  of  persons,  not  less  than  seven  (two  for  private 
companies),  may  form  themselves  into  a  "public  company"  and 
become  incorporated.  The  procedure  is  as  follows :  Seven 
persons  or  more  (two  persons  for  private  companies)  sign  a 
document  called  a  Memorandum  of  Association,  which  states, 
in  the  case  of  a  Limited  company,  (a)  the  name  of  the  com- 
pany, with  the  word  "Limited"  as  the  last  word  in  its  name; 
(b)  the  situation  of  the  Registered  Office  (in  England,  Ire- 
land, or  Scotland);  (c)  the  objects  for  which  the  company  is 
estabhshed;  (d)  that  the  liability  of  the  members  is  limited; 
(e)  the  amount  of  its  share  capital  and  the  number  and  value 
of  the  shares  into  which  it  is  divided.  The  persons  signing 
this  document  are  called  the  Subscribers  to  the  Memorandum 
of  Association ;  each  of  them  must  write  his  name  and,  oppo- 
site to  it,  the  number  of  shares  he  takes,  usually  one. 
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For  companies  "limited  by  Guarantee,"  which  require  little 
or  no  capital,  the  Memorandum  must  state  the  amount  which 
each  member  undertakes  to  contribute  for  payment  of  the 
company's  debts  and  liabilities,  &c.,  in  the  event  of  a  winding 
up.  The  guarantees  may  be  either  in  the  form  of  share  capital 
or  otherwise.  These  companies  must  adopt  special  Articles 
of  Association,  which  must  be  registered  with  the  Memorandum 
of  Association,  and  which  must  state  either  the  share  capital  or 
the  number  of  members.  They  are  chiefly  literary,  scientific, 
and  similar  societies.  The  Board  of  Trade  may  allow  them 
to  have  limited  liability  without  adding  the  word  "limited"  to 
the  name  of  the  company. 

No  company  must  include  the  words  "royal"  or  "imperial" 
in  its  title  without  the  special  written  permission  of  the  Secre- 
tary of  State. 

The  use  of  the  word  "Anzac"  for  any  business  purpose  is 
forbidden  by  law ;  it  is  reserved  as  the  nan^e  of  the  Austral- 
ian and  New  Zealand  forces  in  the  late  war. 

The  word  "limited"  must  be  the  last  word  in  the  name  of 
a  limited  company  on  all  stationery;  there  are  heavy  penalties 
for  omitting  it. 

For  Unlimited  Companies  the  word  "limited"  in  the  com- 
pany's title  and  the  declaration  of  limited  liability  in  the  Memo- 
randum would  be  omitted. 

The  Memorandum  is  in  reality  the  Charter  of  the  Company ; 
it  defines  and  limits  its  powers  and  cannot  afterwards  be 
altered  except  by  consent  of  a  court  of  law.  The  usual  altera- 
tions which  are  permitted  in  the  Memorandum  are  the  follow- 
ing: (1)  To  change  the  name  of  the  company;  (2)  to  enlarge 
its  area  of  operations;  (3)  to  change  the  place  of  carrying  on 
its  business;  (4)  to  take  up  additional  or  new  business;  (5) 
to  restrict  or  to  abandon  any  part  of  its  operations. 

Another  document  called  The  Articles  of  Association 
(which  may  be  altered  afterwards  by  resolutions  of  the  mem- 
bers) is  usually  signed,  at  the  same  time,  by  the  subscribers  to 
the  Memorandum.     This  document  is  optional  for  public  lim- 
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ited  companies,  but  it  is  compulsory  for  private  companies  and 
for  unlimited  and  guarantee  companies.  The  Companies  (  Con- 
solidation) Act,  1908,  contains  articles,  called  the  "Table  A," 
which  apply  to  all  limited  companies  not  having  special  Articles. 
The  Articles,  vv^hich  are  the  rules  for  the  management  of  the 
company's  internal  affairs,  relate  to  directors,  their  rights  and 
duties,  the  shareholders'  rights  and  liabilities,  winding-up,  &c. 
If  special  Articles  are  adopted,  they  must  be  printed;  a  copy 
may  be  demanded  by  any  member.  For  any  matters  not  men- 
tioned in  the  Special  Articles  of  the  company,  the  articles  of 
Table  A  apply.  A  private  company  must  have  special  articles 
for  restricting  the  number  of  its  members  to  50,  for  restricting 
transfers  of  shares,  and  for  forbidding  invitations  to  the  public 
to  subscribe  for  shares  or  debentures. 

The  printed  Memorandum  of  Association  and  the  Articles, 
with  the  necessary  fees,  are  forwarded  to  the  companies'  regis- 
tration office  at  London,  Edinburgh,  or  Dublin,  according  to 
whether  the  company's  registered  office  is  in  England,  Scotland, 
or  Ireland  respectively. 

All  the  signatures  to  the  Memorandum  of  Association,  and 
to  the  Articles,  must  be  witnessed;  both  documents  must  be 
executed  as  deeds  and  stamped  with  ten-shilling  revenue  stamps. 

If  found  in  order  and  properly  executed,  the  Registrar  of 
Joint  Stock  Companies  will  issue  a  Certificate  of  Incorporation, 
certifying  that  the  company  has  been  duly  incorporated,  and, 
also,  in  the  case  of  a  limited  company,  stating  that  the  company 
is  "limited."  This  certificate  is  conclusive  evidence  that  the 
formalities  of  registration  have  been  complied  with,  and  that 
the  company  has  been  duly  registered. 

The  incorporation  of  the  company  takes  effect  from  the  date 
of  the  issue  of  the  certificate. 

The  company  then  becomes  a  distinct  body,  apart  from  the 
members  composing  it ;  it  can  issue  prospectuses  offering  shares 
and  debentures  for  subscription,  can  allot  shares,  &c.,  and  can 
sue  and  be  sued  in  its  own  name. 
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To  "allot"  a  share  is  to  issue  it,  that  is  to  accept  an 
offer  of  subscription. 

The  subscribers  "apply"  for  shares  and  the  directors 
"make  an  allotment"  by  accepting  the  subscriptions,  either 
in  full  or  partially. 

A  public  company  which  does  not  issue  a  prospectus  at  the 
time  of  its  formation  must  not  allot  any  of  its  shares  or  deben- 
tures until  after  it  has  filed  a  "statement  in  lieu  of  a  prospectus," 
containing  similar  details  to  a  prospectus,  signed  by  every  di- 
rector or  proposed  director. 

Commencing  Business 

No  public  company  (one  which  offers  shares  to  the  public), 
may  commence  business  until  (1)  not  less  than  5  per  cent  of 
the  nominal  value  of  the  capital  has  been  subscribed,  and  the 
application  money  received,  and  shares  have  been  allotted  equal 
to  the  amount  fixed  by  the  memorandum  or  articles  and  named 
in  the  prospectus  (if  any)  as  the  "minimum  cash  subscription," 
or  where  no  minimum  is  stated,  until  the  whole  capital  has  been 
subscribed  and  allotted  and  the  application  money  received ;  and 
(2)  the  directors  have  taken  up  their  shares  and  paid  the  sums 
due  on  application  and  allotment;  and  (3)  the  company  has  filed 
with  the  Registrar  of  Joint  Stock  Companies  a  declaration  that 
(1)  and  (2)  have  been  done.  This  declaration  must  be  made  by 
a  lawyer  (called  a  "solicitor")  taking  part  in  the  formation 
of  the  company,  or  by  a  secretary  or  director  who  has  been 
appointed  by  the  articles. 

If  the  required  amount  of  the  minimum  subscription  is  not 
received  within  40  days  from  the  first  issue  of  the  prospectus, 
the  subscriptions  must  be  returned,  otherwise  each  and  all  of 
the  directors  are  liable  for  the  repayment,  with  5  per  cent  per 
annum  interest  after  the  48th  day. 

No  private  company  (see  description  on  page406),  may  com- 
mence business  until  the  directors  have  taken  up  their  shares 
which  are  payable  in  cash,  and  paid  the  application  and  allot- 
ment sums  due  on  them.  No  prospectus,  or  "statement  in  lieu 
of  a  prospectus,"  is  required  to  be  filed  by  private  companies. 
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On  the  requirements  named  having  been  complied  with,  by  a 
public  or  a  private  company,  the  Registrar  issues  a  certificate 
that  the  company  is  entitled  to  commence  business. 

Statutory  Meeting  (Organization  Meeting) 

Every  limited  company,  whether  a  private  or  a  public  com- 
pany, must,  within  one  and  three  months  after  the  date  it  is  en- 
titled to  commence  business,  hold  a  Statutory  Meeting  to  con- 
sider the  Statutory  Report,  certified  by  at  least  two  of  the 
directors  or  by  the  sole  director  and  manager,  and  by  the  audi- 
tors, showing  particulars  of  directors,  auditors,  managers,  sec- 
retary, the  particulars  of  any  contracts  to  be  altered,  and  full 
details  of  all  shares  allotted,  stating  the  consideration  for  same, 
the  cash  receipts  from  shares  and  debentures  and  the  payments 
made  from  such  receipts,  the  balance  of  cash  on  hand,  and  an 
account  or  estimate  of  the  "preliminary  expenses"  of  the  com- 
pany. 

Public  companies  must  promptly  register  the  Statutory  Re- 
port, of  which  a  copy  must  be  sent  to  every  shareholder  at 
least  seven  days  before  the  Statutory  Meeting.  At  such  meet- 
ing a  full  list  of  the  members  of  the  company,  showing  the 
shares  they  hold,  must  be  laid  on  the  table  by  the  directors. 
Any  member  may  examine  it  and  may  discuss  any  matter  con- 
nected with  the  formation  of  the  company  or  the  report. 
Notice  of  any  resolution  respecting  these  matters  may  be  given, 
and  the  meeting  may  be  postponed  to  allow  of  passing  such 
resolution  at  the  next  meeting. 

Default  in  holding  the  meeting,  or  in  filing  the  Statutory 
Report,  renders  the  company  liable  to  be  wound  up,  on  the  ap- 
plication of  any  shareholder,  (Private  companies  need  not 
send  to  members,  or  "file,"  a  report  but  the  meeting  must  be 
held.) 

Foreign  Companies 

A  company  which  has  been  incorporated  abroad  (in- 
cluding the  U.  S.  A.),  and  which  intends  to  carry  on  busi- 
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ness  in  Great  Britain,  must  file  the  following  statements 
with  the  Registrar  of  Joint  Stock  Companies : — 

(1)  A  copy  of  its  charter  or  articles  of  incorporation  and  of 
the  by-laws. 

(2)  A  list  of  directors  with  their  addresses, 

(3)  The  name  and  address  of  a  person  on  whom  process 
may  be  served  on  behalf  of  the  company. 

(4)  An  annual  summary  containing  the  following  particu- 
lars : 

a.   Names  and  addresses  of  the  present  stockholders, 
b     Amount  of  the  total  authorized  capital  stock  and 

the  quantity  and  par  values  of  the  shares  into  which 

it  is  divided. 

c.  The  number  of  shares  subscribed  since  the  incor- 
poration of  the  company. 

d.  The  amounts  required  to  be  paid  on  each  share. 

e.  The  total  amounts  received  for  subscriptions  of 
capital  stock,  amount  unpaid,  and  the  number  and 
amounts  of  forfeited  shares. 

f.  The  amounts  of  commissions  paid  for  underwriting 
shares  and  bonds. 

g.  The  quantity  of  share  certificates  to  bearer  and  the 
total  of  shares  they  represent. 

h.  A  list  of  the  names  and  addresses  of  the  directors 

of  the  company, 
i.    The  total  amount  of  the  debts  secured  by  the  issue 

of  mortgages  or  charges  or  by  the  issue  of  mortgage 

bonds, 
j.    A  balance  sheet  showing  the  capital  stock  and  all 

assets  and  liabilities. 
k.   Where    any    of    the    directors    have    changed    their 

names  recently,  details  of  their  present  names  and 

nationality  and  their  former  names. 

After  the  filing  of  the  above  particulars,  an  American  or 
other  foreign  company  has  full  liberty  to  trade  in  the  United 
Kinsfdom. 
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A  foreign  company  which  does  not  carry  on  business 
in  the  U.  K.  may  sue  in  the  British  courts  without  having 
to  register  as  above  stated. 

A  foreign  company  whose  affairs  are  managed  from 
England  may  be  wound  up  (dissolved)  by  the  British 
courts.  If  the  head  office  is  abroad,  the  British  courts 
have  no  power  to  dissolve  the  corporation. 

There  are  no  annual  franchise  taxes,  and  no  annual  capi- 
tal stock  taxes,  but  a  foreign  company  is  liable  for  income 
tax  on  the  profits  earned  from  the  business  carried  on  in  the 
United  Kingdom  only. 


SHARES 


There  are  no  legal  limitations  of  the  par  value  of  shares. 
They  are  usually  £1  each  ($4.87)  but  they  may  be  as  low  as  a 
farthing  (half  cent)  or  as  high  as  £1,000  each  ($4,870)  pro- 
vided the  authorised  capital  is  not  exceeded.  The  capital  of  a 
limited  company  is  divided  into  shares  of  a  fixed  amount ;  the 
subscribers  to  the  Memorandum  being  the  first  "members," 
(shareholders).  Others  may  become  members  by  applying  for 
shares  and  having  them  allotted  by  the  directors.  The  shares 
are  usually  paid  for  by  instalments.  A  usual  requirement  is 
that  a  certain  amount  per  share  shall  be  forwarded  with  the 
"application,"  another  portion  is  payable  "on  allotment,"  and 
further  portions  (termed  "calls")  are  due  at  intervals,  as 
"called-up"  (demanded).  These  calls  are  "speciality  debts"  in 
England  and  Ireland.  If  sued  for,  it  is  only  necessary  to  prove 
that  the  call  has  been  legally  made,  and  that  the  person  named 
is  a  member,  in  order  to  obtain  judgment  at  any  time  within 
20  years. 

By  special  resolution  a  company  may  declare  that  unpaid 
calls  shall  not  be  liable  to  be  called  up  except  for  winding-up 
(dissolution). 

Share  certificates  must  be  issued  by  the  company  within 
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two  months  after  any  allotment  or  of  any  transfer.  The  certifi- 
cates show  the  number  of  shares  held  by  the  members  in  whose 
names  they  are  issued.  Shares  may  be  transferred,  by  sale  or 
otherwise,  to  other  persons,  who  then  become  members  by  the 
transferred  shares  being  registered  in  their  names  in  the  com- 
pany's books.  Entry  of  the  name  of  a  shareholder  on  the 
share  register  is  the  legal  proof  of  ownership  of  registered 
shares.  Directors  have  power  to  refuse  transfer  of  shares 
which  are  not  fully  paid. 

Preference  Shares 

A  company  may  take  power,  by  its  Memorandum  and  Ar- 
ticles of  Association,  to  issue  shares  of  different  classes,  such 
as  Preference  and  Ordinary  shares.  It  may  also,  by  re-organ- 
ising its  capital,  or  by  altering  the  rights  of  any  class  of  share- 
holders, make  new  issues  of  shares  having  "preferential  rights," 
that  is,  first  right  to  receive  dividends.  This  may  be  done  by  a 
special  resolution,  passed  by  a  majority  of  the  shareholders 
whose  interests  are  afifected,  and  representing  three-fourths  of 
the  shares  of  that  class.  The  special  resolution  requires  con- 
firmation at  a  later  meeting,  and  also  the  consent  of  the  Court. 
Any  minority  of  shareholders  may  appear  before  the  court, 
which  will  protect  their  interests. 

Bearer  Warrants — Share  Certificates  to  Bearer 

If  the  Articles  of  the  company  authorise  the  issue  of  "Bearer 
warrants"  (share  warrants  to  bearer)  they  may  be  issued,  with 
interest  coupons,  at  any  time  the  directors  think  fit,  but  only  in 
case  the  shares  are  fully  paid  up.  The  share  warrants  may  be 
surrendered  by  any  holder  and  the  issue  of  a  registered 
certificate  demanded. 

If  a  company  has  not  taken  power  by  its  Articles  for  the 
issue  of  bearer  warrants,  it  may  adopt  a  special  resolution  giv- 
ing it  that  power.  Bearer  warrants  cannot  be  taken  into  ac- 
count as  forming  any  part  of  the  qualification  of  a  director. 
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Unlimited   Liability 

In  unlimited  companies  each  and  every  member  is  "jointly 
and  severally"  (separately)  liable  to  creditors  for  payment  of 
the  whole  of  the  company's  debts.  Unlimited  companies  must 
adopt  Special  Articles  of  Association,  and  register  them  with 
the  Memorandum  of  Association.  Such  companies  are 
now  uncommon. 

These  companies  may  afterwards  register  as  limited  com- 
panies, but  the  limited  liability  would  not  apply  to  debts  con- 
tracted before  the  registration  as  a  limited  company. 

Limited  Liability 

This  is  obtained  (1)  by  stating  in  the  Memorandum  of  As- 
sociation that  the  liability  of  the  members  is  limited  to  the 
amount  of  their  shares,  and  (2)  by  adding  the  word  "Limited" 
to  the  name  of  the  company.  No  member  is  liable  for  more 
than  the  paid  up  amount  (the  "nominal"  or  full  amount)  of 
his  shares  together  with  any  premium.  Thus,  a  shareholder 
holding  several  ilO  shares,  on  which  £5  each  has  been  paid,  is 
liable  to  pay  a  further  £5  on  each,  and  no  more,  whether  or 
not  this  is  sufficient  to  pay  in  full  the  d^bts  of  the  company. 

(The  words  "&  Co."  or  "Company"  added  to  a  trading 
name  have  no  legal  meaning,  anyone  may  use  them,  but  firms 
or  sole  traders  using  the  word  "limited"  in  their  trading  title, 
without  being  registered  as  limited  liability  companies,  are 
liable  to  a  penalty  of  £5  per  day  for  every  day  the  title  is  used.) 

Private  Companies 

As  only  two  members  are  required  to  form  a  private  lim- 
ited company,  partnerships  are  often  turned  into  limited  com- 
panies to  secure  the  advantages  of  limited  liability. 

Any  two  or  more  persons  may  form  a  "Private  Company" 
with  limited  liability.  The  Articles  of  the  company  must  (1) 
restrict  the  right  to  transfer  its  shares;  (2)  limit  the  number 
of  its  members  (exclusive  of  persons  who  are  or  have  been  in 
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the  employment  of  the  company)  to  50  at  most;  and  (3)  pro- 
hibit any  invitation  to  the  pubHc  to  subscribe  for  any  shares 
or  debentures  of  the  company.  If  it  fails  to  comply  with  all 
of  these  regulations  it  ceases  to  be  entitled  to  the  privileges  of 
a  private  company. 

Such  a  private  company  may,  at  any  time,  by  passing  a 
special  resolution,  decide  to  turn  itself  into  a  "Public  Com- 
pany"; "it  must  then  file  a  statement  in  lieu  of  a  prospec- 
tus" and  make  the  declaration  which  is  required  from  pub- 
lic companies  before  they  commence  business. 

Advantages  of  Private  Companies 

Private  companies  are  not  required  to  file  a  "statement  in 
lieu  of  a  prospectus,"  nor  to  file  a  report  of  their  statutory 
meeting.  No  Balance  Sheet  is  required  to  be  filed  with  their 
Annual  Summary,  and  debenture  holders  and  preference  share- 
holders may  be  restricted  from  seeing  it ;  therefore  the  financial 
afifairs  of  the  company  are  not  published  in  any  way,  while 
the  partners  relieve  themselves  of  the  great  risk  of  partner- 
ship, namely,  that  the  whole  of  the  private  property  of  each 
and  every  partner  may  be  taken  and  sold  to  pay  the  partner- 
ship debts. 

Further  advantages  over  partnerships,  besides  the  limited 
liability,  are,  the  ease  with  which  shares  in  a  business  may  be 
transferred  in  the  family,  or  sold ;  extra  capital  may  be  ob- 
tained by  issuing  shares  or  debentures  and  security  can  be  given 
by  the  company  for  repayment  of  loans,  made  by  directors  or 
large  shareholders;  managers  and  others  may  share  in  profits 
without  becoming  partners ;  the  death  of  any  shareholder  does 
not  involve  the  sale  of  the  business,  and  a  managing  committee 
can  be  formed  from  the  Board  of  Directors,  with  such  limited 
powers  as  the  Board  approve. 

Liability  of  Members  of  Limited  Companies 

A  limited  company  only,  and  not  its  members,  may  be  sued 
for  the  company's  debts.     If  the  company  is  unable  to  pay. 
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proceedings  must  be  taken  for  its  "winding-up,"  that  is,  for 
the  turning  into  cash  of  all  its  property  and  the  collection  of 
debts  (including  the  amounts  still  unpaid  on  the  shares  issued), 
in  order  to  pay  its  creditors. 

Profits 

No  dividends  may  be  paid,  except  out  of  profits  "earned. 
Where  there  are  both  preference  and  ordinary  shares,  the  pref- 
erence first  receive  a  dividend  to  a  certain  fixed  amount,  the 
balance,  if  any,  being  available  for  division  amongst  the  ordi- 
nary shareholders. 

Deferred  Shares 

Are  only  entitled  to  receive  dividends  after  the  preference 
and  ordinary  shares  have  each  received  dividends  at  certain 
fixed  rates. 

Cumulative  Preference  Shares 

Are  those  which  have  the  right  to  receive  any  unpaid  divi- 
dends of  past  years,  out  of  the  profits  of  later  years,  before  any 
dividends  can  be  paid  on  the  ordinary  shares.  Unless  otherwise 
stated  on  the  share  certificate,  or  in  the  Articles  of  Association, 
all  preference  shares  have  a  right  to  cumulative  preference  for 
dividends. 

Books 

Accounts  must  be  kept  of  the  company's  stock-in-trade, 
(goods  and  materials  intended  for  sale),  of  all  sums  received 
or  paid,  and  of  the  debts  and  liabilities  and  capital  of  the  com- 
pany. A  statement  of  profit  and  loss  must  be  laid  before  the 
general  meeting  of  the  company,  at  least  once  yearly. 

A  Balance  Sheet 

Must  also  be  prepared  each  year,  and  it  must  be  certified 
by  a  professional  auditor  (a  public  accountant),  and  signed  by 
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two  of  the  directors,  for  public  companies.  It  must  be  filed  with 
the  Registrar  of  Companies,  together  with  the  Annual  Sum- 
mary ;  copies  are  sent  to  each  member  at  least  seven  days  before 
the  Annual  General  Meeting.  Every  holder  of  preference  shares 
and  debentures  must  also  be  supplied  with  copies  of  the 
annual  accounts  and  balance  sheet  and  of  the  auditor's  reports. 
Public  companies  must  also  keep  a  register  of  members  (also, 
if  necessary,  a  colonial  register  of  members),  a  register  of 
directors,  register  of  mortgages,  register  of  transfers  (of 
shares,  &c.),  minute  books  for  recording  business  done  at 
meetings  of  directors  and  shareholders,  and  the  usual  books 
of  account. 

Annual  Returns 

All  companies  must  "file"  (which  means  send  to  the  Regis- 
trar of  Joint  Stock  Companies),  an  Annual  Summary  con- 
taining a  detailed  statement  of  its  share  capital,  a  list  of  its 
members  and  their  holdings  in  shares,  a  list  of  its  directors,  and 
the  amounts  of  any  mortgages  on  its  properties,  &c.  All  com- 
panies, except  private  companies,  must  include  in  the  Annual 
Summary  a  copy  of  their  Balance  Sheet,  certified  by  the  com- 
pany's auditors. 

Winding-Up 

A  company  may  be  wound  up  or  dissolved  (a)  Compulsorily 
by  the  Court;  (b)  Voluntarily,  by  resolution  of  the  share- 
holders; (c)  Voluntarily  but  "Subject  to  Supervision"  (by 
the  Court). 

(a)  Compulsory  Liquidation.  This  takes  place  (1)  when 
the  members  have  passed  a  special  resolution  requiring  a  wind- 
ing-up by  the  Chancery  Division  of  the  High  Court,  or  other 
Court;  (2)  when  default  is  made  in  filing  (registering)  the 
Statutory  Report  or  in  holding  the  Statutory  Meeting;  (3) 
when  the  company  does  not  commence  business  within  a  year 
from  incorporation  or  ceases  business  for  a  full  year ;  (4) 
when  its  members  are  less  than  seven  (for  a  public  company)  ; 
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(6)  when  the  Court  thinks  it  just  and  equitable  that  it  should 
be  wound  up. 

The  person  appointed  by  the  Court  to  realise  the  assets  of 
the  company  and  pay  its  debts,  is  called  the  Official  Liquidator. 

The  usual  reasons  for  winding-up  are  that  the  company  is 
unable  to  pay  its  creditors,  or  unable  to  earn  profits.  Imme- 
diately the  winding-up  commences  the  shareholders  are  liable 
to  pay  up  any  balances  unpaid  on  their  shares.  Unless  an  ar- 
rangement for  a  composition  is  made  with  the  creditors,  all  the 
assets  of  the  company  are  realized,  and  the  proceeds,  together 
with  any  balances  paid-up  on  the  shares  are  divided  "pro  rata" 
(in  proper  proportions)  amongst  the  creditors.  Any  surplus 
remaining,  after  paying  all  creditors'  claims  in  full,  and  the 
expenses  of  liquidation,  would  be  divided  amongst  the  share- 
holders in  proportion  to  the  number  of  shares  they  each  hold. 
Preference  shareholders  usually  have  the  right  to  be  repaid 
their  capital  in  full,  from  such  surpluses,  before  the  ordinary 
shareholders.  Mortgage  debentures  must  be  repaid,  with  in- 
terest, before  any  claims  of  trade  creditors  or  shareholders. 

(For  further  details  see  the  section  headed  "Deben- 
tures," &c.) 

(b)  Voluntary  Liquidation.  The  members  of  the  com- 
pany may  by  resolution,  authorize  a  voluntary  winding-up, 
and  may  also  appoint  a  Voluntary  Liquidator,  who  has  al- 
most all  the  powers  of  an  Official  Liquidator.  He  may 
make  an  arrangement  with  the  creditors  for  payment  by  the 
company  of  a  composition  (a  fixed  proportion  of  its  debts) 
in  settlement,  and  with  this  object  he  may,  by  consent  of 
the  shareholders,  carry  on  the  business,  so  as  to  save  the 
capital  of  the  company. 

(c)  Liquidation  Under  Supervision.  The  Court  may 
order  a  voluntary  winding-up  to  be  continued  under  its  su- 
pervision, the  advantage  of  which  is  that  its  assistance  can 
be  obtained,  if  required,  to  enforce  the  authority  of  the 
Voluntary  Liquidator  as  regards  the  realization  of  the 
company's  property  and  its  equitable  distribution. 
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The  compulsory  winding-up  of  companies  is  under  the  con- 
trol of  the  Board  of  Trade,  and  the  procedure  for  (a)  and  (c) 
is  somewhat  similar  to  that  of  bankruptcy,  while  voluntary 
liquidations  are  under  the  management  of  the  shareholders  and 
the  creditors,  whose  instructions  the  Liquidator  follows. 

Compulsory  Annual  Audit  of  Accounts 

By  the  law  of  1908  every  public  limited  company  must  have 
its  accounts  audited  each  year  by  a  public  accountant.  He  must 
make  a  report  to  the  shareholders  on  the  accounts  and  on  the 
balance  sheet ;  his  report  with  the  balance  sheet  must  be  pro- 
duced for  inspection  at  the  annual  general  meeting  of  share- 
holders. In  practice,  the  accounts  and  balance  sheet  and  audi- 
tor's report  are  printed  and  copies  are  sent  to  each  shareholder 
and  debenture  holder  with  the  notices  announcing  the  annual 
meeting.  The  first  auditor  is  usually  appointed  by  the  directors 
or  the  first  subscribers  for  s'hares.  Afterwards  the  auditor  must 
be  elected  annually  and  his  fee  fixed  by  shareholders  at  the 
annual  meeting;  no  director  or  officer  may  act  as  auditor;  only 
public  accountants  may  be  appointed.  If  no  auditor  is  appointed 
the  Board  of  Trade  will  appoint  one  and  fix  his  fee,  on  the  ap- 
plication of  any  shareholder.  Fourteen  days'  notice  must  be 
given  by  any  shareholder  nominating  an  auditor  for  election  at 
the  annual  meeting  to  replace  the  retiring  auditor  eligible  for 
re-election.  An  auditor  has  the  right  to  examine  at  all  times 
the  books,  accounts  and  vouchers  of  the  company;  he  is  entitled 
to  require  from  all  directors  and  officers  such  explanations  and 
information  as  he  considers  necessary  for  performing  his 
duties.  The  auditor  must  make  a  report  to  the  shareholders; 
he  must  also  state  definitely  ( 1 )  whether  or  not  he  has  obtained 
all  the  explanations  and  information  he  required  and  (2) 
whether,  in  his  opinion,  the  balance  sheet  is  properly  drawn  up 
so  as  to  give  a  true  and  correct  view  of  the  state  of  the  com- 
pany's afifairs  as  disclosed  by  the  hooks  of  account  and  by  the 
information  and  explanations  given. 

If  the  accounts  and  balance  sheet  are  satisfactory  to  the 
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auditor  he  makes  only  a  short  report,  which  is  printed  at  the 
foot  of  the  balance  sheet  over  his  name.  Otherwise  he  signs 
the  balance  sheet  and  states  that  his  objections  to  it  are  stated 
in  a  separate  report;  the  directors  must  have  this  read  to  the 
shareholders  at  the  annual  meeting. 

At  least  two  of  the  directors  must  also  sign  the  balance 
sheet  and  a  certified  copy  must  be  filed  for  public  inspection 
at  the  Registry  of  Joint  Stock  Companies. 

In  practice,  the  auditor  insists  on  the  final  accounts  and 
balance  sheets  being  prepared  in  the  way  he  requires  or  he 
settles  their  form  and  details. 

He  may  require  provision  to  be  made  for  depreciation 
or  anticipated  losses.  His  duty  is  to  see  that  the  final  accounts 
are  drawn  on  a  safe  and  sound  basis. 

Should  any  loss  occur  to  creditors  or  shareholders  through 
his  failure  to  detect  irregularities  or  fraud  by  directors  or 
employees,  or  through  failure  to  refuse  to  sign  incorrect 
accounts  or  balance  sheets,  he  may  be  sued  for  recovery  of 
such  loss. 

The  results  of  the  compulsory  audit  o.f  the  accounts  of  public 
limited  companies  are  (1)  the  annual  accounts  and  balance 
sheets  show  the  actual  financial  positions  of  the  companies, 
after  proper  reserves  and  depreciations  have  been  made  ;  (2) 
dishonest  directors  and  officers  are  held  in  check ;  (3)  irreg- 
ularities and  fraud  are  promptly  reported  to  the  sharehold- 
ers ;  (4)  the  accounting  of  the  company  is  made  efficient, 
and  (5)  sound  financing  is  made  the  rule. 

Dividends 

No  dividends  may  be  paid  except  from  profits  actually 
earned.  The  directors  recommend  the  rate  of  dividend  for 
approval  by  the  shareholders  at  the  annual  meeting.  The 
shareholders  may  refuse  to  authorize  payment  of  any  divi- 
dend or  they  may  reduce  the  amount,  but  they  cannot  in- 
crease it.  All  dividends  are  calculated  on  the  amounts  paid 
on  the  shares  unless  otherwise  specially  authorized  by  the 
Articles  of  Association, 


a 


COMPANY    LAW— PART     II.  451 

Income  Tax 

The  company  pays  income  tax  on  the  whole  of  its  net 
profits,  and  it  is  usual  to  deduct  the  proportion  of  this  tax 
from  the  dividend  of  each  shareholder.  Or,  the  company  may 
bear  the  whole  expense  and  pay  the  dividend  in  full,  without 
any  deduction.  It  would  then  be  said  to  be  paid  "free  of 
income  tax."  This  subject  of  income  tax  is  referred  to  in 
another  chapter. 


DEBENTURES  (BONDS) 

A  debenture  (bond)  is  the  document  issued  by  a  company, 
and  bearing  its  seal,  by  which  the  company  acknowledges  its 
liability  for  a  loan,  and  promises  to  repay  the  principal  either  at 
a  certain  fixed  date  or  after  notice,  and  until  such  repayment  to 
pay  interest  yearly  or  half-yearly  at  a  stated  rate.  The  deben- 
ture usully  gives  security  for  the  repayment  of  the  loan  by 
pledging  either  certain  named  assets  of  the  company  or  the 
whole  of  its  property.  Debentures  giving  such  security  are 
called  Mortgage  Debentures.  If  no  security  is  given,  it  is 
called  a  "simple  debenture,"  or  a  "naked  debenture." 

As  an  additional  security  large  issues  of  debentures  are 
secured  by  the  land  and  buildings  of  the  company  being  trans- 
ferred to  a  trustee  for  the  debenture  holders,  by  a  trust  deed, 
which  also  entitles  the  trustees  to  take  possession  of  all  the 
other  properties  of  the  company  in  the  event  of  their  being 
in  danger  of  seizure  by  other  creditors  of  the  company. 

The  other  pro]>erties  named  (being  such  as  cash  balances, 
stocks  of  goods,  and  book  debts)  are  continually  changing, 
and  as  it  is  necessary  that  the  working  of  the  company  should 
not  be  interfered  with,  these  are  not  transferred  to  the  trustee, 
but  the  debenture  holders  are  given  what  is  called  a  "Floating 
Charge"  or  mortgage  over  them.  Wlien  it  is  necessary  to 
enforce  repayment  of  the  debentures,  the  debenture  holders 
or  their  trustee  may  apply  to  the  Court  for  power  to  take  such 
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property,  and  the  Court  then  authorizes  a  Receiver  to  take 
possession  of  such  property  as  it  stands,  and  to  hold  it  until 
repayment  by  the  company,  or  to  realize  it  on  behalf  of  the 
debenture  holders.  Where  there  is  a  trustee  appointed  for  the 
debenture  holders,  the  trust  deed  actually  transfers  to  him 
the  fixed  assets  of  the  company  such  as  land  and  buildings, 
although  the  company  is  allowed  the  use  of  them;  in  the 
event  of  default  in  repayment  of  the  loans  or  interests,  or  if 
the  company  becomes  insolvent,  the  trustee  has  the  legal  pos- 
session of  the  fixed  assets,  and  he  also  acts  on  behalf  of  the 
general  body  of  debenture  holders  by  having  a  Receiver  ap- 
pointed of  the  loose  assets.  To  give  him  this  power  "Cov- 
ering Debentures"  are  issued  to  him  for  the  total  amount 
of  the  separate  debentures  held  by  individual  debenture 
holders.  Thus  there  are  debentures  issued  for  double  the 
amount  of  the  loans,  but  with  the  provision  that  payment 
of  the  principal  and  interest  on  either  of  the  debentures  will 
discharge  both  of  them.  The  use  and  the  registration  of 
debentures  are  explained  elsewhere. 

Registered  Debentures 

Are  issued  to  individual  holders  by  name,  and  are  registered 
in  the  books  of  the  company.  They  are  transferable  by  transfer 
deeds  (like  share  transfers)  which  require  registration  by  the 
company.     Duties  are  payable  on  such  transfers. 

Debentures  to  Bearer 

Are  stated  to  be  payable  to  the  "Bearer."  They  are  trans- 
ferable by  delivery  from  hand  to  hand,  no  written  transfer 
being  required.  As  no  duty  is  payable  on  the  transfers,  the 
debenture  itself  must  be  stamped  to  the  amount  of  three  times 
the  duty  which  would  be  payable  on  a  transfer  by  deed. 

Redeemable  Debentures 

Are  repayable  at  certain  dates,  either  (1)  at  fixed  dates 
named   in   the   debenture,   or    (2)    after  notice  given   by   the 
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company  or  the  holder,  or  (3)  on  the  number  of  the  debenture 
being  "drawn"  for  repayment. 

Irredeemable  Debentures 

Are  repayable  only  (1)  on  the  interest  falling  into  arrear, 
(2)  on  breach  of  some  of  the  conditions  of  the  debenture  by 
the  company,   (3)   on  the  company  being  wound  up. 

All  trading  companies  have  power  to  borrow  and,  unless 
the  Articles  of  Association  Hmit  such  borrowing,  the  company 
may  borrow  to  any  extent,  even  far  beyond  the  amount  of  its 
share  capital. 

A  debenture  holder  with  a  "floating  charge"  on  the  com- 
pany's assets  has  the  right  to  sue  for  repayment  of  the  principal 
and  interest  of  his  debenture,  to  apply  to  the  Court  for  the 
appointment  of  a  Receiver  on  behalf  of  all  the  holders  of 
debentures,  to  present  a  petition  for  the  winding-up  of  the 
company,  and  to  prove  his  claim  for  repayment  in  the  winding- 
up  in  priority  to  the  ordinary  creditors. 

Terms  of  Issue  of  Debentures 

The  law  does  not  restrict  the  right  of  a  company  to  issue 
debentures  at  any  price  it  may  think  fit,  leaving  this  to  be  a 
matter  of  bargaining  between  the  borrower  and  the  lender. 
The  debentures  may,  therefore,  be  issued  at  their  nominal 
value  (face  value)  or  at  a  discount,  or  at  a  premium,  and  at 
any  rate  of  interest. 

Repayment 

The  company  may  agree  either  (a)  that  repayment  may 
be  made  at  a  premmm  at  a  fixed  date,  or  (b)  that  repayment 
shall  be  made  at  nominal  value  at  a  stated  date,  or  (c)  at  a 
premium  if  the  company  desires  to  repay  before  that  stated 
date.  In  default  of  such  conditions  bein^j  stated,  the  deben- 
tures are  repayable  at  par,  even  though  issued  at  a  discount 
or  at  a  premium. 
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Registration  of  Mortgages 

Every  mortgage  by  a  limited  company  of  its  land,  build- 
ings, stocks  of  goods  or  materials,  accounts  receivable,  or  un- 
paid portions  of  share  capital,  must  be  registered  v^^ith  the 
Registrar  of  Joint  Stock  Companies  within  21  days  after  the 
mortgage  or  charge  is  created.  Failure  to  register  makes  the 
mortgage  void  as  against  creditors,  in  other  words,  the  debt 
would  still  be  owing  but  it  would  be  unsecured. 

The  creating  of  mortgages  usually  arises  from  the  issue 
of  mortgage  debentures  pledging  the  property  of  the  com- 
pany as  security  for  repayment.  If  the  mortgage  applies  to 
permanent  assets,  such  as  land  and  buildings,  it  is  called  a 
"fixed  charge"  or  a  "specific  mortgage."  If  it  gives  a  general 
mortgage  over  constantly  changing  assets  such  as  cash  balances, 
accounts  receivable  and  goods  for  sale,  it  is  called  a  "floating 
charge." 

The  register  of  mortgages  created  by  English  companies  is 
open  to  the  inspection  of  the  public  at  Somerset  House, 
London;  fee  for  inspection  one  shilling  (25  cents). 

Sinking  Fund  for  Redemption  of  Debentures 

Debentures  are  liabilities  to  creditors  for  cash  received  on 
loans.  Therefore,  the  repayment  of  debentures  is  a  similar 
transaction  to  the  payment  of  an  ordinary  trade  creditor.  Many 
companies  treat  the  money  received  from  debentures  as  being 
capital,  which  it  certainly  is  not,  and  instead  of  issuing  further 
share  capital  they  reserve,  from  profits,  sufficient  sums  to  repay 
the  debentures.  Some  business  men  argue  that  in  this  way 
larger  dividends  are  paid  on  the  smaller  amounts  of  shares, 
because  the  debenture  interest  is  low  and  the  debentures  can 
be  paid  off,  whereas  shares  cannot.  This  is  very  plausible, 
but  they  overlook  the  fact  that  if  the  profits  have  to  be  laid 
aside  to  pay  off  the  debentures,  they  cannot  also  be  distributed 
in  dividends. 

Of  course  the  position  of  the  company,  after  the  repayment 
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of  the  debentures  out  of  profits,  is  very  much  stronger  because 
it  has  a  reserve  of  profits  in  the  business  which  is  earning 
further  profits,  and  on  which  no  dividends  are  payable  to  either 
debenture  holders  or  shareholders. 

The  usual  conditions  for  the  redemption  of  debentures  by 
means  of  a  sinking  fund  are  either  (1)  that  a  certain  pro- 
portion of  the  profits  of  each  year  shall  be  laid  aside  for  the 
redemption  of  debentures  by  purchase  in  the  open  market,  or 
by  drawing  lots  for  the  numbers  to  be  repaid  each  year,  or 
(2)  that  a  certain  fixed  sum  shall  be  used  each  year  in  buying 
up  debentures  for  cancellation,  or  (3)  that  a  yearly  premium 
shall  be  paid  to  an  insurance  company  for  providing  the  total 
amount  of  the  debentures  to  be  repaid  at  the  time  fixed. 


FORFEITED  SHARES 

When  a  shareholder  fails  to  pay  instalments  due  on  his 
shares,  after  notice  of  calls  has  been  given  to  him,  the  shares 
are  generally  liable  to  forfeiture.  Power  to  forfeit  is  usually 
taken  by  the  Articles  of  Association,  or  if  not  so  taken  the 
regulations  of  Table  A  apply.  Final  notices  are  mailed  to  the 
holders  of  shares  having  calls  in  arrear,  stating  that,  unless 
such  calls  are  paid  within  a  certain  time,  the  shares  will  be 
forfeited  and  that  the  amounts  already  paid  on  them  will  be 
taken  for  the  use  of  the  company.  Should  the  shareholder 
still  fail  to  pay,  the  directors  pass  a  resolution  to  forfeit 
the  shares  and  the  shareholder  ceases  to  be  a  member  of  the 
company,  but  he  continues  to  be  liable  for  the  calls  in  arrear. 
The  forfeited  shares  may  be  re-issued  either  at  full  par  value 
or  with  the  benefit  of  part  or  all  of  the  amounts  already 
paid  by  the  previous  holder.  When  the  company  has  re-issued 
the  shares  the  original  holder  ceases  to  be  liable  for  any  further 
payments. 

The  following  are  the  regulations  of  the  Companies  Act  of 
1908  regarding  forfeitures,  as  stated  in  Table  A,  which  is  a 
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model  set  of  Articles  of  Association,  applying  to  all  limited 
companies  which  do  not  adopt  their  own  special  articles. 

Clause  24.  If  a  member  fails  to  pay  any  call  or  instalment 
of  a  call  on  the  day  appointed  for  payment  thereof,  the  directors 
may,  at  any  time  thereafter  during  such  time  as  any  part  of 
such  call  or  instalment  remains  unpaid,  serve  a  notice  on  him 
requiring  payment  of  so  much  of  the  call  or  instalment  as  is 
unpaid,  together  with  any  interest  which  may  have  accrued. 

25.  The  notice  shall  name  a  further  day  (not  earlier  than 
the  expiration  of  fourteen  days  from  the  date  of  the  notice) 
on  or  before  which  the  payment  required  by  notice  is  to  be 
made,  and  shall  state  that  in  the  event  of  non-payment  at  or 
before  the  time  appointed  the  shares  in  respect  of  which  the 
call  was  made  will  be  liable  to  be  forfeited. 

26.  If  the  requirements  of  any  such  notice  as  aforesaid 
are  not  complied  with,  any  share  in  respect  of  which  the  notice 
has  been  given  may  at  any  time  thereafter,  before  the  pay- 
ment required  by  the  notice  has  been  made,  be  forfeited  by  a 
resolution  of  the  directors  to  that  effect. 

27.  A  forfeited  share  may  be  sold  or  otherwise  disposed 
of  on  such  terms  and  in  such  manner  as  the  directors  think 
fit,  and  at  any  time  before  a  sale  or  disposition  the  forfeiture 
may  be  cancelled  on  such  terms  as  the  directors  think  fit. 

28.  A  person  whose  shares  have  been  forfeited  shall  cease 
to  be  a  member  in  respect  of  the  forfeited  shares,  but  shall, 
notwithstanding,  remain  liable  to  pay  to  the  company  all  moneys 
which,  at  the  date  of  forfeiture,  were  presently  payable  by  him 
to  the  company  in  respect  of  the  shares,  but  his  liability  shall 
cease  if  and  when  the  company  receive  payment  in  full  of  the 
nominal  amount  of  the  shares. 

30.  The  provisions  of  these  regulations  as  to  forfeiture 
shall  apply  in  the  case  of  non-payment  of  any  sum,  which,  by 
the  terms  of  issue  of  a  share,  becomes  payable  at  a  fixed  time, 
whether  on  account  of  the  amount  of  the  share,  or  by  way  of 
premium,  as  if  the  same  has  been  payable  by  virtue  of  a  call 
duly  made  and  notified. 
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REGISTRATION  OF  TRANSFERS  BY  THE 
COMPANY 

Transfers  of  share  warrants  to  bearer  and  bearer  bonds 
are  made  by  delivery  only,  as  between  the  buyer  and  the 
seller. 

The  company  keeps  no  record  of  the  holders. 

All  registered  shares,  and  registered  debentures,  must  be 
transferred  by  deed  and  stamp  duty  must  be  paid  according 
to  value. 

The  transfer  deed,  with  the  share  or  bond  certificate,  is 
delivered  to  the  office  of  the  company  for  registration  of  the 
transfer  and  for  the  issue  of  a  new  certificate. 

The  transfer  deed  is  checked  carefully  as  regards  suffi- 
ciency of  stamp  duty,  accuracy  of  details  of  the  shares  or  bonds 
transferred,  and  date.  The  registered  numbers  of  the  shares 
or  bonds  are  checked  by  the  share  or  bond  register  and  the 
signature  of  the  transferor  on  the  transfer  deed  is  compared 
with  the  filed  signature. 

A  notice  is  then  generally  mailed  to  the  transferor  stating 
that  a  transfer  deed  apparently  signed  by  him  has  been  de- 
livered to  the  company  for  registration  and  that  unless  objec- 
tion is  made  by  him  in  writing  within  a  stated  number  of  days 
the  transfer  will  be  presumed  to  be  in  order.  All  transfers  of 
shares  are  subject  to  the  approval  of  the  directors  and  they 
may,  without  stating  any  reasons,  refuse  to  consent  to  the 
transfer  of  any  shares  not  fully  paid.  They  may  also  refuse 
transfer  of  fully  paid  shares  but  such  a  course  would  be 
unusual. 

If  the  directors  approve  the  transfer  at  a  board  meeting  a 
resolution  of  approval  is  passed  and  entered  in  the  Minute 
Book  of  directors'  meetings. 

The  necessary  entries  are  next  made  in  the  transfer  register 
and  a  new  certificate  is  issued  to  the  purchaser,  a  small  fee 
being  charged  for  this,  usually  2s  6d. 

If  the  shares  transferred  are  only  a  portion  of  the  seller's 
holdings  a  new  certificate  for  the  balance,  called  a  "balance  cer- 
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tificate,"  is  issued  to  him  by  most  companies  and  the  old  certi- 
ficate is  then  cancelled  and  retained. 

Other  companies  endorse  on  the  original  certificate  the 
quantity  and  registered  numbers  of  the  shares  transferred. 

Certification  of  Transfers 

The  formalities  of  transfer  require  considerable  time  owing 
to  occasional  long  intervals  between  the  board  meetings  to 
which  all  transfers  must  be  submitted  for  approval.  Where 
the  shareholder  has  sold  only  a  portion  of  his  holding,  and 
wishes  to  sell  the  balance  of  his  shares  at  once  he  does  not 
follow  the  usual  custom  of  delivering  to  the  buyer  his  certi- 
ficate for  the  total  shares.  Instead  of  doing  so  he  takes  the 
transfer  deed,  signed  by  him,  and  the  certificate  to  the  office 
of  the  company  where  he  leaves  the  certificate. 

If  apparently  in  order  the  officials  stamp  a  "certification" 
on  the  transfer  in  a  form  similar  to  the  following: 

The  Blank  Company  Limited 

Certificate  No.  123  for  750  shares  of  £1  each,  10  shillings 
per  share  paid,  numbered  1  to  750  inclusive,  has  been  lodged 
at  the  registered  office  of  the  company  this  1st  day  of  Jan- 
uary, 1921. 

A.  Scrivener, 

Secretary. 

The  seller  of  the  shares  then  delivers  the  "certified"  transfer 
deed  to  the  buyer  or  his  broker.  The  seller  also  receives  from 
the  company  a  receipt  for  his  share  certificate  showing  the  bal- 
ance of  shares  remaining  in  his  name.  This  can  be  used  as 
evidence  of  ownership  (instead  of  the  share  certificate)  for  sell- 
ing the  balance  of  his  shares.  No  fee  is  charged  for  certifica- 
tion of  transfers. 

Forged  Transfers 

Where  a  transfer  deed,  bearing  the  forged  signature  of  a 
holder  of  shares,  has  been  passed  by  the  company  the  original 
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shareholder  remains  the  true  owner  of  the  shares.  The  com- 
pany must  restore  his  name  to  the  Share  Ledger  as  the  present 
holder.  The  holder  of  the  new  certificate  has  no  legal  right  to 
the  shares  transferred  to  him  and  his  only  recourse  is  against 
the  person  whom  he  paid  for  the  shares,  who  has  probably 
disappeared  after  the  forgery. 

An  act  called  "the  Forged  Transfers  Act,  1891  and  1892," 
gave  power  to  companies  to  charge  an  additional  fee  on  every 
transfer  in  order  to  form  a  fund  to  repay  buyers  of  shares  for 
any  losses  suffered  by  them  through  the  transferor's  signature 
having  been  forged. 


DISTRIBUTION  OF  PROFITS  OF  COMPANIES 

A  limited  company  must  not  pay  dividends  except  out  of 
profits  earned.  On  the  other  hand,  it  is  not  compelled  to  make 
good,  out  of  profits,  any  losses  of  fixed  assets.  The  loss  of  a 
ship  would  be  a  loss  of  capital  which  need  not  be  replaced 
out  of  profits,  but  a  trading  loss,  brought  forward  from  a 
previous  year,  or  a  loss  by  bad  debts,  must  be  made  good 
out  of  later  profits,  because  they  are  trading  losses. 

Profits  of  the  First  Year  of  Trading 

A  Company  which  takes  over  an  existing  business  takes  it 
from  a  certain  fixed  date,  which  may  happen  to  be  between 
the  annual  stock-taking  periods.  It  will  be  seen  that  if  the 
Balance  Sheet  had  been  prepared  for  a  trading  year  ending 
on  January  31,  whereas  the  Company  only  took  over  the  busi- 
ness from  April  30,  the  business,  if  a  profitable  one,  would  have 
increased  in  value  to  the  extent  of  3  months'  profits.  The 
Vendor  would,  in  such  a  case,  increase  his  selling  price  by  the 
amount  of  the  estimated  profit.  If  the  Company's  Balance 
Sheet  and  profit  and  loss  account  are  prepared  for  the  half- 
year  ending  July  31  following.  6  months  profits  will  be  brought 
into  account,  while  the  Company  will  only  have  been  in  exist- 
ence for  3  months.   Dividing  all  this  profit  amongst  the  share- 
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holders  would  be  really  paying  dividends  out  of  capital,  which 
is  against  both  law  and  common  sense. 

The  rule  in  such  cases  is  that  the  Company  may  distribute 
as  profits  only  the  proportion  earned  during  the  time  the  Com- 
pany has  held  the  business  as  its  own  property;  therefore,  only 
half  of  the  profit  shown  can  be  divided  amongst  the  share- 
holders, the  remainder  should  be  carried  to  reserve. 

Prem;iums  on  Shares 

Premium  on  issues  to  the  public  above  par  value  should 
be  carried  to  reserve,  after  charging  the  expenses  of  the  is- 
sue against  the  premium.  On  the  other  hand  profits  made  by 
a  company  in  promoting  other  companies,  are  profits  which 
may  be  divided,  but  on  the  express  condition  that  if  the 
profits  are  received  in  paper,  (in  the  shape  of  shares)  they 
should  be  either  distributed  "in  paper,"  or  such  profits 
should  not  be  distributed  in  cash  until  the  paper  has  been 
sold.  It  would  be  folly  to  distribute  a  cash  dividend  of  say 
£5,000  and  then  afterwards  be  only  able  to  sell  the  £5,000 
of  shares  for  £1,000. 

The  best  plan  is  to  carry  such  paper  profits  to  reserve, 
until  realised  in  cash. 

Profits,  How  Divided 

A  Company  may  either  pay  dividends  on  the  nominal  (par) 
value  of  its  shares  or  on  the  paid  up  amounts.  Where  the 
dividend  is  declared  payable  to  shareholders  "in  proportion  to 
their  shares"  it  is  payable  on  the  nominal  value.  If  declared 
payable  on  the  amounts  paid  up  or  called  up,  the  dividend  re- 
quires carefully  calculating  in  the  case  of  the  first  year  of  a 
Company. 

Dividend  of  First  Year  of  Trading 

To  take  the  case  of  shares  of  the  nominal  value  of  il  each, 
payable  by  instalments  of  2s.  6d  on  application,  7s.  6d  on 
allotment,  and  2  calls  of  5/-  each  at  intervals  of  2  months. 
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The  dividend  must  not  be  paid  as  if  the  Company  had  had  the 
use  of  il  for  the  year.  It  has  only  had  the  use  of  10  shillings 
for  one  year  and  of  the  first  5  shillings  for  10  months,  and  of 
the  2nd  5/-  for  8  months.  This  may  be  brought  to  the  same 
level  of  interest  for  1  year  thus : — 

Interest  on  10s  for  1  year,  equals  for  1  month, 

10/-  X  12 120  shillings 

"      5s  for  10  months  =  5  X  10. . . .     50 
"      5s  for    8  months  =  5X8....     40 


use  of  capital  paid  up,  =  for  1  month,  210        " 

Divided  by  12  this  equals  the  use  for  1  year  of  17s.  6d  or 
y^  of  £\.  Therefore,  a  dividend  at  the  rate  of  5^  per  annum 
on  the  amounts  paid  up  equals  y%  of  1/-  or  lO^/^d  per  share. 

Shareholders  whose  calls  are  in  arrear  are  not  entitled  to 
dividends  until  their  calls  are  paid  up;  they  may  be  charged 
interest  until  payment  is  made. 

Payment  of  Dividends 

Most  Limited  Companies  call  the  Annual  General  Meeting 
of  shareholders  within  3  months  of  the  date  at  which  their 
books  are  closed  for  preparing  the  Profit  and  Loss  Account  and 
Balance  Sheet.  At  this  meeting  the  dividends  recommended 
by  the  directors  are  submitted  to  the  shareholders  for  approval 
and  cheques  in  payment  are  generally  sent  by  post  to  all  regis- 
tered shareholders  the  same  evening.  The  shareholder  whose 
name  is  on  the  register  is  entitled  to  the  dividend  for  the  whole 
period,  even  though  he  has  only  held  the  shares  a  few  weeks, 
because  when  shares  are  sold  the  buyer  takes  the  benefit  of  all 
profits  since  the  last  dividend.  The  exception  to  this  rule  is 
that  shares  sold  after  a  notice  of  a  dividend  has  been  given, 
but  before  it  is  paid,  may  be  sold  in  2  ways:  (1)  "cum  divi- 
dend", the  buyer  takes  the  shares  "with  the  dividend"  (2) 
"ex   dividend",   the   buyer  takes   them   without  the   dividend. 
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which  is  collected  by  the  seller.  As  the  books  of  a  Company 
are  usually  closed  for  7  or  10  days  before  the  dividend  is  de- 
clared, the  dividend  will  be  sent  to  the  person  whose  name  is 
on  the  register  at  that  time.  If  such  person  sells  his  shares 
afterwards  "cum  dividend"',  the  buyer  deducts  the  dividend 
from  the  price  paid  to  the  seller. 

Income  Tax 

A  limited  Company  has  to  pay  income  tax  on  the  whole  of 
its  profits,  whether  distributed  in  dividend  or  not.  The  Com- 
pany MUST  deduct  income  tax  when  paying  dividends  on 
shares  or  interest  on  debentures.  If  the  persons  receiving  such 
sums  are  entitled  to  exemption  from  the  tax,  they  must  apply 
for  repayment  to  the  Income  Tax  Inspector  of  their  own  dis- 
trict; the  Company  must  not  pay  their  dividends  in  full. 

To  enable  claims  to  be  made  the  Company  sends  a  dividend 
statement  with  the  cheque,  showing  the  amount  deducted  for 
tax;  this  is  accepted  by  the  tax  collector  as  evidence  of  the 
deduction. 

Dividends  Free  o£  Income  Tax 

Companies  sometimes  pay  their  dividends  net,  that  is,  they 
are  said  to  be  "free  of  income  tax". 

This  is  a  misleading  term,  because  the  tax  cannot  be  escaped. 
Taking  as  an  example  £6,000  being  available  for  dividends  on 
£120,000  of  capital,  in  £20  shares.  A  dividend  declared  at 
the  rate  of  5%  per  annum  subject  to  tax  would  amount  to  £1 
on  each  £20  share  from  which  would  be  deducted  6  shil- 
lings (30%)  for  income  tax,  leaving  14s.  as  the  net  dividend. 
It  is  obvious  that  if  the  Company  is  to  declare  a  net  divi- 
dend it  can  only  declare  14  shillings  per  share,  unless  it 
takes  the  extra  6s.  from  any  profits  it  has  earned  in  excess 
of  the  £6,000. 

The  important  point  for  the  shareholder  is  this ;  where  the 
dividend  is  declared  "free  of  income  tax"  or  "subject  to  the 
deduction  of  income  tax"  it  is  perfectly  certain  that  the  tax 
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has  been  paid  on  such  dividends.  Therefore  the  shareholder  is 
entitled  to  treat  such  income  as  having  been  already  taxed  and 
he  should  not  pay  tax  on  it  in  his  own  assessment. 

If  he  is  entitled  to  total  exemption  from  income  tax,  he 
should  i^roduce  his  dividend  statement  to  the  Tax  Inspector 
and  claim  repayment  of  6s.  on  each  14s.  of  dividend  re- 
ceived, even  though  stated  to  be  "free  of  income  tax." 

Payment  of  Interest  on  Debentures 

Interest  is  generally  payable  half-yearly,  and  it  is  an  expense 
which  must  be  paid  whether  profits  have  been  earned  or  not. 
The  consent  of  the  shareholders  is  not  required  for  its  pay- 
ment. The  interest  is  usually  paid  by  cheque  on  the  exact  day 
it  is  due.    Income  tax  must  be  deducted. 

Directors  may  also  declare  an  "Interim  Dividend"  at  the 
end  of  the  half  year,  if  in  their  opinion  the  profits  earned  are 
sufficient. 

Any  dividends  paid  otherwise  than  out  of  profits  are  repay- 
able to  the  Company  both  by  the  directors  declaring  the  profits 
and  by  the  shareholders  who  have  received  them,  in  case  the 
Company  is  afterwards  wound  up  through  insolvency. 

It  is  argued  that  in  such  cases  the  directors  have  been  giving 
the  creditors'  monev  to  the  shareholders. 


SHARES  AND   DIVIDENDS 

The  Different  Classes  of  Shares  and  Their  Rights  to  Profits 

The   following  is   a  list   of  the   shares   usually  issued  by 
Public  Companies. 

(1)  Preference  Shares,  These  are  usually  limited  to  a 
fixed  dividend  of  say  6%,  but  this  dividend  is  payable 
in  full  from  the  profits,  in  preference  to  all  other  divi- 
dends. 

There  may  be  several  classes  of  Preference,  such 
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as  1st  Preference,  2nd  Preference,  etc.  If  the  divi- 
dend is  guaranteed  by  the  Vendor  or  by  another  Com- 
pany the  shares  are  called  "Guaranteed  Preference 
Shares'^  Preference  shareholders  must  be  repaid  their 
capital  in  full  before  ordinary  shareholders  receive  any 
return,  if  the  Company  is  wound  up  and  there  is  a 
balance  after  paying  all  creditors'  claims. 

Cumulative  Preference  shares  are  entitled  to 
a  dividend  for  each  year,  even  though  profits  have  not 
been  earned.  The  dividends  may  be  paid  out  of  re- 
serves made  from  the  profits  of  past  years.  If  there  is 
no  such  reserve  the  dividends  are  owing  and  must  be 
paid  out  of  any  future  profits  before  any  dividends  are 
paid  on  the  ordinary  shares. 

Thus  a.  6^0  Preference  shareholder  who  has  re- 
ceived no  dividends  for  5  years  would  be  entitled  to 
30%  in  dividends,  and  may  be  paid  this  sum,  if  the 
Company,  has  a  very  successful  year,  before  the 
ordinary  shareholders  could  receive  any  dividend.  It 
is  not  usual  to  show  such  arrears  of  dividends  in  Bal- 
ance Sheets,  because  they  are  not  payable  unless  the 
Company  earns  sufficient  profits. 

All  Preference  shares  are  "cumulative"  unless  this 
is  denied  by  the  Articles  or  Memorandum  or  by  the 
prospectus  or  by  the  wording  of  the  share  certificate. 

Directors  have  the  right  to  carry  any  profits  to  re- 
serve in  a  bad  year,  instead  of  paying  a  preference 
dividend. 

On  a  liquidation  of  the  Company  the  preference 
shareholders  are  not  entitled  to  share  any  surplus  of 
the  assets  remaining  after  payment  of  the  Share 
Capital. 

(2)  Participating  Preference  Shares.  These  shares  first 
receive  their  fixed  preference  dividends  and  are  after- 
wards entitled  to  share  in  any  balance  of  profits  after 
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the  ordinary  shares  have  also  received  a  dividend  up  to 
a  certain  fixed  percentage. 

For  example,  a  preference  dividend  may  be  6^, 
then  the  ordinary  shares  would  be  entitled  to  say  6% 
and  the  balance  would  be  divided  into  two  equal  por- 
tions, from  which  additional  dividends  would  be  paid 
on  both  classes  of  shares. 

(3)  Ordinary  Shares.     Where  there  is  only  one  class  of 

shares,  they  are  all  ordinary  shares.  Where  there  are 
preference  and  ordinary  shares,  the  preference  shares 
first  take  their  dividends  and  the  whole  of  the  balance 
is  available  for  dividends  on  ordinary  shares,  at  an 
unlimited  rate  per  cent. 

(4)  Deferred   Shares.     These  take   a   dividend  after  the 

preference  and  ordinary  shares  have  each  previously 
received  dindends  at  fixed  rates.  Some  Railway  Com- 
panies change  their  ordinary  shares  into  half  Preferred 
Ordinary  shares  and  half  Deferred  Ordinary,  £50  of 
each  kind  being  issued  in  place  of  ilOO  of  Ordinary. 
The  Preferred  Ordinary  are  then  generally  bought  by 
investors,  while  the  Deferred,  being  more  speculative, 
as  regards  their  chances  of  dividends,  are  bought  chiefly 
by  speculators. 

Founders  Shares 

These  are  shares  usually  reserved  for  themselves  by  the 
promoters  of  a  new  business,  or  by  the  former  owners  of  a 
business  which  has  been  converted  into  a  public  company. 

The  arrangement  in  the  second  case  usually  is,  that  the 
holder  of  the  Founders'  shares  manages  the  business  for  a 
number  of  years  at  a  small  fixed  salary,  or  without  any 
salary, receiving  dividends  on  his  Founders'  shares  only  after 
the  Preference  shareholders  and  the  Ordinary  and  Deferred 
shareholders  have  each  received  dividends  at  fixed  rates,  say 
5%  per  annum.  Suppose  that  there  was  £10,000  to  divide  as 
a  year's  profits ;  it  may  be  divided  in  this  way : 
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£10,000  of  5%  Preference  shares,  would  receive £     500 

£50,000  of  6%  Ordinary        "  "  "       3,000 

£50,000  of  5%  Deferred         "  "  "       2,500 

Total  dividends £  6,000 

Balance  of  profits   4,000 

Total  profits £10,000 

The  balance  of  £4,000  may  have  been  agreed,  by  the  Memo- 
randum of  Articles,  to  be  divided  equally  between  the  hold- 
er of  2,000  Founders*  shares  of  1/-  each,  (total  £100)  and 
the  holders  of  £100,000  of  Ordinary  and  Deferred  Shares. 

It  would  at  first  appear  that  the  Founders'  shares  would 
receive  very  little  in  dividends;  however,  this  is  how  it  would 
work  out: 

The  £2,000  (half  the  balance)  would  be  divided  between 
the  £100,000  of  Ordinary  and  Deferred  shares,  giv- 
ing 2%  extra  dividend £  2,000 

The  holder  of  the  Founders'  shares  would  receive  the 
other  half  of  the  balance,  (which  is  a  dividend  of 
2,000%)   2,000 


£  4,000 


It  is  clearly  in  the  interest  of  the  holder  of  the  Founder's 
share  to  show  large  profits,  on  paper,  and  to  have  big  dividends 
declared  during  the  limited  time  he  is  manager,  even  though 
he  ruins  the  company  in  doing  it.  Therefore,  investors  do  not 
wish  to  invest  in  companies  having  Founders'  shares.  Even 
the  Stock  Exchange  warns  the  public  against  such  companies  by 
marking  their  preference  and  ordinary  shares  with  an  asterisk 
in  the  Official  List. 

Promoters  have  lately  renamed  such  shares  "Deferred 
shares,"  to  hide  their  dangers. 
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Losses 

A  loss  made  by  a  company  cannot  be  written  off  by  reduc- 
ing the  capital,  as  in  the  case  of  sole  traders  or  partnerships. 
It  is  shown  in  the  Profit  and  Loss  A/c,  as  a  debit  balance,  and 
This  Loss  Is  Carried  Into  the  Balance  Sheet  of  the  Com- 
pany, ON  the  Assets  Side. 

Such  losses  must  be  made  good  ("written  off")  out  of  later 
profits,  or,  if  the  Company  wishes  to  write  off  accumulated 
losses  out  of  its  Capital,  it  can  only  do  so  by  permission  of  the 
Court  on  an  application  for  "Reduction  of  Capital."  This  is 
done  by  reducing  the  paid  up  value  of  the  shares  by  the  total 
amount  of  losses.  Thus  shares  of  £2  each  fully  paid  in  a  com- 
pany whose  total  losses  amount  to  half  the  Share  Capital  may 
be  reduced  to  shares  of  only  £1  paid  up,  leaving  a  balance  of 
£1  unpaid. 

After  obtaining  the  consent  of  the  Court  to  such  a  reduction 
the  company  makes  a  fresh  start  and  it  may  pay  out,  as  divi- 
dends, any  later  profits  earned.  But  no  dividend  can  be  paid 
while  there  is  a  debit  balance  of  previous  losses  shown  in  the 
Profit  and  Loss  account. 

Repayment  of  Share  Capital 

A  company  may,  by  special  resolution,  resolve  to  use  ac- 
cumulated profits  in  paying  back  the  paid-up  amount  of  its 
share  capital,  or  any  portion  of  it.  The  special  resolution  re- 
quires registration  before  the  repayment  takes  place. 

It  is  important  to  notice  that  all  such  repayments  may  be 
afterwards  reclaimed  by  the  company,  while  a  going  concern 
or  for  liquidation,  because  the  law  makes  it  compulsory  that 
such  repayments  shall  increase  the  unpaid  amounts  of  the 
shares. 

Thus,  if  the  shares  are  £1  fully  paid,  and  10s.  is  repaid,  they 
must  in  future  rank  as  £1  shares  with  only  10s.  paid  up.  If 
the  whole  of  the  £1  is  returned,  the  shareholders  will  be  liable 
for  calls  to  the  extent  of  £1  on  each  share.  The  actual  holder 
at  the  time  of  the  call  is  liable  for  the  repayment. 
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Other  Alterations 

The  following  alterations  of  capital  are  now  permitted  to  all 
limited  companies : 

(1)  The  capital  may  be  increased  to  any  amount,  by  new 
issues  of  shares;  (2)  the  value  of  each  share  may  be  increased 
by  consolidation,  or  reduced  by  subdivision  into  smaller  shares ; 
(3)  fully  paid  shares  may  be  changed  into  stock;  (4)  the  total 
nominal  capital  may  be  reduced  by  cancelling  any  unissued 
shares,  or  (5)  by  paying  ofif  paid-up  shares  in  excess  of  the 
wants  of  the  company;  (6)  the  unpaid  portions  of  the  value  of 
any  shares  may  be  cancelled;  (7)  shares  may  be  cancelled  or 
reduced  in  value  to  the  amount  of  any  losses  of  assets,  or  to 
the  amount  by  which  the  share  capital  is  not  represented  by 
assets. 

None  of  the  alterations  which  have  the  effect  of  reducing 
the  share  capital  may  be  made  without  first  obtaining  the  con- 
sent of  the  Court.  If  the  reduction  has  the  efifect  of  reducing 
the  liability  of  shareholders  for  unpaid  capital,  or  if  the  share- 
holders are  repaid  any  portion  of  their  capital,  the  Court  may, 
at  its  discretion,  order  that  the  words  "and  reduced"  be  used 
with  the  name  of  the  company  for  such  time  as  it  thinks  fit, 
usually  three  months.  The  title  of  the  company  would  then 
be  "The  Company,  Limited,  and  reduced." 

Payment  of  Interest  Out  of  Capital 

This  has  been  permitted  by  English  law  since  1907,  the 
authority  being  now  included  in  clause  91  of  the  Companies 
(Consolidation)  Act  1908,  which  reads  as  follows: 

"Where  any  shares  of  a  company  are  issued  for  the  purpose 
of  raising  money  to  defray  the  expenses  of  the  construction 
of  any  works  or  buildings,  or  the  provision  of  any  plant,  which 
cannot  be  made  profitable  for  a  lengthened  period,  the  company 
may  pay  interest  on  so  much  of  that  share  capital  as  is  for  the 
time  being  paid  up,  for  the  period  and  subject  to  the  conditions 
and  restrictions,  in  this  section  mentioned,  and  may  charge  the 
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same  to  capital  as  part  of  the  cost  of  construction  of  the  work 
or  building-,  or  the  provision  of  plant."  The  Board  of  Trade 
only  allows  such  payments  of  interest  after  it  has  enquired  into 
the  circumstances  of  the  case ;  the  interest  must  not  exceed  4% 
per  annum,  and  may  only  be  paid  during  the  time  allowed  by 
the  Board  of  Trade. 

Indian  Railways  are  exempted  from  these  regulations,  be- 
cause they  are  dealt  with  by  the  Indian  Railways  Act,  of  1894. 


AMALGAMATIONS  AND  RECONSTRUCTIONS 

An  amalgamation  is  the  joining  together  of  two  or  more 
existing  Limited  Companies.  It  may  be  carried  out  (a)  by 
transferring  to  one  existing  company  the  undertakings  of  one  or 
more  smaller  companies,  whose  shareholders  become  share- 
holders of  the  purchasing  company,  the  smaller  companies  after- 
wards being  wound  up,  or  (b)  two  or  more  existing  companies 
may  transfer  their  undertakings  to  a  new  company  formed  for 
that  purpose,  the  shareholders  in  the  old  companies  becoming 
shareholders  in  the  new  company,  all  the  old  companies  being 
afterwards  wound  up. 

It  is  not  neccissary  that  the  whole  of  a  selling  company's 
assets  be  transferred ;  it  may  transfer  part  only  of  its  business 
and  continue  with  the  remainder  of  its  undertaking,  the  shares 
received  for  the  sale  being  held  as  an  investment. 

Reasons  for  Amalgamation 

In  the  case  of  Combines  or  Trusts,  the  general  reasons  given 
are  (a)  to  prevent  competition  and  the  cutting  down  of  prices; 
(b)  to  reduce  expense  of  management  by  centralising  control- 
ling departments;  (c)  to  employ  highly  skilled  experts  at  a  re- 
muneration which  could  not  be  afforded  by  a  single  firm;  (d) 
to  specialise  in  different  branches  of  an  industry  and  to  instal 
costly  plant  which  could  only  be  worked  economically  with  a 
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large  production  ;  (e)  to  raise  capital  for  the  proper  financing  of 
the  industry,  a  matter  more  easily  arranged  by  a  large  company 
having  complete  control  of  an  industry. 

Method  of  Amalgamation 

The  amalgamation  may  be  carried  out  by  obtaining  a  special 
Act  of  Parliament,  or  by  selling  all  undertakings  of  the  Com- 
pany for  shares  in  another  Company  under  the  powers  given  by 
its  Memorandum.  In  default  of  such  power,  the  Company  may 
pass  a  special  resolution  for  voluntary  liquidation;  the  liqui- 
dator thereupon  selling  the  whole  undertaking  to  the  Purchas- 
ing Company  for  payment  in  shares,  as  provided  by  Section  191 
of  the  Companies  Act  of  1908. 

The  usual  arrangement  is  that  the  purchasing  company 
pays  all  the  debts  and  liabilities  of  the  other  company  and,  in 
addition,  pays  a  certain  number  of  shares  to  the  liquidator 
of  the  transferring  company  for  distribution  amongst  its  share- 
holders. Or,  the  transferring  company  may  keep  sufficient 
funds  to  pay  its  creditors ;  the  remainder  of  its  assets  being 
transferred. 

Debenture  holders  may  be  satisfied  by  receiving  Deben- 
tures of  the  Purchasing  Company  in  exchange.  Creditors  may 
be  asked  to  accept  the  Purchasing  Company  as  their  debtor,  or 
the  Purchasing  Company  may  pay  them  off,  as  provided  by  the 
agreement. 

The  Directors  of  the  transferring  company  usually  join  the 
Board  of  the  purchasing  company. 

If  the  Purchasing  Company  has  not  sufficient  unissued 
Share  Capital  available,  it  may  increase  its  capital  to  provide 
for  the  shares  to  be  issued  in  payment  for  the  undertaking 
purchased. 

An  amalgamation  may  be  made  with  a  Foreign  Company, 
wherever  registered,  or  with  a  British  Registered  Company. 

Shareholders  are  not  compelled  to  become  members  of  the 
Purchasing  Company,  they  have  the  right  to  do  so,  but  they  may 
claim  to  be  paid  out  in  cash. 
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A  sale  may  be  made  for  shares  either  fully  paid  or  partly 
paid,  or  for  part  cash  and  part  shares,  or  for  shares  and 
debentures,  or  for  debentures  only,  or  on  any  other  arrange- 
ment. 

The  general  rules  of  law  for  amalgamations  are  the  same 
as  for  reconstruction. 

Life  Insurance  Companies  are  not  allowed  to  amalgamate, 
nor  to  transfer  their  undertakings  to  another  company,  without 
first  submitting  the  scheme  to  the  Court  and  obtaining  its  ap- 
proval. 

Arrangement  by  a  Company  with  Its  Creditors 

A  Limited  Company  may  make  arrangements  with  its  credi- 
tors for  payment  of  part  of  its  debts  in  settlement  of  the  whole, 
just  as  an  individual  trader  may  pay  a  Composition  under  a 
Deed  of  Composition. 
Arrangements  in  Voluntary  Liquidations 

There  is,  however,  one  important  difference.  In  a  private 
arrangement  between  a  trader  and  his  creditors  there  are  no 
means  of  compelling  a  minority  of  creditors  to  accept  a  com- 
position, and  this  allows  of  some  grasping  creditors  practically 
levying  a  kind  of  blackmail  on  both  the  debtor  and  the  other 
creditors  by  threatening  to  force  the  concern  into  bankruptcy 
unless  they  are  paid  more  than  the  majority  of  the  creditors. 

This  abuse  is  not  possible  in  the  case  of  voluntary  liquida- 
tions. 

Where  an  arrangement  is  proposed  between  a  company  and 
its  creditors,  meetings  must  be  called  for  the  purpose  of  discus- 
sing and  passing  resolutions  of  such  proposals.  The  acceptance 
or  refusal  of  the  proposals  is  shown  by  the  votes  of  those 
persons  present  or  represented  by  proxies,  other  persons  being 
ignored.  This  applies  both  to  meetings  of  creditors  and  of 
shareholders. 

If  the  scheme  of  arrangement  is  accepted  by  three-fourths 
in  number  and  value  of  the  creditors  at  such  meeting,  it  is 
binding  on  all  of  them,  with  the  condition  that  any  dissenting 
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creditor  may  appeal  to  the  Court,  which  may  vary  the  arrange- 
ment or  confirm  it,  as  it  thinks  just. 

On  the  shareholders  adopting  such  an  arrangement  by  an 
extraordinary  resolution,  passed  at  a  meeting  called  for  that 
purpose,  it  becomes  binding  on  the  company  also. 

If  so  authorised  by  a  special  resolution,  the  liquidator  may 
sell  part  or  the  whole  of  the  assets  of  the  company  to  another 
company,  for  payment  either  partly  or  wholly  in  shares  and  in 
consideration  of  receiving  a  portion  of  the  profits  of  the  Pur- 
chasing Company.  Dissenting  shareholders  who  have  not  voted 
for  the  special  resolution  authorising  the  sale  have  the  right 
(within  seven  days  after  the  meeting  confirming  the  special 
resolution)  to  serve  notice  on  the  liquidator  at  the  company's 
Registered  Office,  requiring  him  to  purchase  the  shareholder's 
shares  at  a  price  to  be  agreed  on  mutually  or  to  be  settled  by 
arbitration  or,  in  the  alternative,  the  arrangement  must  not 
be  carried  through. 

Conditions  of  Arrangement 

The  arrangement  may  be  either  for  the  purpose  of  (a)  per- 
mitting the  company  to  continue  its  business,  the  creditors 
agreeing  to  accept  either  a  composition,  or  the  whole  of  their 
claims,  payable  by  instalments  spread  over  one  or  more  years, 
or  (b)  the  creditors  accepting  the  composition  in  settlement  and 
the  company  being  wound  up  afterwards,  the  shareholders  re- 
ceiving any  surplus,  or  (c)  the  creditors  agreeing  to  allow  a 
new  company  to  be  formed  to  take  over  the  assets  of  the  old 
company  and  to  continue  its  business,  the  creditors  receiving 
shares  or  debentures  of  the  new  company  in  settlement  of  their 
debts. 

This  last  arrangement  would  be  a  Reconstruction. 

Compromise  and  Payments  in  Full 

A  Liquidator  may  (a)  pay  any  class  of  creditors  in  full, 
(b)  compromise  with  any  creditors  or  persons  claiming  dam- 
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ages  or  compensation,  (c)  compromise  with  debtors  and  con- 
tributories  or  persons  against  whom  the  company  may  have 
claims  for  damages  or  repayments  of  moneys  of  the  company. 

The  Liquidator  must  obtain  consent  for  any  of  these  acts, 
as  follows:  (1)  in  Voluntary  Liquidation,  the  sanction  of  an 
extraordinary  resolution  of  the  company;  (2)  Compulsory 
liquidation  in  England,  the  consent  of  the  Committee  of  Inspec- 
tion or  of  the  Court;  (3)  for  winding-up  under  supervision  and 
for  compulsory  liquidations  in  Scotland  or  Ireland,  the  sanction 
of  the  Court. 

In  case  (2)  any  creditor  or  contributory  may  apply  to 
the  Court  in  connection  with  the  matter. 


STATISTICAL  BOOKS  AND  DOCU- 
MENTS FOR  BRITISH  LIMITED 
COMPANIES 

The  Companies  (Consolidation)  Act  of  1908  makes  it 
compulsory  for  all  limited  companies  to  keep  the  following 
at  the  head  office: 

Books  Nos.  1  to  4  inclusive  must  be  open  to  public  inspec- 
tion during  business  hours  and  shareholders  may  demand  copies 
to  be  made  at  a  small  charge. 

(1)  Register  of  Members  (Share  Ledger). 

(2)  Register  of  Directors  and  Managers. 

(3)  Register  of  Mortgages  and  Charges. 

(4)  Register  of  Debenture  Holders  (Bondholders). 

(5)  Minute  Book. 

(6)  Annual  List  of  Members  (Stockholders),  Summary 
of  Capital  and  Shares,  and  Statement  in  form  of 
Balance  Sheet. 

OTHER  STATISTICAL  BOOKS  KEPT,  BUT 
NOT  COMPULSORY 

(7)  Application  and  Allotment  Books  (subscriptions 
for  shares). 

(8)  Call  Books  (demands  for  payment  of  instalments 
due  on  shares  subscribed). 

(9)  Share  Certificate  Books. 

(10)  Registers  of  Transfers. 

(11)  Debenture  Interest  Book  (interest  payable  on  bonds). 

(12)  Dividend  Books. 

(13)  Seal  Register  (record  of  documents  executed  under 
the  seal  of  the  company). 
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(14)  Register  of  Probates  (record  of  transfers  of  owner- 
ship of  shares  and  bonds  claimed  by  executors  of 
deceased  stockholders  and  bondholders). 

(15)  Directors'  Attendance  Book. 

(16) Agenda  Book  (record  of  business  to  be  done  at  meet- 
ings of  directors  or  stockholders). 


BRITISH  INCORPORATION  FEES 

Duties  and  Fees  Payable  on  Incorporation  of  British  Com- 
panies Having  a  Share  Capital 

The  following  Table  indicates  the  Duties  and  Fees  payable 
on  Registration  of  Private  Companies  having  a  Share  Capital 
and  governed  by  Special  Articles  of  Association.  In  the  total 
are  included  the  Deed  Stamps  of  10s.  each  payable  on  the 
Memorandum  and  Articles  and  the  Fee  Stamps  of  5s,  which 
have  to  be  impressed  on  the  Articles  and  the  following  docu- 
ments, the  total  amounting  to  i2 : — Notice  of  Situation  of 
Registered  Office  (Form  No.  4)  ;  Particulars  Respecting  Direc- 
tors (Form  No.  9a)  ;  Declaration  of  Compliance  with  the  Re- 
quirements of  The  Companies  (Consolidation)  Act,  1908 
(Form  No.  41). 

In  the  case  of  Public  Companies  the  following  further 
documents  are  required,  a  5s.  Fee  Stamp  being  payable  on  each : 
Consent  to  Act  as  Director  (Form  No.  42)  ;  Contract  by  Direc- 
tors to  Take  Qualification  Shares,  when  not  signed  for  in 
Memorandum  (Form  No.  42a)  ;  List  of  Persons  who  have 
Consented  to  be  Directors  (Form  No.  43)  ;  Prospectus  or  State- 
ment in  Lieu  of  Prospectus  (Form  No.  55).  Where  the  Direc- 
tors' Qualification  is  Shares  to  the  value  of  £S  or  more,  the 
Contract  to  Take  them  requires  a  Stamp  of  6d.  in  respect  of 
each  signature. 
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Nominal  Ad  Valorem  Duty  Fee  Stamp  on 

Share 

on  Statement  of 

Memorandum 

Total  Duty 

Capital. 

Capital. 

of  Association. 

and  Fees. 

£100 

£1 

0 

£2 

0 

£5    0    0 

250 

3 

0 

2 

0 

7    0    0 

500 

5 

0 

2 

0 

9    0    0 

1,000 

10 

0 

2 

0 

14    0    0 

1,500 

15 

0 

2 

0 

19    0    0 

2,000 

20 

0 

2 

0 

24    0    0 

3,000 

30 

0 

3 

0 

35    0    0 

4,000 

40 

0 

4 

0 

46    0    0 

5,000 

50 

0 

5 

0 

57    0    0 

6,000 

60 

0 

5 

5 

67    5    0 

7,000 

70 

0 

5 

10 

77  10    0 

8,000 

80 

0 

5 

15 

87  15    0 

9,000 

90 

0 

6 

0 

98    0    0 

10,000 

100 

0 

6 

5 

108    5    0 

11,000 

110 

0 

6 

10 

118  10    0 

12,000 

120 

0 

6 

15 

128  15    0 

13,000 

130 

0 

7 

0 

139    0    0 

14,000 

140 

0 

7 

5 

149    5    0 

15,000 

150 

0 

7 

10 

159  10    0 

16,000 

160 

0 

7 

15 

169  15    0 

17,000 

170 

0 

8 

0 

180    0    0 

18,000 

180 

0 

8 

5 

190    5    0 

19,000 

190 

0 

8 

10 

200  10    0 

20,000 

200 

0 

8 

15 

210  15    0 

25,000 

250 

0 

10 

0 

262    0    0 

30.000 

300 

0 

11 

5 

313     5    0 

35,000 

350 

0 

12 

10 

364  10    0 

40,000 

400 

0 

13 

15 

415  15    0 

45,000 

450 

0 

15 

0 

467    0    0 

50,000 

500 

0 

16 

5 

518    5    0 

60,000 

600 

0 

18 

15 

620  15    0 

70,000 

700 

0 

21 

5 

723     5    0 

75,000 

750 

0 

22 

10 

774  10    0 

80,000 

800 

0 

23 

15 

825  15    0 

90,000 

900 

0 

26 

5 

928    5    0 

100,000 

1,000 

0 

28 

15 

1,030  15    0 

150,000 

1,500 

0 

31 

5 

1,533     5    0 

200,000 

2.000 

0 

33 

15 

2,035  15    0 

250,000 

2,500 

0 

36 

5 

2,538    5    0 
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Nominal  Ad  Valorem  Duty  Fee  Stamp  on 


Share 

on  Statement  of 

Memorandum 

Total  Duty 

Capital. 

Capital. 

of  Association. 

and  Fees. 

£300,000 

£3,000 

0 

£38  15 

£3,040  15    0 

350,000 

3,500 

0 

41     5 

3,543     5    0 

400,000 

4,000 

0 

43  15 

4,045  15    0 

450,000 

4,500 

0 

46    5 

4,548     5    0 

500,000 

5,000 

0 

48  15 

5,050  15    0 

525,000 

5.250 

0 

50    0 

5,302    0    0 

600,000 

6,000 

0 

50    0 

6,052    0    0 

700,000 

7,000 

0 

50    0 

7,052    0    0 

800,000 

8,000 

0 

50    0 

8,052    0    0 

900,000 

9,000 

0 

50    0 

9,052    0    0 

1,000,000 

10,000 

0 

50    0 

10,052    0    0 

And  so  on  at  the  rate  of  £  1  further  Capital  Duty  for  every 
additional  £100  or  fraction  thereof.  i50  is  the  maximum  fee 
stamp  imposed  on  the  Memorandum  of  Association. 

A  sum  of  £2  must  be  added  to  the  total  duty  and  fees 
for  public  limited  companies. 

The  above  table  has  been  prepared  by  Messrs.  Jordan  & 
Sons,  London,  agents  for  the  registration  of  companies. 


EXAMPLES  OF  PROSPECTUSES, 

FORMS  AND  RETURNS 

FOR  FILING 

As  Used  by  British  Limited  Companies 

(1)  Prospectus  of  a  new  company. 

(2)  Prospectus  of  an  additional  issue  of  shares. 
Note.    Attention  is  directed  to  the  full  disclosure 

of  the  details  required  by  law  as  to  con- 
tracts already  made,  promoter's  profits,  in- 
terest of  directors  in  property  to  be  ac- 
quired and  commissions  payable  for  placing 
shares,  &c.  These  requirements  have  been 
explained  in  preceding  pages. 

(3)  Statement  in  Lieu  of  Prospectus   (when  shares  are 
not  offered  publicly  for  subscription). 

(4)  Return  of  Allotment    (filed  statement  of  total  of 
shares  subscribed). 

(5)  Letter  of  Allotment    (acceptance  by   directors  ot 
offer  to  subscribe  for  shares). 

(6)  Letter  of  Regret  (notice  that  no  shares  issued  to 
an  applicant). 

(7)  Notice  of  call  (request  by  company  for  payment  of 
instalment  due  on  shares). 

(8)  Share  Certificate  ^certificate  for  fully  paid  shares ; 
no  stamp  duty  is  payable  on  share  certificates). 

(9)  Share  Warrant  (share  certificate  to  bearer). 

(10)  Share  transfer.  (This  must  be  stamped  with  a 
revenue  stamp  according  to  the  value  of  the  shares 
transferred). 

(11)  Application  for  Mortgage  Debentures  (Mortgage 
Bonds). 

478 


COMPANY     PROSPECTUSES,    ETC.  479 

(12)  Scrip  Certificate  for  partly  paid  Debentures. 

(13)  Debenture  Certificate  (Mortgage  Bond). 

(14)  Example   of    Balance   Sheet   in   form   recommended 
by  the  Companies  Act  of  1862. 

Note.  This  is  not  compulsory  and  it  is  not  the 
kind  now  used  by  British  Companies,  but  it 
shows  the  details  required  by  law.  It 
should  be  noticed  that  the  Assets  and  Lia- 
bilities, on  English  balance  sheets,  are  on 
the  reverse  sides  as  compared  with  Ameri- 
can balance  sheets. 

(15)  Summary  of  Share  Capital  and  Shares  (compulsory 
annual  return  for  filing). 

Note.  The  other  pages  of  this  form  contain  the 
names,  addresses  and  occupations  of  all 
shareholders  with  details  of  the  shares  held 
by  them  &c.,  at  the  date  stated  on  the 
return. 

FORM  NO.  1 
PROSPECTUS  OF  A  NEW  COMPANY 

A  copy  of  this  Prospectus  has  been  filed  with  the  Registrar  of  Joint  Stock  Companies 

Application  will  be  made  to  the  Committees  of  the  London,  Leeds  and  Man- 
chester Stock  Exchanges  for  sptcial  permission  for  dealing  in  the 
Shares  offered  below  after  allotment. 
The  Subscription  List  will  open  on  Monday,  the  19th  April,  1920,  and  will  close  on 
or  before  Thursday,  the  22nd  April,  1920 


JOHN  BROWNHILL  &  COMPANY 
LIMITED 

Manufacturers  of  Cotton  and  Silk  Fabrics — specializing  in 

Brocaded     Poplins,     Furnishing     Damasks, 

Coutilles,  Linings,  etc. 

SPRINGFIELD  &  INKERMAN  MILLS,  DENBY  DALE, 

HUDDERSFIELD 

(Incorporated  under  the  Companies  Act,  1908  to  1917.) 

CAPITAL      -      -      -  £250,000 
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DIVIDED  INTO 
125,000  7^%  Cumulative  Participating  Preference  Shares  of  £1  each 

AND 
125,000  Ordinary  Shares  of  £1  each 

The  Preference  Shares  confer  the  right  to  a  fixed  cumulative  preferential  divi- 
dend at  the  rate  of  7^  per  cent,  per  annum,  on  the  capital  for  the  time  being  paid  up 
thereon,  together  with  a  further  25  per  cent,  of  the  surplus  profits  which  it  shall  be 
determined  to  distribute  after  the  ordinary  shares  have  received  a  dividend  at  the 
rate  of  lYz  per  cent,  in  any  one  year,  and  also  the  right  in  a  winding  up  to  priority 
as  to  return  of  capital  and  payment  of  arrears  of  the  said  preferential  dividend 
whether  declared  or  not  up  to  the  commencement  of  the  winding  up  over  all  other 
shares  in  the  capital  for  the  time  being  of  the  Company,  together  with  25  per  cent, 
of  the  assets  remaining  after  return  of  the  Ordinary  Share  Capital,  but  do  not 
confer  any  further  right  to  participate  in  profits  or  assets. 

There  are  no  Debentures  nor  Debenture  Stock. 

ISSUE  AT  22S.  6D.  PER  SHARE  OF 
125,000  7^%   Cumulative   Participating  Preference  Shares  of  £l  each,  payable 

On   Application    2s.  6d.  per  share 

On   Allotment    10s.  per  share 

On  15th  day  of  May,  1920 10s.  per  share 

Payment  in  full  may  he  made  on  Allotment  at  a  discount  of  5  per  cent,  per 
annum. 

The  dividend  at  the  fixed  rate  of  7j/2  per  cent,  per  annum  on  the  Preference 
Shares  is  payable  half-yearly,  on  the  1st  July  and  the  1st  January  in  each  year.  The 
Preference  Shares  now  offered  will  be  entitled  to  a  full  half-year's  dividend  payable 
on  the  1st  July  next. 

The  Articles  of  Association  prevent  any  alteration  of  the  rights  of  the  Prefer- 
ence Shares  or  any  creation  of  Debentures  or  Debenture  Stock  without  the  sanction 
of  an  Extraordinary  Resolution  of  the  Preference  Shareholders. 

(Lists  are  given  here  of  the  names  and  addresses  of  the  Directors,  Bankers, 
Solicitors  [Lawyers],  Stockbrokers  acting  as  sponsors  for  the  Company  on  the 
Stock  Exchanges  of  London  and  Leeds,  the  Public  Accountants  appointed  as  Audi- 
tors, the  Secretary  of  the  Company,  and  its  registered  office.) 

PROSPECTUS 

This  Company  has  been  formed  for  the  objects  stated  in  its  Memorandum  of  Association, 
and  in  particular  to  acquire  and  take  over  as  a  going  concern  and  extend  the  business  of 
Manufacturers  of  Cotton  and  Silk  Fabrics,  including  Brocaded  Poplins,  Furnishing  Damasks, 
Coutilles,  Linings.  &c.,  carried  on  by  John  Brownhill  and  Co.,  Limited,  subsequently  referred 
to  as  "the  old  Company."  The  old  Company  was  incorporated  in  1900,  but  the  business 
then  taken  over  was  established  by  the  late  Mr.  John  Brownhill  nearly  sixty  years  ago. 

In  addition  to  a  considerable  home  and  European  trade,  a  large  export  trade  is  done  with 
the  Colonies,  South  America,  and  the  Far  East.  The  orders  in  hand  indicate  that  the  Mills  will 
be  kept  running  at  full  capacity  for  a  long  time  to  come,  and  it  is  confidently  expected  the 
Company  will  participate  in  the  great  prosperity  of  the  Textile  Trade  which  it  is  anticipated 
will  result  from  the  depletion  of  stocks  throughout  the  world.  The  experience  enjoyed  by  this 
undertaking  in  particular  markets  places  the  Company  in  an  exceptional  position  to  reap  full 
advantage  of  the  unprecedented  demand  for  its  various  classes  of  manufacture. 

The  Company  acquires  as  from  the  1st  January,  1920,  the  Freehold  Premises  known  as 
SPRINGFIELD  AND  INKERMAN  MILLS,  comprising  weaving-sheds,  warehouses,  and  the 
usual  equipment  for  the  entire  output  of  the  Company's  manufactures,  and  freehold  estates  in 
the  Parish  of  Denby,  Yorks,  approximately  79  acres,  together  with  two  residential  houses,  a 
number    of   cottages,    farm    buildings,    water   rights,    &c. 

The  purchase  includes  the  plant  and  equipment,  the  goodwill  and  the  benefit  of  all  current 
Contracts,  and  the  exclusive   right   to   use  the   name   of  the  old   Company   as   part   of  this   Com- 
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pany's  name.     The  business  is  taken  over  as  from  the   1st  January,   1920. 

All  the  Plant,  Machinery,  and  Motive  Power  are  in  first-class  condition. 
ASSETS. — The  Assets  of  the  Company  to  be  acquired  are: — 

Land,   Buildings,  Machinery,   Plant,  &c.,  as  valued  by   Messrs.  Alex- 
ander Smith  and   Sons  upon  a   moderate  going  concern   basis....      £154,355 
Stock-in-trade,  book  debts  and  cash  (less  creditors'    £80,152),  as  per 
Directors'  valuation  and  certificate  in  the  old  Company's  Balance- 

Sheet  as  at  31st  December,   1919 70,475 

Investments  at  cost    (less   reserve),   including    £20,000   War   Stock..  20,886 


£245,716 


Nothing  is  included  in  the  above  figures  for  the  valuable  goodwill  of  the  business. 

The  following  is  a  copy  of  the  Certificate  of  Valuation  by  Messrs.  Alexander  Smith  attd 
Sons : — 

COLMORE   CHAMBERS,   3,   NEWHALL-STREET,   BIRMINGHAM, 
April   6th,    1920. 
To  JOHN   BROWNHILL  AND   CO.,  LTD., 

Denby    Dale,    near    Huddersfield, 
DEAR   SIRS, 

We  have,  in  accordance  with  your  instructions,  inspected  and  valued  the  Buildings  and 
Erections,  Fixed  Plant  and  Machinery,  Fixtures  and  Fittings,  Loose  Plant  and  Tools,  at  the 
Springfield  and  Inkerman  Cotton  and  Silk  Mills,  together  with  the  Freehold  Estate,  consisting 
of  about  19  acres  of  land,  with  Mines  and  Minerals,  Farm  House  and  Farm  Buildings,  two 
large  Residences  and  eight  Cottages,  situated  at  Denby  Dale,  near  Huddersfield  (the  property 
of  Messrs.  John  Brownhill  and  Co.,  Ltd.),  and  in  our  opinion  the  value,  taken  upon  a  moderate 
current  going  concern  basis,  is  £154,355  (One  Hundred  and  Fifty-four  Thousand,  Three  Hun- 
dred  and    Fifty-five    Pounds). 

We  have  not  included  anything  in  the  above  for  the  Mines  and  Minerals,  as  the  Upper 
Coal  Measures  which  outcrop  on  the  estate  have  all  been  worked,  and  the  Lower  Measures  have 
never  been   definitely  proved,   although  there  is   little  doubt  that  they  exist. 

Yours  faithfully, 

(Signed)  ALEXANDER  SMITH  AND  SONS. 

PROFITS. — ^The    following   is   a   copy    of   a    Certificate   by    Messrs.    Armitage   and   Norton, 
Chartered  Accountants,  of  Huddersfield,  London,  and  elsewhere,  in  regard  to  the  profits  of  the 
old    Company. 
To  JOHN  BROWNHILL  AND  CO.,  LTD.. 

Denby   Dale,  near  Huddersfield. 
GENTLEMEN, 

We  certify  that  the  trading  profits  of  your  Company  for  the  four  years  ended  31st  Decem- 
ber, 1919,  after  allowing  for  depreciation  and  for  Directors'  remuneration,  but  before  deducting 
Excess  Profit  Duty  and  Income  Tax,  have  been  as  follows: — 

1916    £13,562  1918    £34,702 

1917    £31,745  1919    £82,411 

We  are.  Gentlemen, 

Yours   faithfully, 

(Signed)   ARMITAGE  AND   NORTON, 

EARLY  IN  1914  IMPORTANT  NEW  DEPARTMENTS  OF  THE  BUSINESS,  NOT 
CONNECTED  WITH  WAR  WORK,  WERE  COMMENCED.  THESE  DEPARTMENTS 
HAVE  SINCE  BEEN  EXTENSIVELY  DEVELOPED,  AND  NOW  CONSTITUTE  PER- 
MANENT  AND   PROFITABLE   SECTIONS   OF   THE   COMPANY'S  TRADE. 

War  conditions  were  unfavourable  to  the  Company's  operations,  but  the  return  to  the 
normal  has  brought  about  a  large  increase  in  the  volume  of  the  export  trade  which  is  demon- 
strated  in   the   above   figures. 

The  Company  derives  the  benefit  of  the  accrued  profits  as  from  the  1st  January  last,  and 
the  Directors  anticipate  that,  taking  into  consideration  the  orders  already  in  hand  at  re- 
munerative prices  the  profits  on  the  above  basis  for  the  first  12  months  will  amount  to  not  less 
than  the  profits  earned  for  the  year  1919.  The  Directors  see  no  reason  why  the  profits  should 
not  expand  normally  from  year  to  year. 

The  results  indicated  should  be  sufficient  to  allow  for  a  substantial  participation  dividend 
on  the  Preference  shares  in  addition  to  the  fixed  Cumulative  dividend  of  7%    per  cent. 

The  business  has  for  many  years  past  been  managed  by  Mr.  James  Brownhill,  Mr.  Norman 
Hall,  and  Mr.  Charles  Henry  Brownhill.  They  will  continue  to  give  their  services  to  the 
Company,   thereby   ensuring   continuity   in   the   direction   and    management. 

The  Preference  Shares  now  offered  for  subscription  have  been  underwritten  by  the 
H.  A.  C.  Syndicate,  Ltd.,  for  a  commission  at  the  rate  of  5  per  cent,  on  the  nominal  amount 
thereof,  and  such  commission  is  payable  by  the  Company.  Various  sub-underwriting  agree- 
ments have  been  entered  into.     The  said   Syndicate  also  agrees  to  pay  the  expenses  connected 
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with  this  issue — namely,  printing,  circulating  and  advertising  this  prospectus,  brokerage,  dealing 
with  the  allotment  and  stamping  and  issuing  the  allotment  letters  in  consideration  of  the  sum  of 
£6,250  to  be  paid  by  the  Company  to  the  Syndicate.   The  Company  will  pay  the  rest  of  the  pre- 
liminary expenses.      The  total  preliminary   expenses  are  estimated  at  about    £8,000. 
The  following  Contracts  have  been  entered  into: 

1.  Agreement  dated  ISth  April,  1920,  made  between  John  Brownhill  and  Co.,  Ltd.  (the 
old  Company),  whose  Registered  Office  is  at  Springfield  and  Inkerman  Mills,  Denby 
Dale,  near  Huddersfield,  and  Arthur  Turton,  of  the  same  address,  the  Liquidator 
thereof  (the  Vendors),  and  this  Company,  being  the  agreement  for  sale.  The  pur- 
chase price  is  £250,000,  payable  as  to  one-half  thereof  in  cash,  and  as  to  the  other 
half  thereof  is  to  be  satisfied  by  the  allotment  of  125,000  £1  Fully  Paid  Ordinary 
Shares.      Of  the  total  purchase  price  the  sum  of    £4,284  is  attributed  to   Goodwill. 

2.  Agreement  dated  15th  April,  1920,  made  between  the  Company  and  the  H.  A.  C.  Syn- 
dicate,   Ltd.,    being   the    Underwriting   Agreement. 

3.  Agreement  dated  15th  April,  1920,  made  between  the  Company  and  James  Brownhill 
as  to  management  for  a  minimum  term  of  five  years  from  the  date  of  the  incor- 
poration of  the   Company. 

4.  A  similar  Agreement  dated  15th  April,  1920,  made  between  the  Company  and  Nor- 
man   Hall. 

The  qualification  of  the  Directors  is  the  holding  of  shares  of  the  nominal  amount  of  £250, 
provided  that  the  qualification  of  the  First  Directors  shall  for  three  months  after  the  incorpora- 
tion of  the  Company  be  the  holding  of  one  share  in  the  Company. 

The   following  are  the  provisions  of  the  Articles  of  Association  as  to  the  remuneration  of 
the  Directors : — 

85. — Until  otherwise  determined  by  the  Company  in  General  Meeting,  each  Director  shall 
be  paid  out  of  the  Funds  of  the  Company  by  way  of  remuneration  for  his  services  a  sum 
calculated  at  the  rate  of  £250  per  annum,  with  an  additional  sum  at  the  rate  of  £250  per 
annum  for  the  Chairman.  The  amount  of  such  remuneration  may  be  increased  by  the 
Company  in  General  Meeting  either  permanently  or  for  a  year  or  longer  period.  Such 
remuneration  shall  be  payable  quarterly.  The  Directors  collectively,  or  any  Director  holding 
office  for  part  of  a  year,  shall  be  entitled  to  a  proportionate  part  of  such  remuneration.  The 
Directors  shall,  subject  to  the  approval  of  the  Board  of  Directors,  be  entitled  to  be  repaid 
all  travelling  and  hotel  expenses  incurred  by  them  respectively  in  or  about  the  per- 
formance of  their  duties  as  Directors,  including  their  expenses  of  travelling  to  and  from 
meetings  of  the  Company  and  of  the  Directors  and  meetings  of  Committees  of  the  Direc- 
tors. The  Directors  shall  also  be  entitled  to  be  paid  remuneration  for  any  special  services 
rendered  from  time  to  time  by  them  respectively  as  the  Board  of  Directors  from  time  to 
time  may  determine. 

105, — Xhe  remuneration  of  a  Managing  Director  or  Directors  who  is  a  Departmental 
Manager  shall  from  time  to  time  be  fixed  by  the  Directors,  and  may  be  by  way  of  salary 
or  commission  or  participation  in  profits  or  by  all  or  any  of  these  modes,  and  may  be  by 
way  of  addition  to  or  substitution  for  the  remuneration  to  which  he  would  otherwise  be 
entitled  as  a  Director  under  the  provision   of  these  Articles. 

The  Directors  may  appoint  a  Local  Director  or  Local  Manager  or  establish  Local  Ad- 
visory Boards,  or  Local  Agencies  and  may  fix  and  pay  their  remuneration.  A  Director  of 
the  Company  may  hold  office  as  Local  Director  or  Local  Manager  or  member  of  a  Local 
Advisory  Board  or  Local  Agency. 

VOTING. — The  Original  Preference  Shares  shall  not  confer  upon  the  holders  thereof 
the  right  to  receive  notice  of  or  to  attend  or  vote  at  any  General  Meeting  of  the  Company, 
unless  at  the  time  of  convening  of  the  Meeting  the  dividend  on  such  Preference  Shares 
shall  be  three  months  in  arrear  or  unless  the  business  of  the  Meeting  shall  include  a  Reso- 
lution for  reduction  of  capital  or  for  winding  up  or  a  Resolution  directly  affecting  the  rights 
or  privileges  of  the  holders  of  such  shares  and  not  similarly  afTecting  the  rights  or  privi- 
leges of  the  holders  of  shares  of  other  classes,  in  which  case  the  holders  of  such  Preference 
Shares  shall  be  entitled  to  receive  notice  of  and  to  attend  and  vote  at  the  Meeting.  For 
the  purposes  of  this  Article  the  dividends  on  the  Original  Preference  Shares  shall  be 
deemed  to  be  payable  on  the  1st  day  of  January  and  the  1st  day  of  July  in  every  year. 

The  Articles  of  Association  provide  that  for  the  purposes  of  the  Companies  (Consolida- 
tion) Act,  1908,  the  minimum  subscription  shall  be  seven  shares,  but  as  all  the  shares  now 
offered  have  been  underwritten  the  Directors  will  proceed  to  allotment  on  the  closing  of 
the    list. 

The  Directors  of  this  Company  are  all  Directors  and  Members  of  John  Brov/nhill  and 
Company,  Limited  (the  old  Company),  holding  therein  respectively  the  following  numbers 
of  fully-paid  shares  of  £10  each — namely:  James  Brownhill,  2,507  such  shares,  Norman 
Hall,  1,900  such  shares,  and  Charles  Henry  Brownhill  100  such  shares.  The  total  issued 
capital  of  the   old  Company   is   5,242   shares   of    £10   each  all   fully   paid,   James   Brownhill 
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and  Norman  Hall  each  sub-underwrite  12,500  shares  of  this  issue  for  a  commission  of  6d. 

per  share   and   an   overriding  commission   of   3d.   per   share. 

A   Copy  of  the  Memorandum   of  Association   of   the   Company   is   printed   in   the  fold   of 

this    Prospectus,   and    forms   part   thereof. 

The  above-mentioned  Contracts,  or  copies  thereof,  and  the  original  valuation  and  Certificate 
of  Profits,  and  a  print  of  the  Memorandum  and  Articles  of  Association  of  the  Company,  can  be 
inspected  at  the  Offices  of  the  Company's  Solicitors,  Messrs.  Godden  Holme,  and  Ward,  34, 
Old  Jewry,  London,  E.  C.  2,  at  any  time  between  the  hours  of  10  a.  m.  and  4  p.  m.,  on  any 
business   day  except   Saturday,   whilst   the  subscription   lists  are   open. 

Where  the  number  of  shares  allotted  is  less  than  the  number  applied  for,  the  balance  of  the 
application  money  will  be  applied  in  payment  of  the  amount  due  on  allotment,  and  any  balance 
remaining  will  be  returned.  If  no  allotment  is  made  the  application  money  will  be  returned  in 
full.  Interest  at  the  rate  of  10  per  cent,  per  annum  will  be  charged  on  all  balances  in  arrear. 
Failure  to  pay  any  instalments  will  render  previous  payments  liable  to  be  forfeited  and  the 
allotment  to  be  cancelled. 

A  brokerage  of  3d.  per  share  will  be  paid  on  allotments  made  in  respect  of  applications 
bearing  the  stamps  of  Brokers  or  Bankers. 

Applications  for  shares  must  be  made  on  the  accompanying  form  and  forwarded  with  the 
amount  due  on  application  to  THE  NATIONAL  PROVINCIAL  AND  UNION  BANK  OF 
ENGLAND,  LIMITED,  IS,  BISHOPSGATE,  LONDON,  E.  C.  2;  HUDDERSFIELD,  or 
other  BRANCHES. 

Prospectuses  and  Forms  of  Application  may  be  obtained  from  the  Compajiy's  Bankers  and 
from  its  Solicitors  or  Brokers.  17th  April,    1920. 

FORM  NO.  2 

PROSPECTUS    OF   AN    ISSUE    OF    DEBENTURES    (BONDS)    OF    AN 
EXISTING   COMPANY 

A  Copy  of  this  Prospectus  has  been  filed  with  the  Registrar  of  Joint  Stock 

Companies 

The  SUBSCRIPTION  LIST  OPENED  on  the  22nd  NOVEMBER,  1920,  and 
will  CLOSE  on  or  before  the  29th  NOVEMBER,  1920. 

Applications  from  Shareholders,  Employees,  and  Customers  of  the  Company 
will  receive   special   consideration 

Application  will  be  made  to  the  Committee  of  the  Stock  Exchange  for  special 
permission  to  deal  in  the  Stock  when  issued 

HADFIELDS  LIMITED 

(Incorporated  under   the   Companies   Acts,    1862   to    1886.) 

SHARE  CAPITAL      -      -      -  £2,500,000 
DIVIDED  INTO 

2,200,000  Ordinary  Shares  of  £1  each  £2,200,000 

AND 
30,000  4J^  per  cent.  Cumulative  Preference  Shares  of  £10  each..    £300,000 


£2,500,000 

OF  WHICH  THE  FOLLOWING  HAVE  BEEN  ISSUED  AND 
ARE  FULLY  PAID: 

30,000  4>^   PER   CENT.   CUMULATIVE   PREFERENCE 

SHARES  OF  £10  EACH    £300,000 

AND 
1,845,034  ORDINARY  SHARES  OF  £1  EACH £1,845,034 

£2,145,034 
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ISSUE  OF 
£1,000,000  7^  per  cent.  Ten- Year  First  Mortgage  Deben- 
ture Stock  at  98  per  cent.,  repayable  at  102  per  cent, 
on  the  1st  February  1931 
Interest  Payable  on  the  1st  February  and  1st  August  in  Every  Year 


WILLIAMS  DEACON'S  BANK,  LIMITED,  Sheffield,  Manchester,  London 

and  Branches,  and  the  LONDON  JOINT  CITY  &  MIDLAND  BANK, 

LIMITED,  5,  Threadneedle-street,  E.C.  3,  and  branches,  are  authorised  by 

the  Company  to  receive  applications  for  the  above  £1,000,000  IVi  per  cent. 

Ten-Year   First   Mortgage   Debenture   Stock   at  98  per  cent.,  payable  as 

follows: — 
On  Application,  10  per  cent.;  on  Allotment,  20  per  cent.;  on  12th  January,  1921, 

25  per  cent.;  on  14th  March,  1921,  25  per  cent.;  on  31st  May,  1921,  18  per 

cent. — 98  per  cent. 

Payment  in  full  may  be  made  on  Allotment  or  on  12th  January  or  14th 
March,  1921,  and  calls  paid  in  advance  will  carry  interest  at  the  full  rate  of  7>4 
per  cent. 

The  Stock  will  be  transferable  in  multiples  of  £1. 

The  Debenture  Stock  is  limited  to  a  total  issue  of  £1,000,000  and  will  be  se- 
cured by  a  trust  Deed  in  favour  of  Sir  Robert  Abbott  Hadfield,  Bart.,  and 
B.  S.  T.,  Ltd.,  constituting  the  Debenture  Stock  a  first  specific  charge  on  the 
Company's  Freehold  Land  and  Buildings,  Fixed  Plant  and  Machinery,  and  a 
floating  charge  on  the  undertakings  and  all  other  assets  of  the  Company,  and 
will  carry  interest  at  the  rate  of  7^4  per  cent,  per  annum,  payable  1st  February 
and  1st  August,  the  first  half-year's  interest  being  payable  on  the  1st  August, 
1921,  which  will  be  calculated  on  the  amount  payable  on  application  and  allot- 
ment from  the  date  of  allotment  and  on  the  remaining  instalments  from  the 
respective  due  dates  of  payment  thereof. 

The  Debenture  Stock  will  be  repayable  on  or  before  the  1st  February, 
1931,  at  102  per  cent.  By  the  Trust  Deed  the  Company  reserves  power  to  pur- 
chase the  Debenture  Stock  at  a  price  not  exceeding  102  per  cent.,  plus  accrued 
interest,  and  to  pay  off  the  whole  or  any  part  of  the  Debenture  Stock  which  may 
be  outstanding  at  any  time  at  102  per  cent,  on  any  date  fixed  for  payment  of 
interest  by  drawings  if  necessary  on  giving  six  months'  notice. 


TRUSTEES    FOR    THE    DEBENTURE    STOCKHOLDERS 
SIR    ROBERT   HADFIELD,    Bart 
B.    S.   T.,    LIMITED,    3,    Lombard-street,   E.    C.    3. 
DIRECTORS 
(Here  follows  a  list  of  the  names  and  addresses  of  the  Directors,  the  Com- 
pany's  Bankers,   Solicitors    (Lawyers),  Stockbrokers   in   London,   Shefifield  and 
Birmingham,  and  the  Public  Accountants  appointed  as  Auditors.) 

PROSPECTUS 

BUSINESS  PROPERTY  AND  ASSETS  OF  THE  COMPANY.— The  Company  owns  220 
acres  of  freehold  land  in  and  near  Sheffield,  on  about  45  of  which  are  erected  well-equipped 
works  and  buildings  constructed  in  the  main  of  iron  and  steel,  including  the  largest  Steel 
Foundries   in   Great   Britain. 

The  Company  has  a  world-wide  reputation  for  the  manufacture  of  Steel  Castings  and 
Forgings,  Manganese  Steel  Castings  and  Forgings,  and  other  Alloy  Steel  Castings  and  Forg- 
ings.  Special  Steels  for  motor-cars  and  aeroplanes.  Projectiles  and  other  War  Materials,  Crush- 
ing Machinery,  Tramway  Track  Work,   and  many  other  Steel   and   Engineering  Products. 
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The  Plant  is  capable  of  producing  from  150,000  to  200,000  tons  of  high-grade  and  Special 
Steel  per  annum,  including  the  output  by  means  of  the  Hadfield  System,  and  from  a  con- 
siderable number  of  Open-Hearth  Furnaces  (both  Acid  and  Basic  Processes),  Crucible  Steel 
Furnaces,  and   Electric   Furnaces. 

The  Plant  includes  some  300  Electric  Overhead  Steam  and  other  Cranes,  21  large  and  small 
Locomotives,  21  ^  miles  of  Railway,  about  750  Electric  Motors,  250  Heating  Furnaces,  2,000 
Machine  Tools,  and  SO  Presses,  including  Hydraulic  Forging  Presses  up  to  about  2,000  tons 
capacity. 

The  Company's  works  were  during  the  War  largely  engaged  in  the  production  of  War 
material.  Large  additional  workshops  were  then  erected,  which  are  now,  at  very  considerable 
cost,   being  adapted   and   equipped   for   peace-time  productions. 

The  property  and  assets  of  the  Company  stood  in  the  Company's  books  at  31st  December, 
1919,  the  end  of  the  last  fiscal  year  of  the   Company,   as  follows: — 

(The    details    are   given,    but    are    omitted   here.) 

Total £3.731,475     16     10 

Less  LiabiUtieB    1,377,721       1       0 

2,353,754     IS     10 
To  which  may  be  added  the  net  proceeds  of  the  present  issue,  say 910,000       0       0 

£3,263,754     15     10 

Nothing  is  included  in  the  above  figures  for  Goodwill  or  Patents. 

The  financial  policy  of  the  Company  from  its  inception  has  been  an  extremely  con- 
servative  one. 

The  freehold  land  and  buildings,  fixed  plant  and  machinery,  stand  in  the  books  of  the 
Company  at  cost  less  very  liberal  depreciation,  that  is  to  say,  much  below  pre-war  values,  and 
the  Directors  therefore  consider  that  the  real  value  of  these  assets  greatly  exceeds  the  figures 
shown  above. 

Even  on  the  above  basis  the  issue  is  covered  more  than  three  times  by  the  assets. 

OBJECTS  OF  THE  PRESENT  ISSUE.— The  proceeds  will  be  used  in  defraying  the  cost 
of  adapting  the  Works  to  post-war  conditions  including  the  completion  of  Foundries,  Forges, 
and  large  and  small  Rolling  Mills;  as  additional  Working  Capital;  and  in  extending  the  opera- 
tions of  the   Company   in   profitable  directions. 

PROFITS. — The  books  and  accounts  of  the  Company  have  been  audited  since  its  inception 
by  Messrs.  Camm,  Metcalfe,  and  Co.,  of  Sheffield,  Chartered  Accountants,  and  their  Report 
is  as  follows : — 

(Details  given  show  the  profits  of  each  year  were  from  £134,854  in  1912  to  £345,534  in 
1919,  (average  for  the  eight  years,  £344,580).  Details  are  also  given  of  the  Ordinary  Shares 
issued,  £400,000  from  1912  to  1918,  inclusive,  raised  to  £1,600.000  in  1919.  The  dividend  on 
the  Ordinary  Shares  has  been  20  per  cent,  in  1912  and  1913,  22%  per  cent,  in  1914,  25  per  cent, 
in  1915,   30  per  cent,  in   1916,   1917  and  1918,  and  10  per  cent,  in  1919. 

The  AYz  per  cent.  Preference  Shares  had  remained  at  the  same  total  amount  of  £300,000, 
and  the  dividend  had  been  fully  paid  each  year.  The  profits  named  were  after  charging  all 
expenses,  repairs  and  depreciations  and  the  payment  of  Munitions  Levy  and  Excess  Profits  tax, 
but  before  charging   the  ordinary   income  tax.) 

In  1919  the  paid-up  Ordinary  Capital  was  increased  to  £1,600,000  by: — 

(1)  The  Capitalization  of  the  Reserve  Fund  and  part  of  the  undistributed  profit,  amounting  in  all 
to  £800,000,  by  the  distribution  of  two  fully-paid  Ordinary  Shares  of  £1  each  for  every 
Ordinary  Share  held ;  and 

(2)  The  issue  of  400,000  new  Ordinary  Shares  of  £1  each  to  the  Ordinary  Shareholders  at 
30s.  per  share. 

The  additional  Capital  provided  by  the  last-mentioned  issue,  although  not  available  to  the  Com- 
pany  for  a  large  part  of  the  year   1919,  carried  the  full  rate  of  dividend  for  the  whole  of 
that  year.      The   same   remark   applies   to   the   800,000   Shares    distributed   as   above. 
It  will  be  observed  that  the  average  adjusted  Profits  for  the  eight  years  to  the  31st  Decem- 
ber,   1919,    amounted    to    a    sum   which    was   equivalent   to    four   and    a    half   times    the   amount 
required  to  pay  the  interest  on  the  issue. 

The    Directors    anticipate    that    the    amount    of    the    profits    for    the    present    year    will    be 
adversely   affected   by   the   occurrence   of   the   Moulders',    Electricians',    and   Miners'    Strikes,   and  ' 
by  reason  of  difficulties  occasioned  by  the  transformation  of  the  Works  of  the   Company   from 
a  war  basis   to   a  peace  basis. 

The  following  additional  information  is  given  in  accordance  with  the  provisions  of  the 
Companies    (Consolidation)    Act,    1908: — 

1. — In  the  year  1919  £800,000,  part  of  the  undistributed  profits  of  the  Company,  was 
capitalised  and  applied  in  paying  up  new  Ordinary  Shares  to  the  like  nominal  amount,  and 
such  new  Ordinary  Shares  were  distributed  among  the  holders  of  the  issued  Ordinary  Shares  in 
the  proportion  of  two  such  Shares  of  £1  each  credited  as  fully  paid  for  each  Ordinary  Share 
held. 
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2. — The  lollowing  Contracts  have  been  entered  into : — 

(Details  are  given  here  as  to  the  various  financing  operations  regarding  the  capital  of  the 
Company,  including  the  underwriting  of  the  present  issue  at  a  total  commission  of  iVs  per  cent.) 

3. — The  Preference  Shares  do  not  confer  any  rights  to  vote  unless  the  Meeting  is  convened 
for  reducing  the  capital  of  or  the  winding  up  of  the  Company  or  where  the  proposition  to  be 
submitted  to  the  Meeting  directly  alters  the  terms  of  any  Resolution  under  which  such  Prefer- 
ence Shares  were  created.  Subject  as  aforesaid,  each  Member  present  in  person  has  one  vote  on 
a  show  of  hands,  and  every  Member  present  in  person  or  by  proxy  has  one  vote  for  every 
Ordinary   Share  and  one  vote  for  every  ten  Preference  Shares  held   by  him. 

Applications  must  be  made  on  the  accompanying  Form  and  forwarded  to  the  Company's 
Bankers  with  cheque  for  the  application  money. 

If  any  applications  are  accepted  for  less  than  the  full  amount  of  Debenture  Stock  applied 
for,  the  surplus  paid  on  application  will  be  appropriated  towards  the  amount  payable  on  allot- 
ment, and  any  balance  will  be  returned.  Where  an  application  is  not  accepted,  the  deposit  will 
be  returned  in  full.  Failure  to  pay  any  instalment  when  due  will  render  all  amounts  previously 
paid  liable  to  forfeiture  and  the  allotment  liable  to  cancellation.  Interest  at  the  rate  of  10  per 
cent,  per  annum  will  be  charged  on  instalments  in  arrear. 

Certificates  will  be  issued  in  exchange  for  Letters  of  Allotment,  and  receipts  for  subsequent 
instalments  on  or  after  the  14th  June,   1921. 

Application  will  be  made  in  due  course  to  the  Committee  of  the  Stock  Exchange  for  an 
oliScial  quotation  for  the  Debenture  Stock  now  oflfered. 

A  Brokerage  of  10s.  per  cent,  will  be  paid  in  respect  of  acceptances  made  on  applications 
bearing  the  stamps  of  Bankers,  Brokers,  or  other  recognized  Agents. 

Copies  of  the  Memorandum  and  Articles  of  Association  of  the  Company,  the  draft  Trust 
Deed  securing  the  Debenture  Stock,  the  above-mentioned  Contracts  and  Reports,  may  be  in- 
spected at  the  Offices  of  the  Solicitors,  Messrs.  Rodgers  and  Co.,  30,  Bank-street,  Sheffield,  and 
Messrs.  Steavenson  and  Couldwell,  5,  Fenchurch-street,  London,  on  any  working  day  whilst 
the  List  is  open,  between  the  hours  of  11   a.  m.  and  4  p.  m. 

Prospectuses  and  Forms  of  Application  may  be  obtained  from  the  Bankers  of  the  Com- 
pany, or  from  the  Company,  its  Brokers,  and   Solicitors. 

19th     November,     1920. 
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FORM    3. 
THE  COMPANIES  (CONSOLIDATION)  ACT 


1908.     (SECTION  82.) 

COMPANY,  LIMITED. 

STATEMENT   IN   LIEU   OF   PROSPECTUS. 


The  nominal  capital  of  the  company     . 

£ 

Divided  into      ....... 

Shares  of  £               each. 
£ 
£ 

Names,   descriptions,   and  addresses  of   directors 
or  proposed  directors. 

Minimum    subscription    (if    any)    fixed    by    the 
Memorandum    or    Articles    of    Association    on 
which  the  company  may  proceed  to  allotment. 

Number  and  amount   of   shares  and   debentures 
agreed  to  be  issued  as  fully  or  partly  paid-up 
otherwise  than  in  cash. 

The  consideration  for  the  intended  issue  of  such 
shares  and  debentures. 

1 .  shares  of  £                fully  paid. 

2.  shares   upon   which   £ 
per  share  credited  as  paid. 

.3.             debenture                £ 
4.  Consideration. 

Names  and  addresses  of  (a)  vendors  of  property 
purchased  or  acquired,  or  proposed  to  be   (b) 
purchased  or  acquired  by  the  company. 

Amount  (in  cash,  shares,  or  debentures)  payable 
to  each  separate  vendor. 

Amount  (if  any)  paid  or  payable  (in  cash  or  shares 
or  debentures)  for  any  such  property,  specifying 
amount  (if  any)  paid  or  payable  for  goodwill. 

Total  purchase  price     .         .      £ 
Cash        ....      £ 
Shares      ....      £ 

Debentures       .          .          .      £ 

G"odwi"                                      £ 

Amount  (if  any)  paid  or  payable  as  commission 
for  subscribing  or  agreeing  to  subscribe  or  pro- 
curing or  agreeing  to  procure  subscriptions  for 
any  shares  or  debentures  in  the  company,  or 

Rate  of  the  commission       ..... 

Amount  paid. 

payable. 

Rate  per  cent. 

Estimated  amount  of  preliminary  expenses    . 

£ 

Amount    paid    or   intended    to   be    paid    to    any 

promoter. 
Consideration  for  the  payment. 

Name  of  promoter. 
Amount  £ 
Consideration — 

Dates  of,  and  parties  to,  every  material  contract 
(other  than  contracts  entered  into  in  the  ordi- 
nary course  of  the  business  intended  to  be  carried 
on  by  the  company  or  entered  into  more  than  two 
years  before  the  filing  of  this  statement). 

Time  and  place  at  which  such  contracts  or  copies 
thereof  may  be  inspected. 

Names  and  addresses  of  the  auditors  of  the  company 
(if  any). 

Full  particulars  of  the  nature  and  extent  of  the  in- 
terest of  every  director  in  the  promotion  of  or  in 
the  property  proposed  to  be  acquired  by  the  com- 
pany, or  where  the  interest  of  such  a  director  con- 
sists in  being  a  partner  in  a  firm,  the  nature  and 
extent  of  the  interest  of  the  firm,  with  a  statement 
of  all  sums  paid  or  agreed  to  be  paid  to  him  or  to 
the  firm  in  cash  or  shares,  or  otherwise,  by  any 
person  either  to  induce  him  to  become,  or  to 
qualify  him  as,  a  director,  or  otherwise  for  services 
rendered  by  him  or  by  the  firm  in  connection  with 
the  promotion  or  formation  of  the  company. 

Whether  the  Articles  contain  any  provisions  pre- 

Nature  of  the  provisions. 

eluding  holders  of  shares  or  debentures,  receiv- 
ing and  inspecting  Balance  Sheets  or  reports  of 
the  auditors  or  other  reports.  


(Signatures  of  the  persons  above-named  as  direc- 
tors or  proposed  _  directors,  or  of  their  agents 
authorized  in  writisig.) 
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Form  4 

Number  of  Certificate 

"THE  COMPANIES  ACTS,  1908  AND  1913." 

A  Companies*  Fee  Stamp  must  be  impressed  here. 
Return  of  Allotments  of  ' 

The Company,  Limited. 

made  thef day  of ,  1912. 

Made  pursuant  to  Section  88,  Sub-Section  1,  of  The  Companies 

(ConsoHdation)  Act,  1908. 
(To  be  filed  with  the  Registrar  of  Joint  Stock  Companies  with- 
in one  month  after  the  Allotment  is  made.) 

♦Number  of  the Ordinary Shares 

allotted  payable  in  Cash 

♦Number  of  the Preference Shares 

allotted  payable  in  Cash 

♦Nominal  Amount  of  the Ordinary 

Shares  so  allotted £  

♦Nominal  Amount  of  the Preference 

Shares  so  allotted £  

♦Amount  paid    or    due    and    payable    on  each 

such  Ordinary Share £  

*Amount   paid  or  due    and    payable    on    each 

such  Preference Share £   

Number  of  Shares  allotted  for  a  consideration 

other  than  Cash .  ■< 

Nominal  amount  of  the  shares  so  allotted £  

Amount  to  be  treated  as  paid  on  each  such  Share.£  

The  Consideration  for  which  such  Shares  have  been  allotted 
is  as  follows: 


♦Distinguish  between   Preference,   Ordinary,   or   other   descriptions 
of  Shares. 
TNote: — In  making  a  return  of  Allotments  it  is  to  be  noted  that: — 

1.  When  a  return  includes  several  Allotments  made  on  different 
dates,  the  dates  of  only  the  first  and  last  of  such  Allotments 
should  be  entered  at  the  top  of  this  page,  and  the  registration  of 
the  return  should  be  effected  within  one  month  of  the  first  date. 

2.  When  a  return  relates  to  one  Allotment  only,  made  on  one 
particular  date,  that  date  only  should  be  inserted  and  the  spaces 
for  the  second  date  struck  out  and  the  word  "made"  substi- 
tuted for  the  word  "from"  after  the  name  of  the  company. 
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Form  5 

The  COMPANY,  LIMITED. 

(Incorporated  under  the  Companies  Acts,  1908  and  1913.) 
Letter  of  Allotment 

No Registered  Office,  Revenue  Stamp. 

19.... 

Sir  or  Madam : 

In  accordance  with  your  application  for  Shares  in  the  above  Com- 
pany, I  beg  to  inform  you  that  the  Directors  have  allotted  you 

Shares  of   f  1   each. 

The  amount  payable  on  application  and  allotment  in  respect  of  the 
said    shares    is  £  :         : 

You  have  paid  on  application  f  :         : 


Leaving  a  balance  due  from  you  of  f 


which  sum  must  be  paid  to  the  Company's  Bankers,  The   . 

Bank,  Limited,  Street,  London,  on  or  before  the. 

instant.  Yours  faithfully, 

To 


Secretary. 

This  form  must  be  forwarded  Entire,  together  with  remittance  to  the 
Company's  Brokers. 

The    Company,    Limited. 

Banker's  Receipt. 

Received   this day   of ,    19.,.. 

from    

the  sum  of  

being per  Share  payable  on  allotment  of 

Shares  of  £ each  in  the  above  company. 

For  The   Bank,  Limited. 

[stamp] 

£  :         :  Cashier. 


This  Receipt,  when  returned  by  the  Bankers,  must  be  preserved 
and  exchanged  in  due  course  for  Share  Certificate. 

Form  6. 

The Company,  Limited. 

(Incorporated  under  the  Companies  Acts,  1908  and  1913.) 
Letter  of  Regret. 

No Registered  Office, 

,  19.... 

Sir  or  Madam : 

With  reference  to  your  application  for  Shares  in  the  above  com- 
pany, I  beg  to  inform  you  that  owing  to  the  over-subscription  of  same, 
the  Directors  regret  they  are  unable  to  make  you  any  allotment. 
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I    enclose   herewith    a   cheque    for   i  :         :  ,  being   the 

amount  deposited  by  you  on  application  for  the  said  shares,  and  shall 
be  obliged  if  you  will  kindly  sign  and  return  the  Receipt  at  the  foot  of 
ths  form.  Yours   faithfully, 

To 


Secretary. 


The Company,  Limited. 

Receipt, 

No 

Date ,19.... 

Received  of  the  above-named  Company  the  sum  of  

being   refund  of   amount  paid  on 

application  for Preference  Shares  in  the  above  Company 

not  allotted. 

Signature [stamp.] 

£  :         : 


Form  7. 

The Company,  Limited. 

(Incorporated  under  the  Companies  Act,  1908  and  1913.) 

Notice  of  Call. 

First  Call  of  per  Share  on  Preference  Shares, 

(Making   per  share  called  up.) 

No Registered  Office, 

19.,,, 

Sir  or  Madam: 

I  beg  to  give  you  notice  that  a  First  Call  of  per  share 

on  the   Shares  has  been  made  by  the  Board  of 

Directors  in  accordance  with  the  terms  of  the  Prospectus. 

The  amount  payable  by  you  in  respect  of  the shares  in 

this  company  of  which  you  are  the  registered  holder  is  £         :  :         , 

and  I  have  to  request  that  you  will  be  good  enough  to  pay  this  sum 

to  the  Company's  Bankers,  The  Bank,  Limited,  

Street,  London,  on  or  before  the instant. 

Yours  faithfully. 
To 


Secretary. 

This  form  must  be  forwarded  Entire,  together  with  remittance,  to  the 
Company's  Bankers. 

The Company,  Limited. 
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Banker's  Receipt. 

No 

Rfxeived  this   day  of   ,  19 , 

from 

the  sum  of  

being  per  share  payable  on  First  Call  on 

Shares  in  the  above  Company. 

For  The  Bank,  Limited. 

[stamp.] 

f  :         :  Cashier. 


This  Receipt,  when  returned  by  the   Bankers,  must  be  preserved  and 
exchanged  in  due  course  for  share  certificate. 

Form  8, 
No 

The Company,  Limited. 

(Incorporated  under  the  Companies  Acts,  1908  and  1913.) 
CAPITAL  £200,000 
100,000  Ordinary  Shares  of  £1  Each. 
100,000  6%   Preference  Shares  of  £1  Each. 

Share  Certificate. 

This  is  to  Certify  that 

of    

is  the  Registered  proprietor  of 6%  Preference 

Shares  of  £1  each,  numbered to 

inclusive  in  the Company,  Limited, 

subject  to  the  provisions  of  the  Memorandum  and  Articles  of 
Association  of  the  Company,  and  that  there  has  been  paid  in 
respect  of  each  of  the  .said  Shares  the  sum  of 


Given  Under  the  Common  Seal  of  the  company,  this 

day  of ,19.... 

[seal] 


Directors. 


Secretary. 

No  Transfer  of  the  above  Shares  can  be  made  without 
the  production  of  this  Certificate. 
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Form  9. 

No 

The Company,  Limited. 

(Incorporated  under  the  Companies  Acts,  1908  and  1913.) 

CAPITAL,  £200,000. 
100,000  Ordinary  Shares  of  £1  Each. 
100,000  6%  Preference  Shares  of  £1  Each. 

[stamp.] 
Share  Warrant. 
This  is  to  Certify  that  the  Bearer  of  this  Warrant  is  the 

proprietor  of fully  paid-up  6%  Preference 

Shares  of  il  each,  numbered to 

inclusive  in  the Company,  Limited, 

subject  to  the  provisions  of  the  Memorandum  and  Articles  of 
Association  of  the  Company. 

Given  Under  the  Common  Seal  of  the  company  this 
day  of ,  19.... 


[seal] 


Directors. 


Secretary. 


Form  10. 
Share  Transfer. 


I, 

[stamp.]     of   .  , 


in  consideration  of  the  sum  of, 


paid  to  me  by. 
of 


Do  Hereby  Transfer  to  the  said 

shares  of  £ each, per  share  paid, 

numbered   to inclusive,  standing  in  my 

name  in  the  books  of  the   Company, 

Limited. 

To  Hold  unto  the  said 

his  executors,  administrators,  and  assigns  subject  to  the  several 
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conditions  on  which  I  held  the  same  at  the  time  of  the  execution 

hereof.    And  I  the  said do  hereby 

agree  to  take  the  said  shares  subject  to  the  condition  aforesaid. 

As  Witness  Our  Hands  this day  of 

,  in  the  Year  of  Our  Lord,  One  thousand 

nine  hundred  and 

Signed  by  the  above-named 


Signature 


in  the  presence  of 
Witness  : 

Signature 

Address 

[seal.] 

Occupation 

Signed  by  the  above-named 

Signature 

in  the  presence  of  

Witness  : 

Signature 

Address 

[seal.] 

Occupation 

Revenue  duty  is  payable  by  impressed  stamp  according  to  value. 

Form  11. 

The Company,   Limited. 

Form  of  Application  for  First  Mortgage  Debentures. 

Issued  in   Bonds  of  £ each,  carrying  Interest  at  the 

rate  of  £ per  cent,  per  annum. 

To  the  Directors  of  the Company,  Limited. 

Gentlemen : 

Having  paid  to  the  Company's  Bankers  the  sum  of  i 

being  a  deposit  of  per  cent,  on  f First  Mortgage 

Debentures  on  the  above-named  company,  I  request  you  to  allot  me 
such  Debentures  upon  the  terms  of  the  Companys  Prospectus,  and 
I  agree  to  accept  the  same,  or  any  smaller  amount  that  may  be 
allotted  to  me,  and  I  agree  to  pay  the  further  instalments  as  provided 
by  and  at  the  dates  specified  in  the  said  Prospectus,  and  I  authorise 
you  to  register  me  as  the  holder  of  the  said  Debentures. 

•    Signature    

Name    in    full    

(State  whether  "Mr.,"  "Mrs.,"  or  "Miss,"  and  Title,  if  any.) 
Address   in    full 
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Occupation •  •  •  • 

Date „..,  19.... 

All  cheques  to  be  made  payable  to  the  Company's  Bankers.    A  sepa- 
rate cheque  must  accompany  each  separate  Application. 

This  sheet  should  be  forwarded  Entire  to  the  Company's  Bankers, 

The   • Bank,  Limited,   Street, 

London,  together  with  cheque. 

The  COMPANY,  LIMITED. 

Banker's  Receipt. 

Received  this  day  of  ,  19 , 

from 

for  the  credit  of  the Company,  Limited, 

the  sum  of  i being  a   deposit  of    

per  cent,  on  £ First  Mortgage  Debentures 

in  the  above-named  company. 

For  The Bank,  Limited 

[stamp]  • 

£  Cashier. 


This  Receipt,  when  returned  from  the  Bankers,  to  be  preserved  by 
the  Applicant  for  exchange  in  due  course  for  Debentures. 

Form  12. 

The Company,   Limited. 

(Incorporated  under  the  Companies  Acts,  1908  and  1913.) 

Issue  of  Debenture  in  Bonds  of  £100  Each,  bearing 

interest  at  i5  per  cent,  per  annum  on  the  amount  for  the  time  being 
paid  up  thereon. 

Impressed  stamp  for  duty. 

Scrip    Certificate. 

No 

This  Is  to  Certify  that 

of is  enti- 
tled, upon  payment  of  all  instalments  when  due,  and  subject  to  sur- 
rendering all  receipts  for  such  instalments,  and  also  this  Scrip  Cer- 
tificate, to Debentures  of  £ each  in  the  above- 
named  company. 

On  completion  of  the  payments  this  Certificate  is  to  be  surrendered 
to  the  company  to  be  exchanged  for  definitive  Debentures. 

This  Certificate  is  issued  subject  to  the  conditions  contained  in  this 

Prospectus  dated  the day  of 19. . . . 

Given  Under  the  Common  Seal  of  the  company  this  

day  of   ,  19.... 
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[seal] 


Directors. 


Secretary. 

N.  B. — The  instalments  paid  will  be  indorsed  on  the  back  hereof 
by  the  company  on  production  of  the  Bankers'  receipts  for  same. 

FORM  13. 

Debenture  Bond. 

The  Company,  Limited. 

(Incorporated  under  the  Companies   (Consolidation)   Act,  1908.) 

Registered  Office  :     ,  London. 

Issue  of  f First  Mortgage  Debentures, 

in    Bonds  of  £100  each, 

bearing  interest  at  the  rate  of  £5  per  cent,  per  annum. 

No £100 

Debenture. 

1.  The  Company,  Limited  (here- 
inafter called  "the  Company"),  hereby  covenants  to  pay  to  the  Regis- 
tered   Holder,   on  presentation  of  this    Debenture,   on   the    1st   day   of 

July,    19 ,  or   at  such  earlier   date  as  the  principal   moneys  hereby 

secured  shall  become  payable,  at  the  Registered  Office  of  the  Company 
or  at  their  Bankers,  the  sum  of  One  Hundred  Pounds. 

2.  The  Company  will  in  the  meantime  pay  to  the  Registered 
Holder  for  the  time  being  Interest  on  the  said  £100  at  the  rate  of  £5 
per  cent,  per  annum  bj^  equal  half-yearly  payments  on  the  30th  of 
June  and  the  31st  December  in  each  j'ear,  the  first  of  such  payments 
to  be  made  on  the  31st  December,  19 

3.  The  Company  hereby  charges,  by  way  of  floating  security,  all 
its  real  and  personal  property  (present  and  future),  its  stock-in-trade, 
goodwill,  and  all  the  undertaking,  also  its  uncalled  Capital  with  the 
payment  of  the  principal  and  interest. 

4.  The  principal  moneys  hereby  secured  shall  immediately  become 
payable  if  the  company  makes  default  for  a  period  of  one  calendar 
month  in  the  payment  of  any  interest  hereby  secured. 

5.  This  Debenture  is  one  of  a  series  of   ranking  equally, 

and    is    issued    subject    to   the   conditions    indorsed    hereon,    which   are 
deemed  to  be  part  of  it. 

Given  Under  the  Common  Seal  of  the  Company  this  

day  of   ,  19.... 

[seal] 

Directors. 

Secretary. 
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Form   14 
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FORM    15. 


Number  of  \ 
CertiflcaU    J 


"THE   COMPANIES  ACTS,    1908   AND    1913." 


FORM    E. 

As  required  by  Part  II  of  The  Companies  (Consolidation) 
Act,  1908  (Section  26). 


SUMMARY   OF   SHARE   CAPITAL   AND   SHARES 

OF 
, .  The  Company. 


Limited 

made  up  to  the day  of 192 .. . 

(Being  the  Fourteenth  Day  after  the  date  of  the  First  Ordinary  General 
Meeting  in  192.  .)• 


Nominal  Share  Capital,  £ divided  into* 

/ Ordinary  \         Shares  of  £*   \ each . 

I Preference  [  }  i each 

Total  Number  of  Shares  taken  up*  to  the day  of 192. .  T Ord. — 

(Which  number  must  agree  with  the  Total  shown  in  the  / Pref. — 

List  as  held  by  existing  Members) 

Number  of  Shares  issued  subject  to  payment  wholly  in  Cash     .  .  

Number  of  Shares  issued  as  fully  paid  up  otherwise  than  in  Cash       .  

Number  of  Shares  issued  as  partly  paid  up  to  the  extent  of 1 

per  Share  otherwise  than  in  Cash     ....../ 

tThere  has  been  called  up  on  each  of Ordinary Shares    .  

Preference "        .  


§Total  Amount  of  Calls  received,  including  Payments  on  Application 

and  Allotment        .  .  .  .  .  .  .  .  .       \  £. 

Total  Amount  (if  any)  agreed  to  be  considered  as  paid  on \ 

. . .  .Ordinary Shares  which  have  been  issued  as  fully  paid  up      \  £. 

otherwise  than  in  Cash    ........      K 

Total  Amount  (if  any)  agreed  to  be  considered  as  paid  on f 

Shares  which  have  been  issued  as  partly  paid  up  to  the  extent  of      ^  £. 
per  Share  ........      K 

Total  Amount  of  Calls  unpaid         .  .  .  .  .  .  £. 

Total  Amount  (if  any)  of  sums  paid  by  way  of  Commission  in  respect      f 
of  Shares  of  Debentures  or  allowed  by  way  of  Discount  since  the      \  £. 
date  of  last  Summary      ........      K 

Total  Amount  (if  any)  paid  on  [[ Pr</er€««.  .Shares forfeited      .         £. 

Total  Amount  of  Shares  and  Stock  for  which  Share  Warrants  to  \  Shares       £ . 
Bearer  are  outstanding   ......         /Stock         £. 

Total  Amount  of  Share  Warrants  to  Bearer  issued  and  1  Issued  £. 

surrendered  respectively  since  date  of  last  Summary  /  Surrendered  £. 

Number  of  Shares  or  Amount  of  Stock  comprised  in  \Number  of  Shares  £. 

each  Share  Warrant  to  Bearer  .  .  .  /Amount  of  Stock         £. 

Total  Amount  of  Debt  due  from  the  Company  in  respect  of  all  Mort-  \ 
gages  and  Charges  which  are  required  (or,  in  the  case  of  a  Com-  [ 
pany  registered  in  Scotland,  which,  if  the  Company  had  been  [ 
registered  in  England,  would  be  required)  to  be  registered  with 
the  Registrar  of  Companies,  or  which  would  require  registration 
if  created  after  the  First  day  of  July,  1908. .  .... 


NOTE.  {  Bankln(i  Companies  must  add  a  List  of  all  their  Places  of  Business . 

♦Where  there  are  Shares  of  different  kinds  or  amouats  {e.g..  Preference  and  Ordinary  , 

or  £10  and  £5),  state  the  numbers  and  nominal  values  separately. 

tWhere  various  amounts  have  been  called,  or  there  are  Shares  of  different  kinds 

state  them  separately. 
§  Include  what  has  been  received  on  forfeited  as  well  as  on  existing  Shares. 
II State  the  aggregate  Number  of  Shares  forfeited  (if  any). 
The  Return  must  be  signed,  at  the  End,  by  the  Manager  or  Secretary  of  the  Com- 
pany. 

Presented  for  filing  by 
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Annual  Accounts  and  Balance  Sheet  (see  Form  14) 

Table  A  of  the  Companies  (Consolidation)  Act,  1908, 
states  as  follows: — 

Accounts. 

103.  The  Directors  shall  cause  true  accounts  to  be  kept : — 

Of  the  sums  of  money  received  and  expended  by  the  company  and 
the  matters  in  respect  of  which  such  receipt  and  expenditure  takes 
place,  and 

Of  the  assets  and  liabilities  of  the  company. 

104.  The  books  of  account  shall  be  kept  at  the  registered  office  of 
the  company,  or  at  such  other  place  or  places  as  the  Directors  think  fit, 
and  shall  always  be  open  to  the  inspection  of  the  Directors. 

105.  The  Directors  shall  from  time  to  time  determine  whether  and 
to  what  extent  and  at  what  times  and  places  and  under  what  condi- 
tions or  regulations  the  accounts  and  books  of  the  company  or  any  of 
them  shall  be  open  to  the  inspection  of  members  not  being  Directors,  and 
no  member  (not  being  a  Director)  shall  have  any  right  of  inspecting 
any  account  or  book  or  document  of  the  company  except  as  conferred 
by  statute  or  authorised  by  by  the  Directors  or  by  the  company  in  gen- 
eral meeting. 

106.  Once  at  least  in  every  year  the  Directors  shall  lay  before  the 
company  in  general  meeting  a  Profit  and  Loss  Account  for  the  period 
since  the  preceding  account,  or  (in  the  case  of  the  first  account)  since 
the  incorporation  of  the  company,  made  up  to  a  date  not  more  than 
six  months  before  such  meeting. 

107.  A  Balance  Sheet  shall  be  made  out  in  every  year  and  laid 
before  the  company  in  general  meeting  made  up  to  a  date  not  more 
than  six  months  before  such  meeting.  The  Balance  Sheet  shall  be 
accompanied  by  a  report  of  the  Directors  as  to  the  state  of  the  com- 
pany's affairs,  and  the  amount  which  they  recommend  to  be  paid  by 
way  of  dividend,  and  the  amount,  if  any,  which  they  propose  to  carry 
to  a  Reserve  Fund. 

108.  A  copy  of  the  Balance  Sheet  and  Report  shall,  seven  days 
previously  to  the  meeting,  be  sent  to  the  persons  entitled  to  receive 
notices  of  general  meetings  in  the  manner  in  which  notices  are  to  be 
given  hereunder  (i.  e.,  by  post  to  their  registered  address,  or  personally, 
or  by  advertisement  in  a  newspaper). 


British  Law  of  Bankruptcies  and 
Private  Arrangements 

A  trader  who  is  insolvent  may  make  a  "private  arrange- 
ment" with  his  creditors  by  agreeing  to  pay  a  fixed  propor- 
tion of  his  debts  in  full  settlement.  This  agreement,  called 
a  "Deed  of  Arrangement,"  or  "Deed  of  Composition,"  is 
made  between  the  creditors  and  the  debtor,  and  a  Trustee 
is  appointed  to  receive  and  distribute  the  instalments  due  to 
the  creditors.  The  amount  of  this  proportionate  payment 
is  called  the  "composition."  Only  those  creditors  who  agree 
to  the  Deed  of  Arrangement  are  bound  by  it.  Any  dis- 
sentient creditors  may  present  a  petition  for  bankruptcy  if 
their  claims  amount  to  £50  or  over. 

Another  kind  of  Private  Arrangement  is  where  the 
debtor  transfers  all  his  assets  to  a  Trustee,  under  a  Deed  of 
Assignment,  so  that  they  may  be  realised ;  the  creditors 
accepting  their  shares  of  the  proceeds  as  full  settlement  of 
their  claims. 

Deeds  of  Arrangement  must  be  registered,  so  as  to  en- 
sure publicity,  and  advertised  in  the  "London  Gazette," 
which  is  the  Government  newspaper,  containing  all  legal 
notices. 

If  no  private  arrangement  is  made,  or  if  the  Agreement 
is  not  kept  by  the  debtor,  the  creditors  may  sue  the  debtor, 
and  if  the  creditor's  debt  is  over  £50  (either  separately  or 
jointly  with  another  creditor's  claim),  the  failure  to  pay  the 
debt  permits  the  creditor  to  ask  the  Bankruptcy  Court  to 
declare  ("adjudicate")  the  debtor  bankrupt,  and  to  take 
possession  of  the  debtor's  property,  so  as  to  realise  it  in 
order  to  pay  the  proceeds  to  the  creditors. 

The  Court,  in  such  cases,  makes  a  "Receiving  Order," 
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and  the  whole  of  the  debtor's  property  is  then  taken  over 
by  an  official  of  the  Court,  called  the  "Official  Receiver," 
who  acts  as  a  Trustee  for  the  creditors.  If  the  debtor  makes 
a  satisfactory  arrangement  to  pay  7s.  6d.  or  more  in  the  £, 
to  his  creditors,  (37j^  cents  in  the  dollar)  the  Receiving 
Order  will  be  cancelled,  provided  the  majority  of  the  credi- 
tors agree.  This  is  called  "an  arrangement  in  Bankruptcy." 
Otherwise,  the  debtor  will  be  "adjudicated  bankrupt," 
(legally  declared  bankrupt),  and  the  Trustee  will  realise 
all  the  debtor's  property  and  use  the  proceeds  for  the  pay- 
ment of  his  liabilities,  after  first  deducting  the  expenses, 
which  are  heavy. 

The  debtor  must  then  furnish  accounts  to  the  Trustee, 
and  must  submit  to  a  "public  examination,"  so  as  to  ascer- 
tain the  reason  for  his  failure.  The  debtor  is  questioned  by 
the  Official  Receiver  and  by  his  creditors,  and  if  his  replies 
are  unsatisfactory  the  examination  may  be  adjourned  for 
further  enquiries  to  be  made,  or  to  search  for  any  property 
which  the  bankrupt  is  suspected  to  have  concealed. 

After  the  closing  of  this  public  examination  the  debtor 
may  apply  for  his  "discharge."  This  is  to  relieve  him  from 
any  further  or  future  liability  for  those  debts.  If  the  debtor's 
property  does  not  yield  at  least  7s.  6d.  in  the  £  for  his 
creditors,  or  if  he  has  not  kept  proper  books  of  account, 
or  if  he  has  traded  imprudently,  the  Court  may  suspend  his 
discharge  for  two  years,  or  more.  A  dishonest  trader  may 
be  permanently  refused  his  discharge. 

The  effect  is  that  he  must  not  obtain  credit  for  £20 
($100)  or  over,  during  such  suspension,  without  stating  to 
the  creditor  that  he  is  an  "undischarged  bankrupt."  Fur- 
ther, any  property  he  may  acquire  during  such  time,  even 
by  his  earnings,  may  be  taken  from  him  by  the  Trustee  for 
his  previous  creditors. 

The  bankrupt  must  submit  to  the  Public  Examination 
whether  a  scheme  of  arrangement  in  bankruptcy  is  accepted 
or  not,  because,  if  the  facts  disclosed  at  the  examination 
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show  dishonesty  or  fraud,  the  debtor  will  not  be  allowed  to 
make  an  arrangement  with  his  creditors  so  as  to  escape  the 
disabilities  of  bankruptcy. 

Out  of  the  proceeds  of  the  property  realised  by  the 
Official  Receiver,  the  "preferential  creditors"  are  paid  first; 
these  are  the  claims  for  municipal  and  imperial  taxes,  rent, 
and  wages  and  salaries.  Any  balance  is  distributed  equally 
amongst  the  ordinary  creditors,  called  "unsecured  credi- 
tors," or  "trade  creditors." 

Those  creditors  who  hold  property  of  the  bankrupt,  as 
security  for  their  claims  are  called  "secured  creditors";  they 
may  realise  such  property  and  keep  the  proceeds,  after  de- 
ducting its  fair  value  from  their  debt,  claiming  for  any  bal- 
ance remaining  unpaid. 

The  accounts  prepared  in  insolvency  are  as  follows : — 
(1)  A  "Statement  of  Affairs,"  which  is  similar  to  a  balance 
sheet,  but  with  the  important  difference  that  the  assets  are 
valued  at  selling  price  for  immediate  forced  sale;  the  lia- 
bilities are  classified  according  to  the  priority  of  payment, 
the  value  of  assets  in  the  hands  of  secured  creditors  being 
deducted  from  their  accounts.  All  assets  which  are  not 
saleable  are  omitted  from  the  Statement  of  Affairs. 

If  the  trader  is  "adjudicated"  bankrupt,  a  further  state- 
ment is  prepared,  called  a  "Deficiency  Account,"  showing 
how  his  insolvency  has  occurred,  and,  showing  how  he  has 
lost  not  only  his  own  capital  but  also  part  of  the  property 
of  his  creditors. 

The  other  forms  used  in  bankruptcy  are  "Schedules" 
(lists)  of  the  various  assets  and  liabilities;  they  are  too  long 
to  be  printed  here. 

"Deferred  creditors"  in  a  bankruptcy  are  those  persons 
who  are  not  entitled  to  receive  any  payment  of  their  claims 
until  all  the  other  creditors  of  the  bankrupt  have  been  paid 
in  full,  and  also  all  expenses.  The  most  usual  classes  of 
deferred  creditors  are:      (1)   A  wife  who  lends  money  to 
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her  husband  for  use  in  his  business;  and  (2)  a  person  who 
lends  money  to  a  trader,  or  to  a  partnership,  in  considera- 
tion of  receiving  a  rate  of  interest  varying  with  the  profits. 

All  creditors  must  send  to  the  Trustee  sworn  claims  for 
their  accounts ;  these  are  called  "Proofs."  No  creditor  will 
be  paid  unless  he  "proves." 

When  a  trader  has  been  made  bankrupt  all  pending 
actions  against  him  for  debt  are  stopped,  and  he  cannot  be 
imprisoned  for  non-payment  of  judgment  debts.  (British 
lawyers  tell  the  public  that  there  is  no  imprisonment  for 
debt  in  Britain,  but  that  the  debtors  are  imprisoned  for  con- 
tempt of  Court  for  not  paying  when  ordered  by  the  Courts 
to  do  so.  However,  the  man  gets  in  jail  because  he  does  not 
pay;  over  7,000  were  imprisoned  for  this  reason  in  one  year, 
mostly  very  poor  people  who  were   least  able  to  defend 

themselves.)      The  discharge  of  a  bankrupt  releives  him  from 
all  claims  which  could  have  been  proved  in  the  bankruptcy. 

Preferred  Creditors 

The  preferential  debts  payable  in  bankruptcy  are  as 
follows: — (1)  Municipal  taxes  due  at  the  date  of  the  Re- 
ceiving Order,  but  for  not  more  than  12  months  altogether; 
(2)  All  taxes,  such  as  income  tax,  land  tax,  property  tax 
owing  for  the  taxation  year  ending  April  5th,  previous;  (3) 
wages  and  salaries  of  clerks  or  servants,  limited  to  not 
more  than  £50  ($250)  per  man  or  four  months'  wages,  due 
before  the  date  of  the  receiving  order,  and  (4)  wages  of 
labourers  or  workmen,  limited  to  £25  ($125)  per  man,  or 
not  more  than  two  months'  work  and  due  previous  to  the 
bankruptcy;  (5)  the  landlord  is  not,  strictly  speaking,  a 
preferential  creditor,  but  as  he  is  entitled  to  distrain  for 
arrears  of  not  more  than  six  months'  rent  after  the  Receiv- 
ing Order  has  been  made,  his  preference  is  very  real.  Be- 
fore the  bankruptcy  he  may  distrain  for  rent  for  any  length 
of  time. 
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Committee  of  Inspection. 

This  is  a  committee  appointed  by  the  creditors,  from 
amongst  themselves,  for  the  purpose  of  supervising  both  the 
realisation  of  the  bankrupt's  property  and  the  general  man- 
agement of  the  bankruptcy  by  the  trustee. 

The  committee  meets  periodically  and  audits  the  Trus- 
tee's trading  account  every  month  and  his  cash  account  at 
least  every  three  months.  The  Trustee  must  keep  detailed 
accounts  of  his  receipts  and  payments  in  an  "Estate  Cash 
Book,"  and  a  record,  in  a  "Record  Book,"  of  all  dealings 
with  the  bankrupt's  property,  the  settlement  of  claims  made 
by  creditors,  and  of  all  other  important  matters.  The  Trus- 
tee's accounts  must  be  sent  to  the  Board  of  Trade  every  six 
months,  for  audit;  after  such  audit  the  Board  of  Trade 
sends  a  copy  of  the  account  to  the  local  Court  which  issued 
the  Receiving  Order,  All  moneys  received  by  the  Trustee 
must  be  paid  into  the  Bank  of  England,  to  the  credit  of  the 
Board  of  Trade  Bankruptcy  Department.  All  payments  are 
made  by  cheques,  issued  by  the  Board  of  Trade  to  the 
Trustee.  On  the  realisation  of  the  assets  being  concluded, 
the  Trustee  sends  out  to  all  creditors  who  have  proved,  and 
to  the  debtor,  a  copy  of  his  Realisation  Account,  showing 
the  receipts  and  payments. 

At  the  same  time  the  Trustee  gives  notice  of  his  inten- 
tion to  apply  to  the  Board  of  Trade  for  his  "Release,"  which 
means  that  he  asks  that  his  accounts  and  the  record  of  his 
dealings  shall  be  examined,  and  that  he  shall  afterwards  be 
held  free  from  any  claims  against  him  for  his  conduct  of  the 
bankruptcy  proceedings. 

The  granting  of  the  release  discharges  him  from  liability 
to  the  creditors  and  others  and  it  closes  the  bankruptcy 
proceedings. 


BRITISH  LAW^  RELATING  TO  REAL 

ESTATE  HELD  BY  LIMITED 

COMPANIES,  ETC. 

A  limited  company  is  not  restricted  as  to  the  quantity 
of  land  it  may  acquire  for  use  in  its  business. 

There  is  no  general  system  of  recording  title  to  land  or 
mortgages  in  Great  Britain ;  ownership  is  transferred  by 
deed  and  there  are  no  public  records  of  ownership,  transfers 
or  mortgages.  Dealings  in  real  estate  are  treated  as  private 
business  transactions  of  which  the  public  has  no  right  to 
be  informed.  Mortgages  also  are  treated  as  private  deal- 
ings, only  the  lawyers  engaged,  and  the  principals,  are 
aware  of  such  transactions. 

The  only  exception  to  this  rule  is  in  the  case  of  mort- 
gages of  real  estate  or  any  other  property  created  by  lim- 
ited companies,  they  must  be  recorded  in  the  office  of  the 
Registrar  of  Joint  Stock  Companies  and  the  records  are 
open  to  public  inspection. 

The  compulsory  registration  is  intended  to  give  informa- 
tion to  creditors  and  stockholders  of  the  extent  to  which 
the  assets  of  the  company  are  pledged. 

It  is  the  custom  to  pay  rents  of  offices  and  warehouses 
quarterly,  at  the  end  of  the  period.  Rent  for  use  of  land 
is  usually  paid  half  yearly,  also  at  the  close  of  the  period. 

British  law  divides  property  into  two  kinds.  Real  prop- 
erty, or  Realty,  consisting  of  freehold  land  and  buildings, 
and  Personal  property,  or  Personalty,  which  includes  leases 
of  lands  (leaseholds)  for  any  certain  number  of  years,  and 
also  shares  in  companies,  debentures,  goods,  money,  furni- 
ture, and  other  articles  which  are  not  land  or  buildings. 

The  owner  of  land  and  buildings  sometimes  borrows 
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money  on  Mortgage,  transferring  the  ownership  of  the  prop- 
erty to  the  lender  as  security,  until  repayment. 

As  the  average  interest  payable  on  mortgages  in  Great 
Britain  is  from  4  to  5  per  cent,  while  the  income  from  rents 
averages  6  to  8  per  cent  on  the  value  of  the  property,  it 
obviously  pays  the  owner  of  property  to  borrow  on  mort- 
gage, because  he  can  invest  the  loan  in  further  properties. 
The  average  amount  of  loans  on  mortgage  is  from  half  to 
two-thirds  of  the  value  of  the  property.  There  may  be  any 
number  of  mortgages,  1st,  2nd,  3rd,  »&:c.,  taking  priority  for 
repayment  according  to  the  announced  date  of  the  loans, 
if  the  property  is  sold  in  foreclosure  proceedings. 

Where  property  is  let  as  a  whole,  the  tenant  usually  pays 
all  the  rates  and  taxes  except  Property  Tax. 

Ground  Rents  and  Chief  Rents 

Freehold  land  is  often  sold  subject  to  a  yearly  rent  pay- 
ment. Instead  of  charging  £200  for  a  plot  of  freehold  land, 
it  may  be  sold  for  ilOO,  but  subject  to  a  perpetual  chief 
rent  of  £5  per  year.  If  the  chief  rent  is  not  paid  the  person 
entitled  to  it  may  take  possession  of  the  property  and 
receive  the  rents  but  he  must  account  to  the  owner  for  all 
excess  receipts.  The  land  and  the  buildings  on  it  are  both 
security  for  the  payment  of  the  rents,  and  these  are  a 
favourite  investment.  They  are  usually  sold  at  prices  which 
yield  an  income  of  4  per  cent  to  5  per  cent.  Thus,  a  yearly 
ground  rent  or  chief  rent  of  £4,  if  very  well  secured,  will 
sell  for  "25  years'  purchase,"  that  is  25  times  the  annual 
value  of  £4,  making  £100. 

The  name  Chief  Rent  is  usually  applied  to  a  yearly 
rental  paid  by  the  owner  of  freehold  land ;  ground  rent  is 
payable  by  the  person  having  the  lease  of  leasehold  land. 

Sometimes  the  owner  of  the  land,  who  has  to  pay  a 
small  chief  rent  of  say  £4  per  annum,  sells  it  to  another  per- 
son on  condition  of  a  payment  of  £12  per  annum ;  these 
would  be  called  "1st"  and  "2nd"  chief  rents;  and  the  first 
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.buyer  would  have  £\2  to  receive  and  £4  to  pay,  his  "second 
chief"  would  be  a  net  chief  of  £8  per  annum,  which  he  could 
sell  for  about  £176. 

If  a  block  of  property  is  sublet  to  a  number  of  tenantb, 
it  is  usual  to  charge  a  rent  which  includes  rates,  and  the 
landlord  then  pays  them.  Freehold  property  is  that  in 
which  the  ownership  of  the  land  has  been  sold  to  the  holder, 
whether  subject  to  a  chief  rent  or  not. 

Leasehold  property  is  that  of  which  the  holder  is  only  a 
tenant  for  a  specified  number  of  years,  no  matter  how  long, 
even  999  years.  On  this  time  expiring  the  land  and  all 
property  built  on  it  returns  to  the  original  owner  or  his  rep- 
resentatives. Large  landowners  frequently  let  land  on 
leases  for  45  or  99  years,  and  the  right  to  the  reversion 
(recovery)  of  such  lands,  together  with  the  buildings  erected 
on  them,  is  very  valuable. 

The  tenant  who  desires  a  fresh  lease  has  to  pay  a  fine  or 
premium  on  the  lease,  proportionate  to  the  value  of  the 
building  on  the  land,  of  which  the  landlord  is  entitled  to  the 
ownership  at  the  end  of  the  lease,  even  though  built  at  the 
cost  of  the  tenant. 

Repairs  are  also  necessary  on  the  expiry  of  some  leases, 
a  condition  being  usually  stated  in  the  lease  that  all  build- 
ings erected  on  the  land  must  be  delivered  up  in  a  good 
state  of  repair  when  the  lease  ends. 

Copyhold  land  is  the  same  as  Freehold,  with  the  differ- 
ence that  the  owner  of  Freehold  land  receives  a  stamped 
parchment  certificate  as  evidence  of  the  transfer  of  the  land 
to  him,  while  a  copyholder  receives  no  document,  the  trans- 
fer being  written  on  the  rolls  of  the  Lord  of  the  Manor  and 
a  fine  or  fee  paid  on  all  transfers.  This  is  a  survival  of 
feudal  customs. 

Mortgages 

Although  a  mortgage  deed  transfers  the  ownership  of 
the  land  and/or  the  buildings  on  it  to  the  lender,  he  is  not 
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entitled  to  take  possession  of  them,  nor  to  interfere  with 
the  use  of  the  property  by  the  borrower,  so  long  as  the 
interest  on  the  loan  is  paid  and  the  principal  is  not  due  for 
repayment.  Further,  the  lender  (the  mortgagee)  is  not 
entitled  to  take  and  keep  the  property  if  the  loan  is  not 
repaid  at  the  time  agreed,  or  if  the  interest  is  in  arrear;  he 
may  enter  into  possession,  but  he  must  reserve  the  property 
for  a  certain  time,  meanwhile  being  entitled  to  receive  the 
rents  and  other  income  in  reduction  of  his  loan  and  the 
interest. 

The  original  owner  (the  mortgagor)  has  the  right  to 
recover  possession  of  his  property  on  repayment  of  the  loan 
and  expenses,  and  the  interest  due.  The  mortgagee  must 
render  an  account  of  the  receipts  and  the  outgoings,  and 
must  credit  the  mortgagor  with  the  net  income,  as  against 
his  claim  for  the  loan  and  interest. 

The  taking  possession  by  the  lender  is  called  foreclosure, 
and  if  a  third  party  is  appointed  to  receive  the  income,  and 
to  preserve  the  property  on  behalf  of  the  mortgagee,  he  is 
called  the  receiver. 

A  Legal  Mortgage  is  where  the  mortgage  has  been 
formally  executed  by  a  Deed.  An  Equitable  Mortgage  is 
where  the  title  deeds  of  property  have  been  deposited  with 
a  banker,  or  other  person,  as  security  for  a  loan.  There  is 
usually  a  memorandum  made  in  writing  stating  that  the 
deposit  of  the  Deeds  is  made  as  "Collateral"  (extra)  se- 
curity, but  the  note  in  writing  is  not  essential  because  the 
possession  of  the  Deeds  gives  the  lender  a  morgtage.  The 
property  cannot  be  sold  or  pledged  without  the  deeds  which 
give  the  title. 

The  stamp  duty  payable  on  Mortgage  Deeds  is  2s.  6d. 
per  £100,  y&th  of  1%. 

The  Equity  of  Redemption  is  the  amount  of  the  owner's 
capital  invested  in  the  mortgaged  property,  after  deduction 
of  the  money  borrowed  on  mortgage;  thus  for  property 
worth  £600,  on  which  £350  has  been  borrowed  on  mortgage. 
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the  owner's  equity  of  redemption  is  £250;  he  may  sell  this 
equity  and  then  the  buyer  takes  the  property  burdened  with 
the  debt  of  £350. 

Selling  property  subject  to  a  mortgage  is  a  common 
practice.  For  example,  a  man  may  buy  his  own  house  on 
paying  down  one-third  of  the  price,  the  other  two-thirds 
being  lent  on  mortgage  by  the  seller  or  other  persons. 
Mortgages  are  usually  granted  for  a  stated  number  of  years. 
The  lender  cannot  demand  payment  before  this  time  ex- 
pires unless  interest  is  overdue  and  unpaid  or  the  property 
is  in  danger  of  seizure  in  bankruptcy  or  liquidation  pro- 
ceedings. 

The  borrower  is  usually  permitted  to  repay  the  mort- 
gage at  any  time,  on  payment  of  six  months'  interest  as  a 
bonus  to  the  lender. 


BRITISH  LAW^  AS  TO  BILLS  OF 

EXCHANGE  AND  THEIR 

NEGOTIATION 

As  London  is  an  international  market  and  deals  in  bills 
of  exchange  of  all  nations,  the  British  laws  for  bills  of  ex- 
change are  generally  observed,  as  regards  bills  drawn  be- 
tween traders  of  different  nations. 

Cheques,  Promissory  Notes,  and  Drafts,  which  are  used 
freely  as  money  in  commerce,  are  governed  under  the 
British  law  by  the  "Bills  of  Exchange  Act,  1882."  The 
law  relating  to  them  used  to  be  in  a  very  confused  state, 
but  it  was  all  "codified";  that  is,  collected  into  this  one  Act 
of  Parliament,  which  applies  to  the  whole  of  the  United 
Kingdom  and  is  copied,  almost  exactly  in  the  laws  of  the 
other  countries  of  the  British  Empire. 

The  law  as  to  Bills  of  Exchange  is  different  to  that  re- 
lating to  ordinary  property  in  two  very  important  respects. 
First,  bills  are  a  species  of  property  which  can  be  trans- 
ferred by  the  mere  handing  over,  or  "delivery,"  with  or 
without  "endorsement"  of  the  piece  of  paper  on  which  the 
contract  to  pay  is  written. 

The  second  important  distinction  is  that,  until  the  con- 
trary is  proved,  the  law  presumes  that  value  has  been  given 
for  the  bill,  and  that  the  person  in  possession  of  the  bill  is 
Jthe  lawful  owner. 

The  law  recognises  two  kinds  of  Bills  of  Exchange,  as 
follows : — 

Promissory  Notes 

.  A  Promissory  Note  is  defined  in  the  Act  as  "an  uncon- 
ditional promise  to  pay,  in  writing,  made  by  one  person  to 
another,  signed  by  the  maker,  undertaking  to  pay  on  de- 
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mand,  or  at  a  fixed  or  determinable  future  time,  a  sum  cer- 
tain in  money  to,  or  to  the  order  of,  a  specified  person  or 
bearer."  A  promissory  note  is  not  complete  and  binding 
on  the  maker,  until  it  is  delivered  over  to  the  payee  named, 
or  to  the  bearer  intended. 

A  Bill  of  Exchange  is,  by  the  same  Act,  defined  as  "an 
unconditional  order  in  writing,  addressed  by  one  person  to 
another,  to  pay  on  demand,  or  at  a  fixed  or  determinable 
future  time,  a  sum  certain  in  money  to,  or  to  the  order  of, 
a  specified  person  or  to  bearer." 

Negotiable  Instrument 

A  Bill  of  Exchange  is  called  a  "negotiable  instrument" 
because  the  property  in  the  bill,  and  the  right  to  sue  upon 
it  for  payment,  are  transferable  by  the  mere  delivery  of  a 
bill  payable  "to  bearer,"  or  by  the  endorsement  and  delivery 
of  a  bill  payable  "to  order." 

The  Negotiation  is  the  transfer  of  a  bill,  in  such  a  man- 
ner that,  after  the  transfer,  the  person  to  whom  it  is  so 
"transferred"  is  the  "holder"  (the  possessor)  of  the  bill. 
Unless  a  bill  [or  a  cheque]  is  clearly  stated  to  be  payable 
to  a  certain  person  only,  it  is  transferable  [negotiable],  even 
though  the  words  "or  order"  are  omitted  or  struck  out. 

Endorsement 

Any  bill  or  cheque,  payable  to  a  certain  named  person, 
must  be  endorsed  by  such  person  with  the  name  as  written 
on  the  cheque  by  the  drawer,  whether  wrongly  spelt  or 
not.  The  endorser  should  first  sign  his  name  in  the  way 
shown  on  the  bill  or  cheque,  and  then,  underneath  it,  write 
his  proper  name. 

A  cheque  or  bill  payable  to  Messrs.  Jones  and  Robinson, 
could  be  endorsed  by  one  of  the  partners,  "Jones  and  Robin- 
son," or  could  be  endorsed  separately,  thus: — "Thomas 
Jones,"  "William  Robinson";  one  of  them  being  written 
under  the  other. 
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A  Cheque  or  Bill,  Payable  to  "Jay's,"  could  be  endorsed 
"Jay's." 

A  Cheque  or  Bill,  Payable  to  "Mrs.  James  Brown," 
should  be  endorsed  thus: — "Alice  Brown,  wife  (or  "widow") 
of  James  Brown." 

A  Cheque  or  Bill,  Payable  to  "Miss  Brown,"  who  is  now 
married,  should  be  endorsed  thus: — "Jane  Jones,  nee  Brown." 

An  endorsement  should  be  on  the  back,  but  it  may  be  on 
the  face  of  a  bill,  note,  or  cheque.  The  endorsement  may 
be  either  "in  blank"  or  a  "special  endorsement."  A  "blank 
endorsement"  is  merely  an  endorsement  which  specifies  no 
"endorsee,"  that  is,  which  does  not  state  who  is  to  be  the 
next  endorser  (the  holder  or  transferee)  of  the  bill  or  note. 
After  a  blank  endorsement  the  bill  becomes  payable  to 
bearer. 

A  Special  Endorsement  states  to  whom,  or  to  whose 
order,  the  bill  or  note  is  to  be  payable.  In  other  words,  it 
states  to  whom  the  bill  or  note  is  to  be  transferred  next. 
If,  for  example,  a  bill  or  note  is  payable  to  "John  Smith  or 
order,"  and  John  Smith  simply  endorses  it  by  writing  his 
name  on  the  back,  this  is  a  blank  endorsement,  and  the  bill 
is  then  transferable  by  merely  handing  it  over  (by  "de- 
livery"). But,  if  John  Smith  endorses  it  on  the  back  in  this 
way,  "Pay  Tom  Brown  or  Order,  John  Smith,"  this  is  a 
"special  endorsement,"  and  before  the  bill  can  be  again 
transferred  (negotiated)  it  must  be  endorsed  by  Tom 
Brown. 

Any  holder  of  a  bill  endorsed  in  blank  can  alter  the  en- 
dorsement to  a  "special"  one,  by  writing,  above  the  previ- 
ous endorser's  signature,  directions  to  pay  the  bill  only  to 
himself  (the  holder)  or  his  order,  or  to  some  other  person  or 
his  order.  Or,  he  can  specially  endorse  it  above  his  own 
signature. 

Persons  endorsing  bills  render  themselves  liable  to  the 
next  holder,  and  to  later  holders,  of  the  bill,  for  payment, 
if  the  bill  is  afterwards  dishonoured.     The  endorsements 
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follow,  one  below  the  other,  on  the  back  of  the  bill,  from  the 
top  downwards.  The  drawer  of  a  draft,  or  the  maker  of  a 
promissory  note  (on  dishonour)  is  responsible  to  all  the 
endorsers  for  payment;  the  first  endorser  is  liable  to  all  the 
later  ones,  and  the  last  endorser  holds  all  the  other  en- 
dorsers liable  to  him.  A  "minor,"  or  "infant"  [legally  a 
person  under  21],  endorsing  bills  or  cheques  is  not  liable  on 
same ;  but  the  next  holder  and  the  previous  holder  are  both 
liable,  and  the  transfer  by  the  minor  is  a  legal  one. 

"San  Recours"  Endorsement 

It  is  possible  to  endorse  a  bill  without  incurring  any 
responsibility  for  payment,  by  merely  adding  to  one's  en- 
dorsement the  words  "sans  recours"  or  "without  recourse 
to  me."  These  both  mean  the  same  thing,  which  is,  that 
the  endorser  will  not  be  responsible  to  later  holders  for 
payment,  in  case  of  dishonour.  Agents  usually  endorse 
bills  to  their  principals  in  this  way,  so  avoiding  responsi- 
bility. If  an  agent  endorses  or  accepts  a  bill,  in  his  prin- 
cipal's name,  without  authority,  he  is  not  liable  on  the  bill, 
but  he  is  liable  for  damages  caused  through  his  unauthorised 
use  of  his  principal's  name  on  the  bill,  as  his  endorsing  it 
is  an  implied  warranty  to  later  endorsers,  as  representing 
that  he  had  authority  to  sign  for  his  principal. 

Responsibility  for  Endorsements 

All  endorsers  guarantee  payment  of  a  cheque  or  bill  to 
subsequent  endorsers,  as  well  as  guaranteeing  that  the 
cheque  or  bill  is  genuine.  If  a  holder  transfers  the  cheque 
or  bill  without  endorsing  it,  by  simply  handing  it  over,  he 
guarantees  the  genuineness  of  it,  but  is  not  responsible  for 
payment  in  case  of  dishonour. 

Cheques 

The  general  regulations  as  to  endorsement  of  bills  apply 
also  to  cheques. 
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Forged  Endorsements 

The  person  claiming  payment  of  a  cheque  or  bill  on 
which  any  endorsement  has  been  forged,  is  not  a  "holder 
in  due  course."  He  cannot  enforce  payment,  because  he  has 
no  title  to  the  bill.  He  is  not  the  owner,  although  he  is  the 
possessor,  and  as  the  legal  term  "holder"  means  legal 
owner,  he  is  not  a  "holder."  The  ownership  of  a  bill  pay- 
able "to  order"  can  only  be  transferred  by  delivery  and 
endorsement  by  the  holder.  But  if  the  endorsement  of  a 
previous  holder  is  forged,  it  is  not  and  cannot  be  the  en- 
dorsement of  the  holder,  and  therefore  the  bill  has  not  been 
legally  transferred.  A  forged  signature,  or  endorsement,  is 
one  which  has  been  written  on  a  bill  without  the  authority 
of  the  person  whose  name  is  so  signed.  It  gives  him  no 
title  to  the  bill,  and  he  has  no  liability  on  it. 

Banker's  Responsibility  for  Endorsements 

A  banker  cannot  debit  his  customer  if  he  pays  a  bill 
on  which  the  drawer's  (his  customer's)  acceptance,  or  any 
necessary  endorsement  of  his  customer  to  complete  the 
bill,  has  been  forged ;  but  the  banker  can  recover  money  so 
paid  from  the  person  to  whom  he  paid  it,  provided  that  such 
person  has  not  dealt  with  the  money  in  the  way  of  paying 
it  over  to  other  persons,  or  parted  with  security  for  pay- 
ment of  the  bill  or  cheque,  and  provided  also  that  the  de- 
mand for  repayment  is  made  promptly. 

The  banker  is  not  responsible  if  he  pays  his  customer's 
cheques  on  which  the  endorsements  of  other  persons  [not 
his  customers]  have  been  forged,  provided  that  they  appear 
to  be  in  order. 

ESSENTIAL  DETAILS  OF  BILLS  OF  EXCHANGE 

For  a  "Bill  of  Exchange"  [a  definition  which  includes 
Promissory  Notes,  Drafts,  and  Cheques],  these  essential 
details  are  required: — 
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1.  It  must  be  dated. — If  made  payable  at  so  many  months 
or  days  "after  date,"  these  do  not  commence  to  run  off 
until  after  the  date  of  the  bill.  If  payable  "3  months  after 
notice,"  the  term  commences  on  the  date  the  payer  receives 
such  notice.  If  not  already  dated,  any  holder  can  date  it. 
The  bill  may  be  dated,  by  the  drawer,  either  backward 
("ante-dated"),  or  forward  ("post-dated"),  or  with  the  exact 
date  when  it  is  written  out. 

2.  It  must  show  when  payable. — If  no  time  of  payment 
is  stated,  as  in  the  case  of  a  cheque,  it  is  payable  "on  de- 
mand," when  demanded.  Bills  payable  "at  sight"  are  also 
payable  on  demand.  For  bills  payable  otherwise  than  "on 
demand,"  unless  otherwise  stated  in  the  bill,  three  days  of 
grace  are  added  to  the  time  of  payment  stated  in  the  bill. 
The  bill  is  then  payable  on  the  last  day  of  grace.  In  fixing 
the  day  of  actual  payment,  the  first  day  the  bill  begins 
to  run  is  not  counted,  but  the  day  of  payment  is  counted. 
Bills  falling  due  on  a  Sunday,  Good  Friday,  or  Christmas 
Day,  are  payable  on  the  preceding  business  day. 

If  "after  sight,"  it  must  be  presented,  where  payable,  for 
"sighting"  (acceptance),  when  it  will  be  marked,  for  ex- 
ample, "Sighted,  Jan.  10th,  E.  Ward."  The  signature  is  that 
of  the  person  liable  to  pay.  The  time  begins  to  run  off  from 
the  date  of  "sighting,"  or  from  the  noting  or  protest,  if  the 
person  liable  refuses  to  "sight"  the  bill. 

If  payable  so  many  days  or  months  "after  date,"  this 
means,  so  many  exact  days,  or  so  many  calendar  months 
afterwards,  calculated  from  the  date  of  the  bill,  plus  3  days 
of  grace,  for  bills  payable  in  Great  Britain. 

No  days  of  grace  are  allowed  if  a  bill  or  note  is  drawn 
or  made  payable,  or  accepted  as  payable,  on  a  certain  stated 
date ;  thus :  "Pay  to  us  or  our  order  on  10th  March,"  or  "On 
10th  March  I  promise  to  pay,"  or  "Accepted  payable,  March 
10th."  Foreign  bills,  payable  abroad,  have  no  "days  of 
grace,"  except  bills  payable  at  the  following  places:— 
Three    days.    North    America    generally,    Berlin,    Trieste, 
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Vienna,  and  Malta;  4  days,  Frankf ort-on-Main ;  5  days,  Rio 
de  Janeiro,  Brazil  generally  and  Geneva;  6  days,  Lisbon, 
Oporto,  Venice  and  Cadiz;  8  days,  Bremen;  10  days,  Bor- 
deaux and  Dantzig  12  days,  Hamburg  and  Altona;  14  days, 
Spain  [Barcelona,  Madrid,  &c.].  All  Continental  countries, 
except  Russia,  allow  2  days  within  which  protest  may  be 
made.  This  is  equivalent  to  2  days  of  grace.  Bills  payable 
in  Russia  used  to  have  10  days  of  grace.  From  January 
1st,  1903,  they  have  had  no  days  of  grace. 

The  time  a  bill  has  to  run  before  becoming  payable,  is 
called  its  "currency."  Bills  having  more  than  3  months  to 
run  are  not  easily  negotiated.  When  payable,  a  bill  is  said 
to  "mature,"  meaning  that  it  then  becomes  "ripe"  for  pay- 
ment. The  time  stated  for  payment  must  be  one  which  is 
sure  to  arrive,  and  not  stated  as  payable  on  some  occur- 
rence which  may,  or  may  not,  happen.  Overdue  bills  are 
payable  on  demand. 

3.  The  amount  must  be  stated  in  money. 

The  amount  must  be  a  "certain"  amount,  either  stated 
exactly  in  the  bill,  or  capable  of  being  calculated;  thus, 
these  would  be  "certain"  am»ounts. 

a.  "Five  hundred  pounds  five  shillings." 

b.  "Five  thousand  francs." 

c.  "Five  thousand  francs,  payable  in  London,  exchange 

as  per  endorsement." 

This  [c]  would  be  payable  in  London  in  i  s.  d.,  at  the 
rate  of  exchange  in  force  for  demand  drafts  on  the  due  date 
of  the  bill.     These  rates  are  stated  in  the  daily  newspapers. 

The  rate  for  conversion  of  the  francs  into  English  money 
would  be  endorsed  on  the  bill  at  time  of  payment. 

d.  "Five  hundred  pounds,  with  interest,  at  6  per  cent 

per  annum,  to  date  of  payment." 

A  bill  may  be  made  payable  by  instalments   [with  or 

without  interest]  ;  days  of  grace  must  be  allowed  on  each 

instalment.      The    bill    should    be    stamped    for    the    total 

amount,  but  not  including  interest,  unless  included  in  the 


516  BRITISH     SECTION 

sum  total.  [Receipts  should  be  given  for  each  instalment.] 
The  amount  must  be  stated  in  money  (either  English 
or  Foreign),  not  in  goods  or  other  property;  thus,  promising 
by  a  promissoory  note,  or  draft,  to  pay  500  bags  of  wheat 
and  £1,000  on  a  certain  date  would  be  illegal. 

4.  The  amount  must  be  payable  "unconditionally." — 
There  must  be  a  clear  promise  to  pay,  without  requiring  the 
receiver  of  the  money  to  do  any  special  thing,  beyond 
endorsing  the  bill  and  presenting  it  for  acceptance  and  pay- 
ment, in  order  to  become  entitled  to  receive  the  money. 
The  bill,  by  itself,  must  entitle  the  holder  to  receive  the 
money. 

5.  There  must  be,  in  writing,  on  the  bill  a  promise  to 
pay,  signed  by  the  drawee  (the  payer). 

The  promise  must  be  made  by  the  person  who  is  to  pay 
the  bill,  or  by  someone  authorised  by  him  to  sign  the  bill 
on  his  behalf. 

A  promissory  note  is,  in  itself,  a  promise  to  pay  by  the 
party  signing  it.  We  know  that  the  receiver  will  be  willing 
to  receive.  He  does  not  need  to  sign  the  note  to  say  so. 
The  unwilling  party  is  usually  the  payer. 

In  the  case  of  a  draft,  the  drawer  signs  it  first,  but  it  is 
not  a  complete  bill  until  the  payer  (the  accepter)  signs  it, 
to  show  that  he  is  willing  to  pay. 

If  a  draft  is  payable  "jointly"  (a  portion  of  the  amount 
each)  by  two  parties  or  more,  it  requires  signing  by  each 
party  liable,  unless  they  are  partners  in  trade,  when  the 
signature  of  one  only  binds  both.  If  payable  by  two  or 
more  parties  "severally,"  each  being  liable  for  all 
the  amount,  if  only  one  signs  the  bill  the  promise  is  com- 
plete and  binding  on  him. 

The  promise  must  be  in  writing.  It  may  be  merely  the 
signature  only  [on  a  draft],  with  or  without  any  words, 
such  as  "accepted."  It  may  be  written  on  the  bill,  by  the 
acceptor,  before  the  drawer  has  signed  it.  To  avoid  loss 
by  theft,  drafts  on  customers,  if  sent  by  mail  for  acceptance, 
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are  generally  left  unsigned  by  the  drawer  until  they  are 
returned  duly  accepted. 

A  person  on  whom  a  bill  is  drawn  may  pay  it  at  once, 
instead  of  accepting  it,  but  he  cannot  compel  the  receiver  ot 
the  money  to  allow  him  discount. 

Qualified  Acceptances 

If  a  draft  is  drawn  for  £500,  and  the  acceptor  signs  it 
thus,  "accepted  for  three  hundred  pounds  only,  A.  Brown," 
it  is  a  complete  promise  to  pay  £300.  This  would  be  called 
a  "qualified  acceptance"  of  the  draft,  as  a  "qualification"  is 
added,  the  acceptance  being  only  for  part  of  the  amount 
drawn  for. 

If  the  draft  was  drawn  payable  at  two  months  after 
date,  and  accepted  thus — "accepted  payable  three  months 
after  date,  A.  Brown,"  this  also  is  a  "qualified  acceptance," 
but  it  is  binding  on  A.  Brown  to  pay  three  months  after 
date. 

Adding  to  an  acceptance  of  a  bill  the  words  "Payable 
on  delivery  of  Bills  of  Lading"  is  a  qualified  acceptance. 
Or  the  bill  may  be  accepted  payable  at  a  different  place, 
and  nowhere  else,  or  it  may  be  made  payable  to  a  different 
person  from  that  named  on  the  bill.  All  these  are  altera- 
tions of  the  terms  as  stated  by  the  drawer.  They  are,  in 
consequence,  "qualified  acceptances." 

If  a  "qualified  acceptance"  is  given  to  a  foreign  bill,  it 
should  be  protested. 

General  Acceptance 

A  "general  acceptance"  or  a  "clean  acceptance,",  both 
mean  an  acceptance  of  a  draft  on  the  terms  stated  by  the 
drawer,  without  alteration. 

6.  It  must  state  to  whom  it  is  payable. — The  person  or 
persons  on  whom  the  bill  is  drawn,  and  the  person  or  per- 
sons to  whom  it  is  payable,  must  be  clearly  stated.  It  is  a 
sufficient  statement  if  the  bill  is  made  Payable  to  Bearer, 
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or  to  an  official,  as,  for  example,  "The  Treasurer  for  the 
time  being  of  the  Equitable  Marine  Insurance  Co,"  If  the 
person  to  whom  a  bill  is  made  payable  is  fictitious  [is  a 
"dummy"],  and  has  no  existence,  the  bill  is  payable  to 
bearer.  For  example,  cheques  drawn  payable  to  "Wages 
or  Order"  do  not  require  endorsement;  they  are  payable 

to  bearer. 

,j.  _. ,. 

Parties  to  a  Bill 

The  persons  connected  with  the  paying  and  the  receiv- 
ing of  the  bill  are  called  the  "parties  to  the  bill."  There 
are  supposed  to  be  always  three  parties  to  a  draft  or  a 
cheque,  (1)  the  person  who  orders  the  payment  (the 
"drawer"),  (2)  the  person  who  is  to  pay  (the  "drawee"), 
and  (3)  the  person  who  receives  the  amount  payable  on  the 
bill  (the  "payee").  Two  of  these  parties  may  be  the  same. 
For  example,  if  you  draw  a  cheque  payable  to  yourself, 
you  are  both  drawer  and  payee. 

If  a  bill  is  drawn  in  "a  set"  (two  or  three  copies  being 
made  of  the  same  bill,  but  only  one  stamped),  the  accept- 
ance may  be  written  on  any  of  them,  but  on  one  only.  If 
the  drawee  accepts  more  than  one  copy  of  the  bill,  he  must, 
if  they  are  negotiated,  pay  each  one  he  has  accepted,  if 
presented  for  payment  by  a  holder  for  value. 

The  "drawer"  is  the  person  who  writes  out  ["draws"] 
a  draft  or  cheque. 

The  drawee  is  the  person  on  whom  it  is  drawn,  that  is, 
the  person  who  is  ordered  to  pay.  In  the  case  of  a  cheque, 
the  drawee  is  the  banker. 

The  payee  is  the  person  to  whom  the  money  is  ordered 
to  be  paid.  This  may  be  the  drawer  himself,  or  someone 
else.  For  example,  John  Smith  may  order  his  banker,  by 
a  cheque,  to  pay  iS  ($25)  to  "self"  (to  John  Smith  himself) 
or  to  pay  £5  to  "Tom  Brown,"  a  creditor.  Or,  John  Smith 
may  draw  a  draft  on  William  Jones,  a  debtor,  ordering 
him  to  pay  the  money  either  to  "me  or  my  order,"  or  he 
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may  state,  "Pay  Robert  Robinson  or  order,"  Robinson 
being  a  creditor,  to  whom  John  Smith  wishes  to  transfer 
this  bill  as  a  payment  of  money.  The  person  for  whom 
the  bill  is  drawn  is  also  called  "the  third  account." 

The  drawer  of  a  promissory  note  is  always  called  the 
"maker."  There  is  no  drawee,  except  the  maker.  The 
payee  is  the  person  to  whom  the  promise  is  "addressed" 
(made). 

7.  The  promise  to  pay  must  be  made  by  someone  legally 
capable  of  undertaking  to  pay. 

An  infant  "or  minor"  [a  person  under  21],  cannot  be 
sued  for  payment  of  a  bill.  He  is  not  liable,  being  under 
21.  The  legal  explanation  is,  that  he  "is  not  capable  of 
making  a  contract,"  except  through  his  guardian. 

For  the  same  reason  lunatics  cannot  contract  to  pay 
bills. 

A  cashier  can  only  bind  his  employer,  by  signing 
promissory  notes,  or  accepting  or  endorsing  drafts,  on  be- 
half of  the  firm,  if  the  employer  has  specially  authorised 
him  to  do  so  by  giving  him  authority  in  writing. 

This  authorisation  is  usually  given  by  deed  and  it  en- 
titles the  one  person,  named  as  the  agent,  to  sign  bills 
and  cheques,  "per  procuration"  for  the  other.  The  words 
quoted  are  sometimes  abbreviated  to  "per  pro"  or  "p,  pn." 

If  he  has  no  authority  to  sign  for  his  employer,  he  is 
himself  liable  for  loss  or  damage  caused  through  the  non- 
payment or  through  the  payment  of  the  bills  so  signed 
by  him.  If  he  has  authority,  he  should  state  in  what 
capacity  he  signs,  as  Cashier,  Secretary,  Manager,  or 
Director,  or  per  procuration. 

One  partner  can  bind  all  his  other  partners  by  signing 
or  endorsing  bills,  if  the  firm  usually  deals  in  bills,  and  if 
he  is  not,  by  agreement,  forbidden  to  sign  them.  A  Director 
of  a  company,  or  the  Secretary  (if  authorised  to  do  so  by 
the  Directors),  can  bind  the  company  by  signing  or  endors- 
ing bills,  but  only  if  the  company  has  power  to  negotiate 
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or  sign  bills  given  to  it  by  the  Articles  of  incorporation, 
unless  it  is  a  trading  company,  when  it  is  presumed  to  have 
power  to  deal  in  bills. 

8.  There  must  be  valuable  consideration  given  for  the 
Promise  to  Pay. 

The  "consideration"  or  "value"  given  may  be  either  past 
or  present.  The  bill  or  note  may  be  either  given  to  pay 
oflF  an  old  debt,  or  to  pay  for  goods  bought,  or  for  money 
borrowed,  or  received,  at  the  date  the  bill  is  given. 

Or,  it  may  be  given  to  pay  someone  else's  debt,  or  as 
compensation  for  injury. 

A  bill  is  void,  only  as  between  the  parties  to  it,  if  given 
in  payment  of  gambling  debts  made,  or  of  a  bet  to  be 
made,  or  for  the  performance  of  any  illegal  act.  But  any 
innocent  holder,  to  whom  it  had  been  transferred  for  value, 
and  not  then  knowing  of  the  illegality  or  the  bill  or  note, 
may  enforce  payment.  The  words  "value  received,"  stated 
on  a  bill,  declare  that  value  has  been  given  for  it.  It  is 
not  necessary  to  state  this  on  bills,  called  "Inland"  bills, 
which  are  payable  in  the  country  where  they  were  drawn. 

For  Foreign  bills  this  statement  is  necessary ;  it  is  usually 
expressed  "Value  in  goods,"  or  "Value  in  account."  By 
British  law,  proof  is  not  required  that  value  has  been  given. 
The  signature  of  the  person  liable  to  pay  the  bill  is  pre- 
sumed to  prove  that. 

If  he  wishes  to  refuse  payment,  he  must  do  more  than 
prove  that  he  received  no  value.  He  must  prove  that  the 
present  holder  himself  gave  no  value  for  it.  If  the  bill 
was  first  held  by  someone  who  obtained  it  by  fraud,  or 
threats,  or  who  gave  no  value  for  it  (or  an  illegal  con- 
sideration), and  it  was  then  passed  on  to  a  second  holder, 
the  present  holder,  who  did  give  value  for  it  to  the  first 
holder,  then  the  person  liable  (the  acceptor  or  maker), 
who  agreed  to  pay  the  bill,  must  pay  the  second  holder, 
even  though  he  could  legally  refuse  to  pay  the  first  holder. 
The  reason  is  that  the  second  holder  has  given  value  for 
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it,  and  has  so  gained  a  complete  title  to  payment  from 
the  previous  holder,  who  had  either  an  imperfect  title  to 
payment  [a  "voidable  title"],  or  no  title  at  all.  The  same 
thing  would  happen  if  a  cheque  or  bill  was  stolen  and 
passed  as  money,  by  the  thief,  to  someone  who  innocently 
gave   value  for  it.     See  "not  negotiable." 

Reason  why  consideration  is  presumed  to  have  been 
given. 

In  order  to  facilitate  the  use  of  Bills  of  Exchange  as 
money,  the  law  makes  them  an  exception  to  the  general  rule 
of  law  that,  "a  consideration  must  be  shown  for  every 
agreement,  although  evidenced  in  writing." 

By  the  Bills  of  Exchange  Act,  1882,  every  person  whose 
name  is  on  a  bill  or  note  is,  by  such  signature,  presumed 
to  have  become  a  party  to  the  bill  by  reason  of  a  valuable 
consideration.  x'Xnd  every  holder  is  deemed  to  be  a  **holder 
in  due  course."  That  is  to  say,  he  is  presumed  to  have 
taken  the  bill  or  note  (complete  and  regular  on  the  face 
of  it),  1st,  before  it  became  overdue,  and  without  notice  of 
its  having  been  previously  dishonored  (if  it  had  been  dis- 
honored) ;  2nd,  that  he  took  the  bill  in  good  faith,  and  gave 
value  for  it ;  and,  3rd,  that,  at  the  time  it  was  negotiated 
to  him,  he  had  no  knowledge  of  any  defect  of  title  of  the 
person  negotiating  it  to  him. 

9.  The  Bill  must  be  stamped. 

"Sight  Drafts,"  "On  demand"  drafts,  and  cheques,  may 
be  stamped  with  impressed  or  adhesive  stamps.  [Friendly 
Societies'  cheques  need  no  stamp.]  Foreign  bills,  negoti- 
ated in  London,  require  a  special  adhesive  stamp,  called  a 
"Foreign  Bill  Stamp,"  which  must  be  affixed  on  negotiating 
them  in  Great  Britain,  and  must  be  cancelled  in  writing, 
the  date  of  cancelling  being  written  on  the  stamp. 

All  Bills  drawn  in  the  United  Kingdom  must  be  written 
on  paper  already  stamped  with  an  impressed  stamp. 
("Bills"  here  means  drafts  and  promissory  notes  payable 
at  a  future  date.) 
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SPECIAL  CUSTOMS  IN  DRAWING  BRITISH 
CHEQUES 

Bearer  and  Order  Cheques 

Cheques  may  be  made  payable  in  three  ways:  (a)  To 
"bearer,"  called  Bearer  Cheques,  which  means  to  any  one 
who  claims  the  money  and  hands  over  the  cheque;  (b)  to 
any  stated  person  "or  order,"  called  "Order  Cheques,"  in 
which  case  the  cheque  must  be  signed  on  the  back  by  the 
person  stated ;  it  can  then  either  be  collected  by  himself, 
or  his  banker,  from  the  bank  where  payable,  or,  he  may 
pass  it  on  to  someone  else,  in  payment  of  his  own  debts. 
The  second  person  can  then  collect  the  money.  Usually 
he  signs  his  name  also  on  the  back,  immediately  following 
the  first  name,  although  this  is  not  necessary ;  (c)  cheques 
"to  order"  may  be  "crossed." 

Crossed  Cheques 

A  precaution,  which  may  be  adopted  with  all  kinds  of 
cheques  except  those  payable  to  "bearer,"  is  to  cross  them. 
This  is  effected  by  drawing  two  diagonal  lines  across  the 
face  of  the  cheque,  so  making  what  is  called  a  "crossed 
cheque." 

Not  Negotiable  Cheques 

Another  way  of  making  cheques  payable,  is  to  make 
them  payable  to  a  certain  named  person,  and  to  cross 
them,  and  to  write  or  stamp  on  the  face  of  the  cheque  the 
words  "not  negotiable,"  inside  the  lines  of  the  crossing, 
which  to  a  certain  extent  limits  the  payment  to  the  person 
named  or  his   banker.      (See  illustration.) 
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An  ordinary  "Crossed  Cheque"  is  like  the  one  here 
shown,  but  the  words  "not  negotiable"  are  not  inside  the 
"crossing-."  (The  meaning  of  the  words,  "not  negotiable," 
is  explained  further  on.)  The  two  diagonal  lines  are 
called  the  "crossing."  They  may  either  be  drawn  by  the 
pen,  or  may  be  printed  by  a  rubber  stamp.  Sometimes  the 
words  "and  Co."  are  written  inside  the  crossing.  They  are 
of  no  use,  but  are  a  survival  of  the  custom  adopted  when  all 
banks  were  private  companies,  with  names  ending  in  "and 
Co.";  for  example,  Barclay,  Bevan  and  Co.  A  space  was 
left  for  the  person  receiving  the  cheque  to  fill  in  the  name 
of  his  own  banker.  The  simple  crossing  on  a  cheque, 
without  the  words  "not  negotiable,"  is  called  a  "general 
crossing."  Most  firms  cross  all  cheques  received  from 
customers  with  the  name  of  their  banker,  immediately  on 
receipt,  thus: — 

Mercantile  Bank  of  Lancashire  Limited, 
York  Street,  Manchester. 

A/c.  John  Heywood. 

This  is  called  a  "special  crossing."  The  effect  is  that 
they  can  only  be  collected  through  the  Mercantile  Bank 
of  Lancashire,  at  the  address  named,  and  they  will  be 
placed  to  the  account  of  John  Heywood  only  with  that 
Bank,  no  other  use  of  them  being  possible. 

Alterations 

Any  holder  of  a  cheque  may,  by  law,  alter  it  by  way 
of  restricting  its  payment  [making  it  safer]  ;  for  ex- 
ample, changing  a  Bearer  to  an  Order  cheque,  or  either 
of  them,  to  a  "Crossed"  cheque.  Only  the  drawer  can 
legally  alter  it  the  reverse  way,  for  instance,  "Order"  to 
"Bearer,"  and  even  then  only  by  consent  of  any  later 
holder,  if  it  has  been  "circulated,"  that  is,  been  passed 
through  the  hands  of  any  other  person  as  money.  Alter- 
ations must  be  initialled  in  the  margin,  opposite  the  altered 
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portions,  by  the  drawer  of  the  cheque,  when  making  the 
alterations. 

Cancelled  Crossing 

If  a  cheque  has  been  crossed,  the  drawer  (but  he  only) 
can  make  it  payable  "to  Order"  by  writing,  under  the 
crossing,  the  words,  "crossing  cancelled,"  adding  his  ini- 
tials. This  would  be  done  if  the  person  to  whom  the 
crossed  cheque  had  been  sent  had  no  banking  account. 

Endorsements — Liability  for 

As  already  stated,  the  banker  is  required  to  know  his 
customer's  signature,  and  if  he  pays  a  cheque  signed  with 
a  forged  signature,  he,  the  banker,  must  himself  bear  the 
loss.  He  must  also  bear  the  loss  if  the  cheque  has  been 
altered  to  a  higher  amount  ("raised")  after  it  had  been 
issued  by  the  drawer.  But,  it  would  be  impossible  for  the 
banker  to  know  the  signatures  of  all  the  persons  to  whom 
his  customers  may  give  cheques,  so  as  to  tell  whether  their 
endorsements  are  genuine  or  not.  If  he,  therefore,  sees 
that  a  cheque,  made  payable  to  a  certain  named  person,  is 
signed  on  the  back  [endorsed]  with  that  name  when  pre- 
sented for  payment,  and  is  otherwise  in  order,  and  if  there 
are  no  suspicious  circumstances  about  the  claim  for  pay- 
ment, he  must  pay  the  cheque.  He  cannot  be  held  liable 
for  any  loss  through  the  endorsement  having  been  forged, 
or  made  by  an  unauthorised  person,  unless  it  is  his  own 
customer's  [supposed]  endorsement,  although,  if  the  person 
receiving  the  money  can  be  traced,  such  person  must  re- 
fund it.  Banks  in  England  ilo  not  require  the  holder  of 
a  cheque  to  be  identified  when  claiming  payment.  Certified 
cheques  are  not  used,  Banker's  drafts  are  used  instead. 

Crossed  Cheques 

The  safest  way  of  making  out  a  cheque  is  to  cross  it. 
It  will  then  only  be  paid  by  being  placed  to  the  credit  of 
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some  person  having  a  banking  account.  Then  there  is  a 
chance  of  recovering  the  money  if  it  has  been  wrongly 
paid,  as  he  can  be  easily  traced.  The  chief  protection  is, 
that  the  cheque  will  not  be  paid  in  cash  to  any  one;  the 
person  receiving  the  money  must  be  a  customer  of  a  bank, 
and  his  banker  must  collect  the  money  for  him.  Wages 
and  salaries  are  sometimes  paid  by  crossed  cheques,  which 
the  banker  is  specially  instructed  to  pay  in  cash  on  a 
certain  date.  Crossed  cheques  are  not  used  abroad;  there- 
fore a  crossed  cheque  should  never  be  sent  to  a  foreign 
firm,  as  the  crossing  would  be  considered  as  cancelling 
the  cheque. 

A  "special  endorsement"  is  where  a  holder  of  a  cheque, 
John  Smith,  endorses  it  after  this  style  [in  the  case  of 
a  cheque  payable  to  John  Smith  or  Order]  "pay  James 
Brown,  John  Smith."  Then  James  Brown  must  next  en- 
dorse it  before  parting  with  it,  as  it  is  "specially  endorsed" 
to  him. 

A  "blank  endorsement"  is  a  simple  endorsement  [e.  g., 
"John  Smith"]  without  any  statement  of  this  kind,  as  to 
who  is  to  be  the  next  holder. 

A  "restrictive  endorsement,"  for  example,  "pay  John 
Smith  only,"  or  "pay  John  Smith,  for  collection,"  makes 
the  cheque  payable  to  John  Smith,  but  prevents  him  from 
transferring  it  to  any  other  person,  except  to  his  banker, 
for  collection.     It  restricts,  or  limits,  the  negotiation. 

Payment  of  a  Cheque 

If  the  banker  holds  sufficient  money  of  a  customer's 
in  hand,  or  has  agreed  to  give  him  a  sufficient  overdraft, 
he  must  pay  the  customer's  cheque.  This  is  providing 
that  the  cheque  is  properly  "drawn  up"  [stated],  and  if 
the  signature  is  correct  and  in  the  usual  form,  and  if  the 
banker  has  no  reason  to  believe  that  the  cheque  is  not  the 
property  of  the  person  claiming  payment,  or  that  it  has 
not  been  honestly  obtained. 
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Torn  cheques  will  not  be  paid  by  bankers.  A  new  one 
should  be  asked  for,  or  the  drawer  must  write  on  it  "pay- 
torn  cheque"  and  add  his  signature. 

Dishonouring  Cheques 

Should  the  banker  refuse  payment,  called  "dishonour- 
ing" the  cheque,  without  a  proper  cause,  he  damages  the 
credit  of  his  customer,  and  can  be  sued  by  him  for  com- 
pensation. 

Bank  Overdrafts 

Bankers  in  many  cases  allow  regular  customers  a  loan, 
called  an  "Overdraft,"  for  which  they  generally  have  some 
security,  and  on  the  amount  of  which  they  charge  interest. 
This  is  not  lent  in  cash,  but  the  banker  agrees  to  pay  his 
customer's  cheques,  up  to  a  certain  limited  amount.  Scottish 
and  Provincial  banks  charge  interest,  on  the  amount  which 
the  customer  actually  owes  them,  on  this  overdraft.  Lon- 
don banks  charge  interest  on  the  full  amount  which  they 
agree  to  lend  to  their  customer,  and  for  the  whole  time, 
whether  it  is  used  or  not. 

A  banker  allowing  a  customer  an  overdraft  is  not  en- 
titled to  refuse  to  pay  his  customer's  cheques  without  giving 
reasonable  notice,  if  they  do  not  exceed  the  limits  of  the 
credit  agreed  upon.  But  he  may  refuse  to  pay  any  cheques 
after  the  agreed  amount  is  exceeded.  Overdrafts  are  useful 
to  manufacturers  and  others  who  have  to  buy  large  quanti- 
ties of  materials  in  advance,  in  order  to  prepare  them  for 
sale  during  a  certain  season. 

"Stopping"   Cheques 

If  the  drawer  of  a  cheque  dies  or  becomes  bankrupt,  his 
banker  will  stop  payment  of  all  his  cheques.  The  drawer 
can,  at  any  time,  order  his  banker  to  stop  payment  of  any 
special  cheque  or  cheques  he  has  issued.    The  banker  must 
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do  so,  if  ordered  in  writing.  This  notice  must  be  given 
promptly,  as,  if  the  money  has  been  paid,  it  cannot  be 
recovered. 

"Stopping"  is  used  in  case  of  a  cheque  having  been  lost 
or  stolen.  Only  the  drawer  can  stop  the  payment.  If  the 
finder,  or  the  thief,  has  paid  the  cheque  over  to  someone 
else  for  goods  he  has  bought,  or  if  he  has  received  money's 
worth  for  the  cheque,  in  a  lawful  way,  the  holder  of  the 
cheque  can  insist  upon  payment  by  the  drawer.  The  fact 
that  the  cheque  has  been  previously  stolen  makes  no  differ- 
ence to  the  holder's  right  to  claim  payment.  All  he  has 
to  prove  is  that  he  gave  value,  money  or  money's  worth, 
for  the  cheque.  If  the  drawer  can  prove,  which  is  difificult, 
that  the  holder  did  not  give  value  to  the  thief,  or  to  any- 
one else,  for  the  cheque,  or  that  the  holder  knew  the 
cheque  was  stolen,  then  the  holder  cannot  compel  pay- 
ment. Accepting  the  cheque  in  payment  of  a  bet  is  not 
giving  legal  value  for  it. 

Not  Negotiable  Cheques 

By  crossing  the  cheque,  and  writing  the  words  "Not 
Negotiable"  between  the  two  lines  of  the  crossing,  the 
drawer  can  refuse  to  pay  the  holder,  if  the  cheque  had 
been  stolen  or  lost.  The  holder  would  have  then  to  prove 
that  the  person  from  whom  he  received  the  cheque  had 
received  it,  in  a  legal  manner,  from  someone  who  had  also 
legally  received  it,  directly  or  indirectly,  from  the  person 
to  whom  the  drawer  had  given  it.  The  words  "Not  Negoti- 
able" do  not  prevent  the  cheque  being  used  as  money  in 
being  endorsed  and  transferred.  They  simply  prevent  a 
holder  claiming  payment  of  the  cheque  unless  it  has  been 
honestly  and  legally  transferred  by  everyone  through  whose 
hands  it  has  passed.  (Don't  cash  these  cheques  for 
strangers.)  The  law  as  to  a  "Not  Negotiable"  cheque  is 
that  the  holder  can  have  no  better  title  to  it  than  the 
person  from  whom  he  received  it.     It  is  not  necessary  to 
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prove  that  value  has  been  given  to  the  drawer  of  a  cheque. 
Only  cheques  can  be  crossed  "Not  Negotiable,"  crossings 
are  not  allowed  for  other  bills  of  exchange. 

Post-dated  Cheques 

These  are  cheques  bearing  a  future  date.  The  drawer 
may  not  be  able  to  pay  at  the  time  he  issues  the  cheque, 
so  he  dates  the  cheque  forward  to  the  date  when  he  expects 
to  be  able  to  pay.  These  cheques  are  perfectly  legal,  but 
they  are  not  payable  before  the  exact  date  stated  on  them. 

Stale  Cheques 

If  a  cheque  is  not  presented  for  payment  within  six 
months  after  it  is  issued,  it  is  called  a  "Stale  cheque."  The 
bank  on  which  it  was  drawn  would  not  pay  it  until  after 
they  had  enquired  from  their  customer,  asking  permission 
to  pay  this  out-of-date  cheque.  By  law,  a  cheque  is  pay- 
able at  any  time  within  six  years  of  its  issue. 

Undated  Cheques 

If  a  cheque  is  received  undated,  the  holder  has  the  right 
to  insert  what  he  believes  to  be  its  true  date. 

STAMP  DUTY  ON  CHEQUES  AND  NOTES 

Cheques  pay  only  2d.  (4  cents)  duty,  whatever  the 
amount,  and  the  stamp  may  be  either  impressed  or  a 
postage  stamp  gummed  on  the  cheque. 

Promissory  Notes  pay  duty,  ad  valorem  [in  proportion 
to  the  amount  named  on  them],  and  the  stamp  must  be 
impressed  (embossed)  on  the  Note,  before  it  is  written 
out  complete.  It  cannot  be  stamped  [nor  can  a  "draft"] 
after  it  is  signed.  If  the  Note  is  issued  after  it  has  been 
drawn  on  stamped  paper  bearing  a  stamp  of  too  small  an 
amount,  the  Note  is  void.  It  cannot,  after  completion,  be 
stamped  with  the  additional  amount,  but  it  may  be  stamped 
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with  the  extra  duty  before  it  is  completed,  that  is,  before 
it  is  signed  or  issued. 

The  stamp  duties  on  all  Promissory  Notes  and  Bills, 
drawn  in  the  United  Kingdom,  or  payable  there,  whether 
Inland  bills  or  Foreign  bills,  are  stated  below.  Bills  pay- 
able on  demand,  or  at  sight,  including  cheques,  need  only 
a  2d.  adhesive  stamp.  Bills  payable  not  more  than  three 
days  after  sight  also  need  only  a  2d.  adhesive  stamp,  not 
an  ad  valorem  impressed  stamp.  All  Promissory  Notes, 
whether  payable  on  demand  or  after  date,  must  be  stamped 
ad  valorem,  with  an  impressed  stamp.  All  other  Bills  and 
Notes  must  bear  ad  valorem  (according  to  value)  stamps. 
If  payable  "with  interest  to  date  of  payment,"  the  stamp 
need  only  cover  the  amount  of  the  principal;  no  additional 
duty  is  payable. 

Stamp  Duties  on  Bills  and  Notes  payable  at  future  dates. 

s.  d.  c. 

Amount  not  exceeding  £10 0  2  4 

Exceeding  ilO,  but  not  exceeding  £25 0  3  6 

25,     "     "          "            50 0  6  12 

50,     "    "          "            75 0  9  18 

75,     "    "          "          100 1  0  24 

For  each  £100  above  the  first  £100,  or  for 

any  proportion   [fraction]   of  £100 1  0  24 

Bills  drawn  in  the  Channel  Islands  and  the  Isle  of  Man 
are,  for  Stamp  Duties  only,  treated  as  Foreign  bills. 

Protests  have  also  to  be  stamped.  If  the  stamp  duty 
on  the  Bill  or  Note  is  Is.  or  over,  the  protest  must  be 
stamped  with  a  Is.  stamp.  If  the  bill  stamp  is  under  Is., 
the  protest  is  to  bear  the  same  value  of  stamp. 

On  Foreign  Promissory  Notes  and  Bills,  both  drawn 
abroad  and  payable  abroad,  but  negotiated  in  Britain,  the 
stamp  duty  is  6d.  for  amounts  over  £50  and  under  £100 
and  6d.  for  every  further  £100  or  fraction  of  £100.    If  negoti- 
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ated  here  they  must  be  stamped  with  an  adhesive  stamp, 
a  special  one,  called  a  "Foreign  Bill  Stamp,"  which  must 
be  cancelled  by  writing  over  it  the  date  and  initials  or 
name.  Foreign  cheques,  cashed  in  Britain,  require  a  2d. 
adhesive  stamp. 

All  other  Foreign  bills  pay  ad  valorem  duty,  but  on 
being  negotiated  in  Britain  a  Foreign  bill  stamp  [adhesive] 
is  placed  on  them  and  cancelled  in  writing,  the  date  being 
written  across  the  stamp. 

Spoiled  Stamps 

If  a  stamped  bill  form  is  spoiled  or  cancelled  before 
issue  [before  acceptance  or  presentation  for  acceptance], 
the  value  of  the  stamp  can  be  recovered  within  six  months 
of  the  date  of  the  bill.  The  whole  bill  or  note  should  be 
taken  to  the  nearest  Inland  Revenue  Office  and  handed 
over  with  an  application  form  for  the  repayment  of  the 
amount  of  the  stamp. 

After  about  three  weeks  the  amount  will  be  refunded 
in  stamps,  not  cash,  on  production  of  a  voucher  given  by 
the  Inland  Revenue  officials  at  the  time  the  spoiled  bills, 
notes,  or  cheques  were  handed  over.  The  whole  bill,  etc., 
must  be  delivered  up,  not  a  torn-off  portion  of  it. 


British  Stamp  Duties,  1920-1921 

CHANGES  IN  STAMP  DUTIES  FOR 
1920-1921 

(1).  Stamp  Duty  Increased  from  Id.  to  2d.  On  receipts 
for  £2  or  over,  and  on  scrip  certificates. 

(2).  Stamp  Duty  Increased  from  Id.  to  6d.  On  acci- 
dent and  indemnity  policies. 

(3).  Stamp  Duty  Increased  on  Marine  Insurance  Poli- 
cies: 

New  rates  (voyage)  :  New  duty. 

Sum  insured  not  over  i250 3d.     (6c.) 

Exceeding-  £250;  not  exceeding  iSOO.  ...  6d. 
iSOO;     "  '*  £750...  9d. 

£750;     "  "        £1,000...   1/- (24c.) 

Over  £1,000,  for  each  £500  or  fraction. .   6d. 

Time : 

Not  over  six  months;  three  times  the  amount  for  voyage 
policy  exceeding  six  months. 

Not  over  twelve  months,  six  times  the  amount  for 
voyage  policy. 

(4).    Stamp  Duty  Doubled  on: 

(a)  Transfers  of  stocks  and  marketable  securities; 

(b)  Transfers  of  certain  Colonial  and  foreign  securi- 
ties (composition  for  stamp  duty)  ; 

(c)  Marketable  securities,  transferable  by  delivery. 
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(5).    Stamp  Duty  Quadrupled  on : 

Statements  as  to  capital  of  limited  companies  and 
limited  partnerships,  filed  at  incorporation; 
Increased  from  5/-  per  £100 
To  £1      per  ilOO 

(6).     Stamp  Duty  Reduced: 

On  transfers  of  stocks  and  marketable  securities 
made  to  stockbrokers,  for  the  purpose  of  again 
transferring  them  to  a  purchaser; 

Maximum  Duty  is  Now  10/-. 

The  stockbroker  must  declare  that  the  transfer  is 
made  to  him  for  the  purpose  of  re-transfer.    He 

must  also  funish  a  certificate  (after  two  months 
from  the  date  of  transfer  to  him),  showing-  what 
disposition  has  been  made  of  the  stocks  or  securi- 
ties, how  much  has  been  transferred,  and  what 

remains  in  his  name. 

Stamping  Foreign  Securities: 

Exchange  rates  for  calculation  of  stamp  duty,  adopt- 
ed by  the  British  Inland  Revenue  Department, 
Aug.  3,  1920:— 

U.  S.  Gold  dollars 4  to  £1 

Japanese  yen    8 

Netherland  (florins)    11 

(guilders)    11 

(gulden)    11 

Indian  rupees 10 

German  marks   150 

French  and  Belgian  francs 50 

Swiss  francs   22 

Italian  lire  66 

Affidavit  and   statutory  declaration 2s.  6d,   (60c.) 

Agreement  under  hand    6d.   (12c.) 
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Agreement  under  seal 10s.  Od.  ($2.50) 

Allotment  letter,  or  letter  of  renunciation, 

where  par  value  of  shares  is  not  more 

than  £5   Id.     (2c.) 

Over  £5   6d. 

Bank  cheques   2d. 

Inland  Bills  of  Exchange,  at  sight,  or  within 

three  days  after  date  or  after  sight 2d. 

Foreign  Bills  of  Exchange  negotiated  in  the  United 

Kingdom,  over  i50  and  not  over  ilOO 6d. 

over  ilOO,  for  each  £100  or  fraction  of 
ilOO 6d. 

(Only  one  bill  out  of  a  set  of  three  need  be  stamped.) 

Bills  of  Exchange  and  Promissory   Notes  payable 
at  future  dates : 

Not  exceeding  £10,  £25,  £50,  £75,  £100 
2d.    3d.    6d.    9d.     1/- 
and  for  each  further  £100,  or  fraction 6d. 

Bill  of  Lading 6d. 

Capital  of  Limited  Companies,  for  every  £100  or  frac- 
tion    £1 

(Increased  from  5/-  per  £100,  as  from  20th  April,  1920.) 

Charter    Party 6d. 

Cheques  or  drafts  payable  on  demand 2d. 

Colonial    Stock,    Composition   for   stamp    duty;   on 
Canadian    or    Colonial    stock,    inscribed    in    the 

U.  K.,  for  every  £10  or  fraction 2s.  6d. 

Where    the   period    of    redemption    exceeds    60 
years  but  is  not  over  100  years,  there  must  be 

added  for  each  £10  or  fraction 6d. 

Where  redemption  date  is  over  100  years,  add 
(instead  of  6d.)    Is.  Od. 
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Companies  having  a  share  capital: 

Capital  duty  per  ilOO £i 

(Increased  from  5/-  per  £100,  from  20th  April,  1920). 
Where  nominal  capital  does  not  exceed  i2,000,  duty         £2 

exceeds  £2,000,  up  to  £5,000 

£1  per   £1,000 

"       over  £5,000,  not  over  ilOO,- 

000,  5/-  per £1,000 

"       over    £100,000,    (after    first 

£100,000),  1/-  per £1,000 

Memorandum  of  Association — Deed  stamp.  10s.  Od. ($2.50) 

Articles  of  Association — Deed  stamp 10s.  Od. 

Fee  stamp 5s.  Od. 

Registration  of  any  other  document 5s.  Od. 

Capital :    Registration  of  increase  of  capital,  duty  £1 

per   £100 

Share  Warrants:     £1/10/-  per  £100  nominal   (par) 
value. 

Foreign  and  Colonial  warrants 

negotiated  in  U.  K.,  2/6d.  per         £10 

Letters  of  Allotment;  up  to  £5,  Id.;  over  £5, 6d. 

Scrip  certificates 2d. 

Proxies,  for  First   Meeting Id.  (2  cents) 

for   General    Meeting 10/-  ($2.50) 

Power    of    Attorney 10/- 

Share  certificates,  no  stamp  duty  payable  on  issue 
Debentures,  (see  marketable  securities). 

Contract  Notes  of  Stockbrokers: 
Consideration  over: 

£5     100       500     1,000     1,500    2,500    5,000      7,500 
Not  exceeding : 

£100    500     1,000     1,500    2,500    5,000    7,500     10,000 
Duty : 
6d.     1/-      2/^       3/-      4/-       6/-       8/-      10/- 
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Contract  Notes  of  Brokers  (continued) 

Consideration  over : 


£10,000        12,500 

15,000 

17,500 

Not  exceeding: 

£12,500        15,000 

17,500 

20,000  over  £20,000 

Duty : 

12/-            14/- 

16/- 

18/-             £1 

Half  the  above  rates  on  option  contracts. 
Double  option  is  charged  as  two  options,  that  is,  at  the 
full  rate,  as  above. 

Conveyance  or  transfer,  whether  for  sale  or  otherwise : 

Bank  of  England  Stock 7s.  9d. 

Canadian  Government  Stock,  per  £100  or  frac- 
tion  2s.  6d. 

Conveyance  or  sale  of  property — 

Over    £5         10         15        20 

Not  over) £5         10        15        20        25 

Duty 6d.       1/-      1/6      2/-      2/6 

For  every  additional  £25  up  to  £300 2/6 

For  every  additional  £50  over  £300 5/- 

Conveyances  not  otherwise  charged 10/- 

Letters  of  Credit,  if  granted  in  the  U.  K.,  authorising  drafts 

to  be  drawn  out  of  the  U.  K.,  but  payable  in  the  U.  K., 

no  duty. 
Debenture.     (See  Mortgage  and  marketable  securities.) 
Declaration  of  Trust,  as  regards  property,  10/-. 
Declaration,  Statutory.     (See  Affidavit.) 
Deed   (not  otherwise  described),  10/-. 
Deeds  of  Arrangement,  per  £100  or  fraction,  1/-. 
Dock  Warrant,  3d. 
Foreign  or  Colonial  Share  Warrant  or  Bearer  Certificate, 

per  £10  or  fraction,  4/-; 

Every  instrument  payable  to  bearer,  per  £25,  3d. 
Guarantee:     If  an  agreement  under  hand,  6d. 

If  under  Seal,  10/-, 
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Letters,  forming  an  agreement,  any  one  of  them  may  be 
stamped,  6d. 

Letters  of  Allotment  or  Renunciation.     (See  Allotment.) 

Letters  of  Credit.     (See  Bills  of  Exchange.) 

Limited  Partnership,  for  every  £100  contributed  by  the  lim- 
ited partners,  £1. 

Marketable  Security.     (Stocks  and  Bonds.) 

Registered  Colonial — 

Sale  of  (see  Conveyance). 
Mortgage  of  (see  Mortgage). 
Any  other  easel  than  sale  or  mortgage 
stamp,  10/-. 
Not  Colonial — 

Any  other  marketable  security  transferable 
by  delivery,  per  £10,  stamp,  2s.  6d. 
If    repayable    within    3    years    from    issue, 
(short  time  notes,)  3d.  per  £10  (6c.  per  $50). 
If  repayable  within  1  year,  6d.  per  £10. 
Colonial  Foreign  Bonds  or  Stocks  to  Bearer,  per  £10  or 
fraction,  2/Od. 
Other  instruments  to  bearer,  per  £25,  3d. 

Memorandum  of  Association.     (See  Companies.) 

Mortgages  of  Property,  &c.  (other  than  marketable  securi- 
ties.) 

Over  ...     £10      25         50 

Not  over     £10      25       50       100 
Duty  3d.       8d.     1/3       2'6 

For  every  £100  over  £300,  2/6. 
Substituted  security,  per  £100,  6d. 

Equitable  mortgage,  under  hand,  with  the  deposit  of  deeds, 
(but  not  of  marketable  security)  per  £100,  1/-. 
Transfer  of  mortgage,  per  £100,  6d. 
Re-conveyances,  or  discharges  of  mortgages,  per  £100,  6d. 


100 

150 

200 

250 

150 

200 

250 

300 

3/9 

5/- 

(>/l 

7/'6 
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Mortgage  of  Stock,  or  marketable  security.     (See  "agree- 
ment.") 
Negotiable  instruments.      (See  "Bills  of  Exchange.") 
Notarial  act  of  any  kind    (except  protest  of  Bills  of  Ex- 
change or  Promissory  Notes).     1/-. 
Partnership : 

Articles  of,  under  hand,  6d. 

Articles  of,  under  seal,  10/-. 

Articles  of  Limited  Partnership,  per  £100  of  the  amounts 

contributed  by  the  limited  partners,  £1. 
Dissolution  of  partnership  by  deed:    where  the  retiring 
partner   conveys   his   interest   to   the   other   partners: 
(charged  stamp  duty  as  for  a  conveyance;  see  "Con- 
veyance"). 
Conversion  of  partnership  into  a  company. 
The  Deed  by  which  the  partners  convey  the  property  to 
the  company  is  charged  as  a  Conveyance. 
Passport:  6d. 

Procuration  Deed  (Power  of  Attorney)  :    10/-. 
Promissory  Note.     (See  Bills  of  Exchange), 
Protest:     (a)  Where  the  duty  on  the  bill  or  note  does  not 
exceed    1/-,   the   protest   stamp   duty   is   the 
same  amount, 
(b)   In  any  other  case,   1/-. 
Proxy:      (a)  For  one  meeting,  Id. 

(b)  To  vote  at  more  than  one  meeting,  (same  as 
Power  of  Attorney),  10/-. 
Receipt:     For  £2  or  over,  2d. 
Redeemed  Debentures  treated  as  issue  of  new  debentures. 

(See  "Debentures.") 
Renunciation,  letter  of;  stock  of  under  £S,  Id.;  over  £5,  6d. 
Scrip  Certificate:    Id.  for  £5  or  less,  6d.  for  over  £5. 
Security  to  Bearer.     (See  "Marketable  Security.") 
Share  Certificate — 
British,  Nil. 
Foreign  and  Colonial.     (See  "Marketable  Securities.") 
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Share  Warrants  and  Stock  Certificates  to  Bearer. 

These  are  chargeable,  at  the  time  of  issue,  with  three 
times  the  duty  which  would  be  charged  on  a  transfer 
of  the  same  amount  of  a  registered  certificate. 
Statutory  Declaration,  2s.  6d. 

Stock  Certificate  to  Bearer,     (See  "Share  Certificate.") 
Substituted  security.     (See  "Marketable  Securities.") 
Trust  Deed  for  securing    Debentures,    charged    with  ad 

valorem  mortgage  duty  on  the  amount  of  intended  issue. 
Voting  power.     (See  "Proxies.") 


London  Stock  Exchange 

The  Present  Stock  Exchange — Building  and  Member- 
ship. The  first  building  erected  specially  for  the  London 
Stock  Exchange  was  in  Capel  Court,  on  the  site  of  the 
house  of  a  former  Lord  Mayor,  William  Capel.  This 
building  was  begun  in  1801  and  was  completed  in  1802.  It 
still  forms  part  of  the  Stock  Exchange,  and  is  the  portion 
used  for  dealings  in  British  Government  bonds. 

The  members  at  that  time  numbered  500.  In  1854  the 
building  was  extended  to  accommodate  another  1,500  mem- 
bers. In  1881  another  extension  was  necessary  to  accom- 
modate an  additional  1,500  members. 

At  present  the  membership  is  about  4,000. 

The  building  belongs  to  a  private  stock  corporation, 
which  rents  the  Stock  Exchange  hall  and  offices  to  the 
Stock  Exchange  committee  but  has  no  connection  with  the 
management  of  the  Stock  Exchange  business. 

The  capital  of  the  building  company  is  £400,000  ($2,- 
000,000)  in  20,000  shares  of  £20  ($100)  each,  of  which  £12 
($60)   is  paid  in. 

The  liability  of  the  stockholders  is  unlimited.  The 
dividends  average  75%.  Only  members  of  the  Stock  Ex- 
change may  hold  the  shares.  Originally,  each  member  was 
compelled  to  buy  one  share  or  more  but  this  is  not  now 
required;  the  shares  are  difficult  to  obtain. 

There  is  also  an  issue  of  £250,000  of  3^2%  mortgage 
bonds,  redeemable  in  1928,  which  were  issued  to  members 
and  to  the  public. 

The  present  Stock  Exchange  building  is  in  the  block 
next  to  the  Bank  of  England.  It  has  entrances  on  two 
streets — Old  Broad  Street  and  Throgmorton  Street.  The 
building  is  generally  called  "the  House."     On  the  floor  is 
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called  "on  'Change."  The  nickname  for  the  House  is 
"Gorgonzola  Hall/'  this  referring  to  the  color  and  appear- 
ance of  the  marble  lining  the  walls. 

Management.  There  are  two  general  committees  whose 
spheres  of  management  are  quite  distinct,  as  follow: — 

1.  The  Committee  of  Management.  This  Committee, 
which  is  appointed  by  the  stockholders  of  the  building  cor- 
poration, arranges  for  the  renting;  of  the  hall  and  offices 
to  the  membership  of  the  Stock  Exchange,  and  of  offices 
to  other  tenants;  it  pays  all  expenses  of  upkeep,  and  gen- 
erally acts  for  the  stockholders.  This  Committee  has  no 
connection  with  the  Stock  Exchange  dealings. 

2.  The  Stock  Exchange  Committee  for  General  Pur- 
poses. This  committee  represents  the  members  and  its  duty 
is  to  see  that  the  rules  and  regulations  of  the  Stock  Ex- 
change are  strictly  observed.  It  may  make  and  enforce  new 
rules.  The  Committee  consists  of  thirty  members,  who  are 
elected  annually.  It  has  absolute  control  over  all  the  busi- 
ness done  on  the  floor  and  it  decides  disputes  between 
members.  There  is  no  appeal  from  its  decisions.  It  is 
usually  called  "the  Committee." 

Members  and  the  Public.  The  Stock  Exchange  recog- 
nizes no  dealings  except  those  which  occur  on  the  Stock 
Exchange,  and  solely  as  between  its  own  members.  It  has 
no  duty  to  the  public  but,  in  case  complaint  is  made  to  the 
Committee  by  a  non-member  (customer)  against  a  mem- 
ber, the  Committee  will  examine  the  matter,  provided  the 
non-member  agrees  in  writing  to  abide  by  their  decision 
and  to  act  in  accordance  with  it. 

The  individual  members  of  the  Stock  Exchange  have  no 
responsibility  for  the  debts  of  other  members.  In  the  case 
of  insolvency  of  a  member,  the  Stock  Exchange  Committee 
takes  charge  of  his  affairs  and  pays  his  debts  to  members, 
in  preference  to  the  claims  of  non-members.     The  Stock 
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Exchange  has  no  monopoly  of  dealing  in  stocks  or  bonds. 
There  is  no  other  society  or  corporation  of  stockbrokers  but 
any  persons  may  deal  in  securities,  either  as  individuals,  in 
partnerships,  or  as  corporations. 

Admission  of  Members.  The  number  of  members  is 
unlimited  but  an  apprenticeship  is  required  from  new  mem- 
bers. Applications  for  admission  must  be  made  in  March 
of  each  year.  Every  member  must  renew  his  application 
each  year,  membership  being  granted  for  one  year  only. 
If  rejected,  no  further  application  can  be  made  until  the 
following  March. 

Every  new  application  must  be  supported  by  at  least 
three  members,  who  have  been  members  continuously  for 
two  years  or  more.  Each  must  sign  the  application  form 
Lud  each  must  guarantee  the  applicant's  creditors,  during 
the  first  two  years,  to  the  extent  of  £500  ($2,500). 

The  applicant  must  have  been  a  clerk  in  the  House 
(on  the  floor)  for  at  least  two  years. 

If  the  applicant  had  been  the  clerk  of  a  member  for  at 
least  four  years,  (and  been  on  the  floor  for  the  minimum 
period  of  one  year),  the  three  guarantees  required  are  for 
£300  ($1,500)  each.  No  member  may  be  guarantor  at  the 
same  time  for  more  than  three  new  members. 

Foreign-born  applicants  must  have  been  naturalized 
(admitted  as  citizens)  for  at  least  two  years  preceding  the 
date  of  application. 

An  applicant  who  has  been  declared  bankrupt,  at  any 
time  previously,  must  have  paid  at  least  one-third  of 
his  debts  in  the  bankruptcy  proceedings,  and  at  least  two 
years  must  have  elapsed  since  his  bankruptcy.  If  he  has 
been  declared  bankrupt  more  than  once,  or  has  made  a 
private  arrangement  with  his  creditors,  he  cannot  be  ad- 
mitted as  a  member  until  he  has  paid  the  whole  of  his 
debts  in  full. 

A  member  must  not  have  any  other  occupation,  either 
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as  proprietor  or  employe,  nor  may  he  be  a  member  of  an}' 
other  corporation  dealing  in  stocks  or  other  securities. 

Applications  for  membership  are  examined  by  the  Com* 
mittee.  The  three  g-uarantors  must  appear  before  the  Com- 
mittee and  answer  the  following  three  questions: 

(1)  Has  the  applicant  ever  been  a  bankrupt, 
or  has  he  ever  compounded  with  his  creditors?  If 
so,  within  what  time,  and  what  amount  of  dividend 
has  been  paid? 

(2)  Would  you  take  his  cheque  for  £3,000 
($15,000)  in  the  ordinary  way  of  business? 

(3)  Do  you  consider  he  may  be  safely  dealt 
with  in  securities  for  the  Account  (the  half- 
monthly  settlement)  ? 

The  chairman  may  also  ask  such  further  questions  as 
may  be  thought  necessary. 

The  admission  fee  for  members  is  500  guineas,  and 
the  annual  fee  is  30  guineas.  The  fee  for  admission  of 
authorized  clerks  is  50  guineas  and  30  guineas  annually. 
(A  "guinea"  is  an  old  coin,  no  longer  in  use,  worth  21  shil- 
lings, ($5.12)  ;  fees  of  professional  men,  lawyers,  barristers, 
and  doctors,  and  club  subscriptions  are  usually  quoted  in 
guineas.) 

Clerks  and  Employees.  Members  may  have  "author- 
ized clerks"  who  are  given  authority  to  carry  out  dealings 
with  other  brokers  or  jobbers  on  behalf  of  their  employers. 
Requests  must  be  made  to  the  Committee  for  the  author- 
ization of  such  clerks.  Besides  these,  a  member  may  have 
several  "unauthorized  clerks"  for  the  floor,  and  a  clerk  for 
the  "settling  room".  Only  members  and  the  clerks  recog- 
nized by  the  Committee  are  allowed  to  enter  the  Exchange. 
As  a  rule,  only  members  wear  their  hats  in  the  building. 
Clerks  pass  from  the  brokers'  offices  to  the  Exchange  with- 
out hats  in  all  weathers.     The  members  and  clerks  are  an 
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active,  cheerful  and  lively  crowd,  taking  a  healthy  interest 
in  outdoor  sports.  They  are  generous  givers  to  charities 
and  patriotic  funds.  They  have  a  deep  and  abiding  faith 
in  their  country  and  themselves,  which  carries  them 
through  most  difficulties.  The  Stock  Exchange  supports 
special  hospital  wards,  and  its  own  Life-boat  and  Boys' 
Home.  It  has  also  a  large  provident  fund  for  the  relief 
of  old  or  unfortunate  members  and  a  similar  fund  for  the 
clerks  of  members. 

The  standard  of  business  conduct  is  high.  Punishment 
for  wrong-doing  is  swift  and  effective.  On  the  other  hand, 
a  member  meeting  with  misfortune  is  assured  of  friendly 
help. 

Advertising  by  Members  Forbidden.  The  members  of 
the  Stock  Exchange  are  strictly  forbidden  to  advertise  in 
any  way.  Even  an  advertisement  of  the  name  and  address 
of  a  broker  or  jobber  is  prohibited.  Soliciting  of  business 
is  not  permitted,  nor  is  the  sending  of  circulars  except  to 
present  customers.  The  Committee  announces  that  all 
members  are  forbidden  to  circularize  the  public,  or  to  ad- 
vertise, and  that  brokers  who  do  advertise  are  not  mem- 
bers of  the  Stock  Exchange.  The  Committee  continuously 
advertises  the  fact  that  its  individual  members  are  not  al- 
lowed to  advertise  and  that  the  Secretary  will  send,  on  re- 
quest, a  full  list  of  members.  He  will  not  indicate,  however, 
any  individual  stockbroker  to  whom  business  may  be  en- 
trusted.    Bankers  usually  employ  special  brokers. 

"Jobbers"  (wholesale  brokers)  are  forbidden  to  deal 
with  the  public. 

Outside  Brokers.  Stockbrokers  who  are  not  members 
of  the  Stock  Exchange  are  called  "outside  brokers".  All 
advertising  brokers  are  non-members.  It  does  not  follow 
that  they  are  untrustworthy,  many  of  them  being  sound, 
long-established  firms,  with  good  reputations  for  fair  deal- 
ing.   They  are  not  under  the  control  of  any  association  but, 
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on  the  other  hand,  their  debts  to  other  brokers  are  not 
preferential  to  the  debts  owing  to  customers,  as  is  the  case 
with  members  of  the  Stock  Exchange. 

British  law  forbids  any  transaction  of  the  nature  of 
gambling,  and  some  firms  of  outside  brokers  take  advan- 
tage of  this  by  inducing  credulous  people  to  speculate  with 
them  on  options,  with  a  low  margin.  Generally,  the  cus- 
tomer quickly  loses  his  margin.  In  the  rare  cases  where 
he  wins,  the  outside  broker,  if  sued  to  recover  the  winnings, 
pleads  that  the  transaction  was  gambling  and  therefore 
illegal. 

Anyone  may  vise  the  designation  of  "stockbroker"  or 
"stock  and  share  broker",  but  may  not  state 'that  he  is  a 
member  of  the  Stock  Exchange  unless  he  is  so  in  fact. 
False  statements  as  to  membership  would  quickly  lead  to 
prosecution. 

Exchange  Hours.  The  official  hours  of  business  are: 
11  a.  m.  to  3  p.  m. ;  Saturdays  11  a.  m.  to  1  p.  m.  (The 
Saturday  half-holiday  is  general  throughout  England,  Scot- 
land and  Wales), 

Only  the  business  done  during  the  official  hours  may  be 
marked  for  recording  on  the  official  list.  Other  business 
is  done  in  the  Exchange  between  3  and  4  p.  m. ;  (equal  to 
10  to  11  a.  m.  New  York  time).  After  those  hours  deal- 
ings in  American  securities  are  made  in  the  street,  between 
4  and  6  p.  m.,  or  until  later. 

Hours  for  Trading  American  Securities.  Owing  to  Eng- 
lish time  being  five  hours  ahead  of  New  York  time,  the 
opening  of  the  New  York  Stock  Exchange  at  10  a.  m.  is 
at  the  time  when  the  London  Stock  Exchange  is  closing 
for  official  dealings,  at  3  p.  m.  When  the  New  York  Stock 
Exchange  closes,  it  is  8  p.  m.  London  time.  The  N.  Y, 
dealings  between  10  and  11  a.  m.  are  telegraphed  to  London 
and  followed  by  transactions  there  in  the  house  between  3 
and  4  p.  m.    Dealings  between  11  a.  m.  and  1  p.  m.  in  New 
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York  are  followed  by  the  dealings  in  the  street,  in  London, 
between  4  and  6  p.,  m.  When  the  N.  Y.  market  is  very 
active,  American  securities  are  traded  in  the  street  in  Lon- 
don until  8  p.  m.,  which  is  equal  to  the  N.  Y.  closing  hour 
of  3  p.  m. 

The  street  market  is  held  in  Shorter's  Court,  a  small 
covered-in  street  ofif  Throgmorton  Street,  and  is  attended  by 
brokers  who  are  not  members  of  the  Stock  Exchange,  as 
well  as  by  members  dealing  specially  in  American  secur- 
ities. 

The  dealings  are  almost  exclusively  in  American  stocks 
and  bonds  but  it  is  sometimes  possible  to  deal  in  other 
stocks. 

Holidays.  The  Stock  Exchange  is  closed  on  New  Year's 
Day,  Easter  Monday,  May  1st,  Whit  Monday,  first  Monday 
in  August,  November  1st,  December  25th  and  26th.  If  New 
Year's  Day,  May  1st,  November  1st  and  December  26th 
fall  on  Sundays,  the  Stock  Exchange  closes  on  the  fol- 
lowing day. 

The;  dates  of  May  1st  and  November  1st  are  special 
holidays  of  the  Stock  Exchange  only,  all  banks  and  other 
business  places  being  open.  The  reason  for  these  special 
holidays  is  that  they  were  originally  the  dates  for  repayment 
of  the  half-yearly  dividends  on  British  Government  bonds 
and  the  transfer  offices  of  the  Bank  of  England  were  closed 
to  transfers  of  the  Government  bonds.  There  is  at  present 
no  special  reason  for  these  holidays,  but  they  are  still  ob- 
served. On  the  other  holidays  mentioned  all  business 
places  in  London  are  closed. 

Dealers  and  Brokers.  The  members  of  the  Stock  Ex- 
change are  divided  into  two  groups,  (1)  The  "jobbers,"  or 
"dealers"  who  are  wholesale  dealers  and  who  trade  only 
with  the  brokers,  and  (2)  "brokers,"  who  act  as  agents 
for  the  public,  and  who  do  their  buying  and  selling  through 
the  jobbers.  Details  of  their  methods  of  dealing  are  given 
later.     A  broker  is  allowed  to  advise  his  customers  as  to 
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investments  and  opportunities  for  speculation.  Both 
brokers  and  jobbers  may  and  do  underwrite  loan  and  stock 
issues. 

Markets.  The  business  done  on  the  Exchange  is  di- 
vided into  "markets,"  each  composed  of  a  number  of  jobbers 
and  brokers  who  specialize  in  securities  of  a  certain  class. 
Each  market  has  its  own  separate  position  on  the  floor  and 
a  broker  wishing  to  buy  or  sell  a  security  for  a  customer 
goes  to  the  place  where  that  market  is  held,  in  order  to  deal. 

The  principal  markets,  and  the  securities  traded  in 
them,  are  as  follows : 

Consols  Market.  British^  Government  bonds,  Colonial 
and  Indian  Government  bonds,  bonds  of  British  municipali- 
ties and  Exchequer  bills  (short-time  notes  of  the  British 
Treasury). 

British  Railways  (Railroads).  Stocks  and  bonds  of 
English,  Scotch,  Welsh  and  Irish  railroads. 

Foreign  Stocks  and  Shares.  Bonds  of  foreign  govern- 
ments and  shares  and  bonds  of  foreign  corporations. 

American  Shares  and  Bonds.  American  railroads,  in- 
dustrials, oils  and  mines. 

Indian  Railways.  Stocks  and  bonds  of  the  main  lines 
of  India. 

Trunk  and  Colonial.  Canadian,  Australian,  South  Afri- 
can and  Colonial  railways. 

South  American  Railways.  Stocks  and  bonds  of  rail- 
roads of  Argentina,  Brazil,  Chile,  Peru,  etc. 

Banks.     Shares  of  British  Banks. 

Nitrates.  South  American  railroads,  built  for  the  nitrate 
traffic. 

Rubbers.  Stocks  of  the  rubber  plantation  companies  of 
Ceylon,  Borneo,  etc. 

Mining.  Sub-divided  into  groups  dealing  with  the  stocks 
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of  South  Africa,  and  the  Transvaal,  Australia,  West  Africa, 
and  miscellaneous  foreign  mines  producing  gold,  silver  and 
other  precious  metals. 

Miscellaneous.  Industrials,  insurance,  gas,  water,  elec- 
tric light  and  power  companies,  and  street  railways  (tram- 
ways). 

The  Consols  and  the  British  Railways  markets  are  im- 
portant, the  amount  of  business  done  for  investment  being 
very  considerable.    The  jobbers  and  brokers  rarely  change. 

The  Foreign  market  does  a  large  amount  of  business 
for  European  bankers,  brokers  and  customers. 

The  American  market  is  also  important.  The  number 
of  jobbers  (dealers)  and  brokers  composing  it  varies  ac- 
cording to  the  activity  of  the  New  York  market.  Many  of 
the  members  change  from  this  market  to  the  Mining  mar- 
ket, for  periods  of  activity  in  either  of  them. 

Dealings  are  not  restricted  to  the  stocks  and  bonds 
which  are  quoted  on  the  Official  list.  Unlisted  securities 
are  also  traded  on  the  Stock  Exchange. 

Methods  of  Dealing — Comparison  with  New  York  and 
Paris.  The  trading  on  the  London  Stock  Exchange  is  done 
in  an  altogether  different  way  to  that  adopted  in  New  York 
or  Paris.  On  the  New  York  Stock  Exchange,  the  brokers 
of  the  buyers  and  sellers  of  stocks  deal  directly  with  each 
other,  as  agents,  there  being  generally  a  customer  who  sells 
and  another  customer  who  buys,  for  each  transaction.  The 
brokers  are  forbidden  to  deal  as  principals.  In  Paris,  the 
same  condition  exists  as  regards  the  official  brokers  (agents 
de  change),  who  act  only  as  agents  for  the  public,  and 
Vv'ho  also  are  forbidden  to  buy  or  sell  for  their  own  account. 
On  the  other  hand,  in  Paris  a  second  large  and  important 
body  of  brokers,  called  "Coulissiers,"  also  trading  on  the 
Paris  Stock  Exchange,  act  as  agents  for  the  public  at 
lower  rates  of  commission  than,  the  official  brokers,  and 
who  often  buy  and  sell  as  principals.    They  are  not  subject 
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to  the  legal  restrictions  imposed  on  agents,  and  they  may 
sell  their  own  stocks  to  a  customer,  or  buy  his  stocks  for 
their  own  account,  as  a  speculation. 

The  Usefulness  of  the  Jobber.  On  the  London  Stock 
Exchange,  there  are  two  different  classes  of  members; 
jobbers  who  deal  as  principals  with  the  brokers  only,  and 
stockbrokers  who  buy  or  sell  as  agents  for  the  public,  and 
who  are  forbidden  to  act  as  principals.  The  distinguishing 
feature  of  the  London  Stock  Exchange  is  that  the  brokers 
are  compelled  to  pass  their  buying  or  selling  orders  through 
a  jobber.  The  advantage  of  the  London  system  is  that 
securities  can  be  sold  to  the  jobbers  even  though  there  are 
no  buying  orders  on  the  market  at  the  time,  the  jobber 
buying  always  for  his  own  account.  In  the  same  way,  pur- 
chases can  always  be  made,  even  though  there  are  no  sell- 
ing orders  on  the  market,  the  jobber  having  always  a  supply 
of  the  securities  in  which  he  specializes,  or  having  a  source 
of  supply  from  holders  of  them. 

In  ordinary  times,  every  order,  whether  for  buying  or 
selling,  can  be  executed  promptly.  The  jobber  is  not  al- 
lowed to  declare  that  he  will  only  sell  or  that  he  will  only 
buy  certain  securities.  A  broker  coming  to  deal  with  him 
asks  the  price  of  a  certain  stock  or  bond,  and  he  does  not 
declare  whether  he  wishes  to  buy  or  to  sell.  The  jobber 
is  compelled  to  state  two  prices ;  for  example,  20-20^^  ;  20 
being  the  price  at  which  he  will  buy  from  the  broker,  and 
203^  that  at  which  he  will  sell.  The  broker  may  then  de- 
clare that  he  is  a  seller,  and  the  jobber  is  compelled  to  take 
from  him  the  quantity  of  the  stock  fixed  by  the  regulations, 
at  the  price  quoted.  Or,  the  broker  may  declare  that  he  is  a 
buyer,  and  then  the  jobber  is  compelled  to  supply  the  regu- 
lation quantity  at  20^^.  Or  the  broker,  still  without  declar- 
ing whether  he  is  a  buyer  or  seller,  may  bargain  for  a  closer 
price;  for  example,  20!/^-20^'^.  The  difference  between  the 
two  quotations  is  the  jobber's  "turn"  or  profit.     It  is  the 
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business  of  the  jobber  to  gauge  the  probable  demand  for 
the  securities  in  which  he  deals,  and  to  fix  his  prices  ac- 
cordingly. 

The  jobbers  are  usually  partners  in  large  and  wealthy 
firms,  using  chiefly  their  own  capital. 

The  brokers  drive  hard  bargains  with  the  jobbers,  and 
get  the  best  possible  prices  for  their  customers.  Their  only 
profit  is  the  commission  fixed  by  the  rules  of  the  Stock  Ex- 
change. Any  attempt  to  make  secret  profits  would  be 
punished  by  expulsion.  In  order  to  prevent  any  collusion 
between  the  jobber  and  broker,  the  Stock  Exchange  regula- 
tions strictly  forbid  any  partnerships  between  jobbers  and 
brokers.  Direct  trading  between  brokers  is  not  permitted: 
all  dealings  should  pass  through  jobbers,  and  all  dealings 
should  be  made  on  the  Exchange. 

The  jobbers  are,  by  custom,  not  allowed  to  deal  directly 
with  the  public,  but  this  rule  is  not  always  strictly  observed. 
In  this  case,  the  question  of  a  breach  of  duty  towards  a 
principal  does  not  arise,  as  would  be  the  case  with  a  broker, 
who  always  acts  as  agent  only. 

Neither  the  jobbers  nor  the  brokers,  as  separate  bodies, 
guarantee  each  other's  contracts  with  other  members,  or 
with  the  public.  Each  firm  of  jobbers  or  brokers  stands 
alone,  and  has  to  rely  on  its  own  resources  and  credit. 
In  cases  of  insolvency,  the  property  of  the  member  is  dealt 
with  by  the  Stock  Exchange  Committee  and  claims  of  other 
members  are  paid  in  priority  to  those  of  customers. 

An  important  difference  between  the  New  York  and 
London  Stock  Exchanges  is  that  cash  transactions  in  Lon- 
don are  unusual  for  any  but  Government  bonds,  settle- 
ments being  made  fortnightly  (half-monthly),  as  against  the 
daily  settlements  of  New  York.  In  London  and  Paris, 
transactions  are  frequently  carried  over  repeatedly  at  the 
fortnightly  settlements. 

The  public  is  not  allowed  on  the  floor  at  the  London 
Stock  Exchange,  and  the  Government  has  no  control  over 
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the  members  or  their  dealings,  the  management  being  ex- 
clusively under  the  control  of  a  committee  elected  by  the 
members,  as  at  New  York.  In  Paris,  the  Stock  Exchange  is 
legally  under  the  control  of  the  Government,  and  every 
citizen  has  the  right  to  enter  the  Stock  Exchange  and  to 
deal  for  his  own  account. 

The  strict  dividing  line  in  London  between  jobbers  and 
brokers  does  not  prevent  a  jobber  from  changing  to  a 
broker,  nor  a  broker  from  becoming  a  jobber.  Such  changes, 
however,  must  be  duly  notified  to  the  Committee  and  to 
the  other  members.  The  rules  strictly  forbid  any  member 
to  act  as  both  jobber  and  broker  at  the  same  time,  even 
in  different  markets. 

Execution  of  Orders.  Orders  for  buying  or  selling  must 
be  given  by  the  public  to  the  brokers,  not  to  jobbers. 

A  broker,  on  receiving  an  order  from  a  customer,  goes 
to  the  place  on  the  floor  where  he  will  find  the  jobbers  in 
that  security.  He  may  state  to  the  jobber,  in  advance,  the 
amount  for  which  he  wishes  to  deal,  or  he  may  buy  or  sell 
the  regulation  quantity  of  that  security.  In  either  case,  he 
must  not  tell  the  jobber  whether  he  is  a  buyer  or  a  seller; 
he  simply  asks  him  to  make  a  price.  If  the  jobber  is  willing 
to  deal,  he  must  quote  two  prices,  the  first  being  the  price 
at  which  he  will  buy,  the  second  that  at  which  he  will  sell. 
In  order  to  protect  the  jobber,  the  rule  is  that  he  is  not 
compelled  to  make  a  price,  but,  if  he  does,  he  must  quote 
both  buying  and  selling  prices.  He  may  make  the  differ- 
ence as  large  or  as  small  as  he  wishes,  he  usually  makes 
it  small  because  there  is  keen  competition  amongst  the 
jobbers  of  each  kind  of  security.  Having  made  a  jirice,  he 
is  compelled  to  deal  with  the  broker,  whether  he  is  buying 
or  selling.  If  no  quantity  has  been  named  by  the  broker, 
the  regulation  quantities  are:  il,000  ($5,000)  of  bonds,  or 
ten  certificates  to  Bearer,  or  ten  Registered  shares  to  a 
total  amount  of  i500  ($2,500). 
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If  the  jobber  sells  stocks  or  bonds  which  he  does  not 
possess,  he  has  the  interval  until  the  following-  settlement 
in  which  to  buy  and  to  balance  his  sales  against  his  pur- 
chases. 

The  risk  of  profit  or  loss  is  borne  exclusively  by  the 
jobber  and  his  profits  are  made  on  the  "turn,"  which  is  the 
difference  between  the  buying  and  selling  prices  he  quotes 
to  brokers.  The  jobbers  in  each  market  usually  work  to- 
gether in  fixing  their  quotations  according  to  the  demand 
and  supply. 

The  broker  incurs  no  risks  on  the  transactions  with  the 
jobber.  If  the  broker  does  not  deliver  securities  bought 
from  him,  or  does  not  take  up  and  pay  for  securities  sold  to 
him,  the  Committee  will  buy  in  or  sell  out  against  the  job- 
ber after  due  notice  has  been  given.  A  bargain  once  made 
must  be  completed.  The  broker  cannot  share  either  the 
risks  or  the  profits  or  losses  of  the  jobber.  The  broker's 
interest  in  the  dealings  is  strictly  limited  to  the  execution 
of  orders  from  his  customers.  His  remuneration  is  re- 
stricted to  the  commissions  allowed  by  the  rules  of  the 
Stock  Exchange. 

The    Jobber's    "Turn" — Responsibilities    for    Dealings. 

This  is  the  difference  between  the  buying  and  selling  prices 
quoted  by  the  jobbers,  representing  their  profits  as  dealers. 
For  consols  and  international  securities,  which  are  usual- 
ly obtainable  without  difficulty,  the  difference  is  generally 
%  to  /4%.  For  securities  which  are  in  demand  and  the 
supply  limited,  the  difference  may  be  as  much  as  2%.  In 
times  when  there  is  a  considerable  excess  of  buyers  or  of 
sellers,  the  dift'erence  between  the  buying  and  selling  prices 
may  reach  10%.  A  jobber  has  full  liberty  to  fix  his  prices 
according-  to  his  position  at  the  moment.  There  is  no 
equivalent,  on  the  London  Stock  Exchange,  to  the  ''middle 
price"  of  the  Paris  Bourse,  nor  is  it  possible  to  fix  a  price 
between  the  two  quotations  of  the  jobber,  because  that 
would  leave  him  no  margin  for  profit.     It  is,  however,  pos- 
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sible  for  the  jobber  and  broker  to  come  to  an  agreement  by 
the  jobber  reducing-  the  difference  between  his  two  prices. 
Or,  the  jobber  may  refuse  to  quote  any  closer  prices  unless 
the  broker  "declares"  whether  he  is  a  buyer  or  seller. 

Every  transaction  made  on  the  Exchange  must  be 
booked  at  once,  by  both  jobber  and  broker,  and  the  details 
are  confirmed  by  "comparisons"  made  the  following  day,  at 
the  office  of  the  buyer.  The  broker  sends  a  contract  note 
to  his  customer  on  the  day  of  the  execution  of  the  order. 
This  contract  note  must  be  stamped  with  a  revenue  stamp. 
The  jobber  and  the  broker  are  responsible  to  each  other  for 
all  dealings  between  them,  and  the  broker  is  responsible  to 
his  customer.  The  jobber  does  not  recognize  the  customer ; 
his  principal  is  the  broker.  All  disputes  between  jobbers 
and  brokers  miist  be  referred  to  the  decision  of  the  commit- 
tee only.  Every  member  admitted  signs  an  undertaking  to 
recognize  the  authority  of  the  Committee  in  such  matters ; 
he  also  undertakes  not  to  sue  any  other  member  in  courts 
of  law. 

The  customer  may  sue  a  stockbroker  in  respect  of  deal- 
ings with  him  but  he  cannot  sue  the  jobber,  because  there 
is  no  contract  between  them.  The  customer's  best  method 
of  obtaining  satisfaction,  in  case  of  a  dispute  with  his 
broker,  is  to  appeal  to  the  Stock  Exchange  Committee, 
which  has  power  to  examine  the  books  of  both  the  jobber 
and  the  broker.  The  Committee  will  always  deal  with  a 
complaint,  provided  that  the  customer  has  reasonable 
grounds  for  it  and  that  he  presents  his  case  clearly,  and 
also  signs  an  undertaking  to  abide  by  the  decision  of  the 
Committee. 

Commissions.  The  minimum  rates  of  commission  are 
shown  at  the  end  of  this  section.  There  are  no  standard 
official  rates  of  commission,  but  members  may  not  charge 
less  than  the  official  minimum  rates. 

A  broker  buying  and  selling  the  same  stocks  for  a  cus- 
tomer is  entitled  to  separate  commissions,  at  the  full  rate, 
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on  both  the  purchase  and  sale.  If  both  operations  are  com- 
pleted within  the  same  fortnightly  settlement,  it  is  usual 
to  charge  only  one  commission,  on  the  higher  amount. 

The  Official  List — Marking  Business  Done.  This  list  is 
published  twice  daily,  at  1  o'clock,  for  dealings  up  to  12.30 
noon,  and  in  the  evenings,  for  dealings  vip  to  the  official 
close  of  the  market  at  3  p.  ni.  The  evening  edition  is  issued 
about  5  p.  m.,  in  time  for  the  out-of-town  and  foreign  mails. 
The  securities  are  divided  into  numerous  classes  for  the 
different  groups,  London  being  (with  Paris)  the  chief  mar- 
ket for  foreign  stocks  and  bonds.  In  addition  to  market 
quotations  the  list  also  shows,  in  the  case  of  companies 
(corporations),  the  authorized  capital,  amount  issued, 
amounts  paid-in  for  each  class  of  stock  and  their  par  values, 
the  dates  of  dividends  on  shares  or  of  interest  payments 
on  bonds,  and  the  dates  of  the  last  payments. 

The  closing  prices  shown  are  not  official :  they  are  fur- 
nished by  the  jobbers  and  are  generally  nominal  quotations. 
Many  of  the  big  brokerage  firms  print  their  own  lists,  which 
show  all  dealings  up  to  4  p.  m.,  an  hour  later  than  the  official 
list.    These  printed  lists  are  mailed  to  their  own  customers. 

The  markings  of  business  done  are  always  actual  prices 
of  the  dealings  between  the  official  hours  of  11  a.  m.  and 
3  p.  m. 

The  list  does  not  state  whether  the  price  marked  is  a 
sale  or  a  purchase,  nor  is  the  list  a  complete  record  of  all 
the  dealings,  because  it  is  perfectly  optional  for  the  broker 
to  have  his  dealings  with  the  jobber  marked  or  not.  Where 
the  broker  has  a  transaction  marked,  it  is  usually  in  order 
to  have  it  printed  in  the  newspapers,  as  a  proof  to  his  cus- 
tomer of  the  correctness  of  the  contract  note  sent  to  him  by 
the  broker. 

Quantities  less  than  the  official  minimum  lots  are  spe- 
cially marked  on  the  list  as  odd  lots.  The  list  may  contain 
numerous  "markings"  for  the  same  security,  the  prices 
beinof  stated  in  the  order  of  their  execution. 
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The  marking  is  obtained  by  the  broker  giving  a  note  of 
the  dealing  to  an  employe  of  the  committee  appointed  to 
receive  such  notices,  or  by  placing  the  note  in  the  box  pro- 
vided for  the  purpose.  The  committee  reserves  the  right 
to  require  the  names  of  the  broker  and  the  jobber  to  be 
written  (by  the  broker)  on  the  notice  of  the  marking. 
Prices  marked  cannot  be  altered  except  by  permission  of  the 
Committee. 

The  meanings  of  the  various  signs  used  for  indicating 
unusual  transactions  are  stated  later. 

A  weekly  edition  of  the  official  list  is  published  on  Satur- 
days containing  a  summary  of  the  dealings  marked  during 
the  week  and  also  all  important  notices  of  dividends,  com- 
panies' reports,  &c. 

The  Stock  Exchange  Committee  also  publishes  a  year 
book  under  the  title  of  "The  Stock  Exchange  Official  In- 
telligence." This  contains  a  short  history  of  each  security 
in  the  official  list,  with  exact  information  as  to  interest  or 
dividend  payments  from  the  time  of  its  issue. 

Movements  of  Prices.  The  price  movements  of  stocks 
and  bonds  are  quoted  by  y^  or  -jV  o^  ^^^  (equal  to  61c.  or 
30^c.).  In  low-priced  shares,  or  where  the  bargaining  be- 
tween the  jobber  and  broker  has  been  keen,  the  quotation 
may  be  ^'^  of  £1,  (15c.).  The  equivalents  of  the  fractions 
of  £1  are  shown  below : — 

American  Equivalents  for  Fractions  of  £1 
Fraction  Decimal  Shillings  $  &  c. 

of  £1  Fraction  &  Pence  $4.87=  £ 

^ 0.0625  Is.  3d $0.30 

ys   0.125     2     6      0.61 

j\  0.1875  3     9      0.91 

y4   0.250     5     0      1.22 

^  0.3125  6     3      1.52 

Ys  0.375     7     6      1.83 

j\ 0.4375  8     9      2.13 

3^  0.50      10     0     2.43 

j% 0.5625 11     3      2.73 
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Fraction  Decimal  Shillings  $  &  c. 

of   £1  Fraction  &  Pence  $4.87=  £ 

s/s  0.625     12     6  3.04 

U 0.6875  13     9  3.34 

34  0.75      15     0  3.65 

^f 0.8125  16     3  3.95 

7/s  0.875     17     6  4.26 

if  0.9375  18     9  4.56 

1    1.00      20     0  4.87 

Quotations  for  French  Government  Bonds.  French 
Government  bonds  are  quoted  in  Paris  in  percentages  of  the 
par  value.  They  are  quoted  also  in  percentages  in  London, 
but  instead  of  the  exchange  being  calculated  at  the  exact 
gold  rate  of  frs.  25.22  per  £,  the  rate  is  taken  at  the  nearest 
even  figure,  namely,  frs.  25  per  £1.  In  order  to  compare  ths 
Paris  and  London  quotations  for  the  French  Rentes,  it  is 
necessary  to  adjust  the  London  quotation  to  the  current 
rate  of  exchange,  of  the  day  when  the  price  is  quoted. 

Quotation  of  American  Stocks  and  Bonds  in  London 
and  New  York.  In  a  similar  way,  the  American  $1  is  taken 
as  worth  four  shillings,  (equal  to  $5  per  £1),  instead  of  the 
gold  rate  of  $4,86  2/3  per  £1,  which  is  the  normal  rate. 

At  the  time  of  writing,  the  exchange  is  around  $3.50  per 
£1.  American  securities  are  at  present  being  quoted  on  the 
London  Exchange  on  the  basis  of  $5  to  the  £1,  instead  of 
$3.50,  a  difference  of  nearly  30%.  In  order  to  discover  the 
equivalent  New  York  price  to  the  English  quotation,  it  is 
necessary  to  adjust  the  price  from  the  $5  basis  to  that  of 
$3.50.  The  method  of  doing  this  is  shown  in  a  separate 
paragraph  (page  295). 

A  quick  method  of  adjusting  the  prices  is  as  follows: 
Standard  rate  of  exchange,  used  on  London  Stock  Ex- 
change as  equivalent  to  £1 $5.00 

Current  rate  of  exchange,  say,   3.50 

Difference  $1.50 
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Place  the  two  rates  side  by  side  and  divide  them  both 
by  5.  This  will  show  the  current  rate  of  exchange  as  a  per- 
centage of  the  London  Stock  Exchange  rate,  thus : 

London  standard  rate  of  500c.  per  £1,  divided  by  5,  gives  100 
Current  exchange  rate,  350c.  per  £1,  divided  by  5,  gives  70 

This  shows  that  the  current  exchange  rate  of  $3.50  is  70% 
of  the  standard  London  Stock  Exchange  rate  of  $5.00.  In 
other  words,  the  London  quotation  is  30%  above  the  Ameri- 
can price,  because  of  the  difference  in  exchange.  All  that 
needs  to  be  done  is  to  reduce  the  London  price  by  30%.  For 
example,  a  $100  bond  may  be  quoted  as  follows : — 

London  price,  at  $5  per  £  1 £19.00 

Equivalent  in  dollars  at  $5  per   £1 $95.00 

Deduct,  for  difference  in  exchange,  30% 28.50 

Equivalent  American  price,  at  $3.50  per 

£1,   is    $66.50 

In  order  to  find  the  London  price  from  the  American  quota- 
tion, reverse  the  process  thus: 

Current  exchange,  per  £1,  350c.;  London  Stock  Exchange  rate, 
500c.  Proportions  between  these  amounts,  70  to  100,  or  7  to  10. 
Therefore,  to  make  7  equal  to  10,  add  3/7  of  7.  Adding  3/7  of 
American  price,  $66.50,  shows  the  London  equivalent,  thus: —  1/7 
of  $66.50  is  $9.50,  and  3/7  is  $28.50.  Adding  the  $28.50  to  $66.50 
gives  the  London  equivalent  of  $95,  when  current  exchange  is  $3.50 
per   £1  sterling. 

Quotation  Ex-Coupon  and  Other  Terms.  The  official 
list  quotes  certificates  to  bearer  as  ex-coupon  on  the  exact 
date  the  coupon  is  payable. 

American  railroad  bonds  and  stocks  are  quoted  ex- 
interest  or  dividend  on  the  last  day  of  the  fortnightly  set- 
tlement before  these  payments  are  due.  This  gives  time  to 
the  holders  to  detach  the  coupons  and  mail  them  in  time  to 
reach  New  York  by  the  date  they  are  payable. 

For  South  American  securities,  the  quotations  are  ex- 
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coupons  about  six  weeks  before  the  dates  of  payment 
abroad. 

Registered  bonds  with  interest  payable  in  Britain  arc 
quoted  "ex-interest"  after  the  first  day  of  the  fortnightly 
settlement  period  during  which  they  become  due.  Regis- 
tered shares  are  quoted  "ex-dividend"  (x.d.)  after  the  first 
day  of  the  settlement  period  following  the  declaration  of 
dividend,  provided  that  the  transfer  books  of  the  company 
are  not  already  closed  previous  to  that  date.  As  a  general 
rule,  shares  are  quoted  "cum-dividend"  (inclusive  of  divi- 
dend) up  to  the  time  when  the  transfer  books  are  closed, 
and  up  to  the  end  of  that  fortnightly  settlement.  They  are 
quoted  "ex-dividend"  for  the  following  settlement. 

British  Government  stocks  are  quoted  "ex-interest" 
from  the  first  day  of  the  month  during  which  it  is  payable. 

For  securities  quoted  "ex-rights"  the  seller  retains  the 
right  to  subscribe  for  an  announced  new  issue  of  shares 
offered  first  to  present  stockholders. 

A  quotation  "ex-all"  means  that  the  seller  retains  the 
right  to  subscribe  for  a  new  issue  and  any  other  privileges 
granted  to  present  stockholders. 

New  Issues — Special  Settlements.  London  has  only  one 
stock  market,  the  Stock  Exchange.  There  is  no  curb  mar- 
ket, and  no  other  stock  exchange  of  any  kind  in  London, 
but  there  are  Stock  Exchanges  in  other  English  towns. 
New  securities  cannot  be  ofiticially  quoted  or  negotiated  on 
the  Stock  Exchange  until  they  have  been  admitted  to  quo- 
tation by  the  Committee. 

Details  of  the  regulations  for  admission  are  given  at  the 
end  of  this  section.  The  Committee  has  full  liberty  to  admit 
or  reject  any  application  for  admission.  At  least  one  mem- 
ber of  the  Stock  Exchange  must  support  the  application ; 
he  usually  receives  a  fee  for  this,  varying  from  f  100  to  £1,000 
($500  to  $5,000),  according  to  the  size  of  the  issue  and  the 
standing  of  the  stockbroker. 
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In  addition  to  the  requirements  to  be  fulfilled  by  the 
company  applying  for  the  admission  of  its  securities  to 
official  quotation,  the  Committee  also  requires  that  the 
securities  must  have  been  sufficiently  distributed  amongst 
the  public  to  have  already  created  an  active  market, 
(usually  two-thirds  must  be  held  by  the  general  public), 
that  the  certificates  for  the  shares  have  been  actually  issued 
and  that  any  properties  to  be  taken  over  by  the  company 
have  actually  been  transferred. 

As  there  is  no  secondary  market,  like  the  curb  market  in 
New  York,  on  which  the  securities  may  be  introduced  to 
the  public,  the  following  method  is  adopted  for  distributing 
them. 

The  promoters  of  the  company  create  an  active  demand 
for  the  stocks  b}^  intensive  advertising,  and  (by  giving 
options  to  dealers  at  favorable  rates),  inducing  stockbro- 
kers, jobbers,  and  investment  houses  to  place  the  shares 
amongst  their  customers.  To  assist  in  this,  a  public  an- 
nouncement is  made  that  application  will  be  made,  or  has 
already  been  made,  to  the  Stock  Exchange  Committee  for 
an  official  quotation  of  the  stock  and  for  a  "special  settle- 
ment." The  shares  are  then  traded  in  the  ordinary  way 
on  the  Stock  Exchange,  but  instead  of  the  dealings  being 
cleared  at  the  fortnightly  settlement,  they  are  held  over 
until  the  Stock  Exchange  Committee  has  decided  on  the 
application  for  admission,  and  has  fixed  the  date  of  a  special 
settlement  for  the  shares.  This  date  need  not  be  the  same 
as  for  the  fortnightly  settlement;  it  is  generally  some  other 
date.  The  Committee  may  grant  a  special  settlement  for 
clearing  the  dealings,  and  at  the  same  time  may  refuse  an 
official  quotation,  if  the  issue  is  not  sufficiently  important. 
Or,  the  Committee  may  refuse  the  official  quotation  and 
also  the  special  settlement.  In  this  case,  the  dealings  in 
the  security  are  void  according  to  the  Stock  Exchange 
rules.  Any  special  agreements  must  be  settled  amongst 
brokers   and   dealers   unofficially,   without  any  control  by 
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the   Committee  and  without  any  appeal   to  it  in   case  of 
dispute. 

The  third  and  usual  course  is  for  the  Committee  to  grant 
an  official  quotation  and  to  fix  a  date  for  the  special  settle- 
ment. All  dealings  are  then  cleared  between  the  brokers 
and  dealers  on  that  date  and  payments  are  made  then. 
Subsequent  dealings  are  made  for  the  usual  fortnightly  set- 
tlements, or  for  cash.  In  granting  the  special  (first)  set- 
tlement and  the  official  quotation,  the  Stock  Exchange  Com- 
mittee does  not  endorse  the  statements  of  the  company's 
promoters  in  any  way.  The  admission  to  quotation  simply 
proves  that  the  company  has  disclosed  all  the  material  facts 
respecting  the  issue,  that  these  have  been  examined  by  the 
Committee,  that  the  issue  appears  to  be  a  straightforward 
one,  on  terms  fair  to  the  public,  and  that  the  securities  may 
be  safely  traded  by  members  of  the  Stock  Exchange. 

Stocks  and  bonds  of  foreign  companies  may  be  admitted 
to  official  quotation,  provided  that  they  are  officially  quoted 
on  a  stock  exchange  of  their  own  country.  No  special  set- 
tlement is  granted.  The  dealings  are  cleared  at  the  fort- 
nightly settlement  following  the  consent  given  by  the  Com- 
mittee. 

The  Committee  refuses  to  allow  dealings  on  the  Stock 
Exchange  in  the  securities  of  any  foreign  government  which 
has  defaulted  on  payment  of  loans,  unless  a  satisfactory 
arrangement  has  been  accepted  by  the  bondholders.  The 
Committee  will  also  refuse  to  permit  transactions,  in  the 
bonds  of  a  foreign  government,  which  were  issued  while  it 
was  at  war  with  Great  Britain,  even  after  peace  has  been 
declared. 

Any  company  issuing,  or  arranging  to  issue,  a  new 
series  of  shares,  within  a  year  after  a  special  settlement 
has  been  granted,  is  likely  to  have  the  official  quotation 
cancelled. 

When  fraud  or  misrepresentatien  is  proved,  as  regards 
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the  formation  of  a  company,  its  securities  will  be  at  once 
excluded  from  the  official  list. 

Settlements.  British  Government  bonds  are  settled  once 
monthly,  at  the  beginning  of  the  month.  The  date  is  fixed 
about  five  weeks  in  advance.  All  other  securities  have  two 
settlements  monthly,  called  the  "fortnightly  settlements," 
about  the  15th  and  30th  of  each  month.  These  dates  are 
fixed  about  a  month  in  advance.  The  dates  are  arranged 
so  that  there  will  be  three  clear,  consecutive  and  full  busi- 
ness days  for  the  settlement,  Saturdays  being  avoided. 

Special  Settlements — Bonds  and  Stocks.  Special  settle- 
ments for  bonds  are  usually  fixed  to  take  place  the  day 
before  one  of  the  instalments  is  payable  by  bondholders. 
(Bonds  are  usually  made  payable  in  instalments,  part  on 
application,  part  in  one  month,  and  the  balance  in  two 
months;  or,  part  on  application,  part  on  allotment  and  the 
balance  in  one  month). 

The  special  settlements  for  shares  have  already  been  ex- 
plained. If  the  dealers  have  any  reason  to  expect  that  the 
Committee  will  refuse  to  fix  a  date,  then,  instead  of  dealing 
for  the  special  settlement,  they  deal  for  the  "giving  out," 
which  is  the  name  given  to  the  date  when  the  temporary 
scrip  certificates  will  be  exchanged  by  the  company  for  the 
share  certificates. 

Settlement  Days — When  a  New  Settlement  Begins.  The 
settlement  usually  occupies  three  full  days.  It  should  be 
remembered,  in  connection  with  this,  that  the  variety  of 
stocks  and  bonds  traded  is  very  much  greater  on  the  Lon- 
don and  Paris  Exchanges  than  on  the  New  York  Exchange. 

The  first  settlement  day  is  "making-up  day,"  or  "carry- 
ing-over day,"  when  buyers  must  arrange  to  either  carry- 
over their  dealings  to  the  next  settlement  or  prepare  to 
take  delivery  and  pay  for  their  purchases.  Sellers  must  also 
declare  whether  they  will  deliver  or  a-rrange  for  the  sale  to 
be  carried  over,  or  borrow  the  stocks  sold. 
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The  second  day  is  "name  day,"  or  "ticket  day,"  when 
the  brokers  prepare  their  accounts  for  the  clearing,  and 
for  deliveries  and  payments  between  themselves  and  other 
brokers  and  jobbers. 

The  third  day  is  "settling  day,"  when  deliveries  and  pay- 
ments are  made.  Each  member  is  required  to  pay  differ- 
ences due  to  other  members  by  cheques  drawn  on  banks 
which  are  clearing  house  members.  The  advantage  of  this 
is  that  each  member  receives  and  pays  all  differences  at  the 
same  time  and  is  not  compelled  to  borrow  until  his  own 
differences  are  collected. 

All  dealings  made,  during  the  two  weeks  before  settle- 
ment, should  be  settled  during  the  three  days  named.  In 
order  to  comply  with  this  regulation,  sales  which  are  car- 
ried forward  are,  in  theory,  delivered  on  the  last  day  of 
the  settlement  and  bought  back  for  the  following  day.  Or, 
looking  at  it  from  the  purchaser's  point  of  view,  he  lends 
the  stocks  to  the  seller  until  the  next  settlement.  These 
operations  would  be  reversed  in  the  case  of  a  purchase  being 
carried  forward. 

Clearance  of  Stocks  and  Bonds.  Many  of  the  securities 
are  sold  several  times  over  during  the  two  weeks  before  a 
settlement,  and  some  of  the  brokers  and  jobbers  sell  al- 
most all  that  they  buy  (as  regards  quantities)  during  that 
time. 

In  order  to  facilitate  the  clearing  of  these  balanced 
dealings  from  the  books  of  the  members,  the  Stock  Ex- 
change Committee  fixes  a  settlement  price  or  "making-up 
price"  for  each  security.  This  is  published  before  1  p.  m. 
on  the  first  day  of  the  settlement.  The  price  is  used  by 
the  Clearing  House,  and  by  the  members  themselves,  for 
clearing  securities  which  have  passed  through  several 
hands.  The  balances  of  money  which  then  remain  to  be 
settled  by  each  broker  or  jobber  are  the  differences  due 
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to  or  from  the  member  from  whom  they  bouj^^ht  and  the 
member  to  whom  they  sold. 

Members  are  not  compelled  to  pass  their  transactions 
through  the  Clearing-  House.  It  is  optional  with  each 
member  whether  or  not  he  subscribes  to  the  Clearing  House 
and  passes  his  dealings  through  the  clearance.  Even  then, 
only  active  stocks  of  the  listed  securities  may  be  cleared, 
so  that  there  always  remains  a  number  of  dealings  to  be 
settled  between  menibers,  outside  the  official  clearing. 

Option  Declarations.  On  the  first  settlement  day,  (the 
"making-up  day")  the  purchaser  of  an  option  must  declare 
whether  he  will  take  it  up  or  not.  If  no  notice  is  given,  the 
option  is  considered  to  be  abandoned.  Buyers  and  sellers 
are  traced  on  this  day.  in  order  to  prepare  the  necessary 
transfers. 

Ticket  Day — Delivering  and  Carrying  Over.  The  prep- 
aration for  deliveries  and  transfers  is  continued  on  this 
second  day  of  the  settlement.  The  arranging  for  deliveries 
of  certificates  to  bearer  is  simple,  no  written  transfers  being 
required,  but  the  transfer  of  registered  shares  requires  that 
the  names  of  the  ultimate  buyer  and  seller  be  ascertained. 

The  purchasing  broker,  who  is  prepared  to  take  de- 
liveries, prepares  a  "ticket"  for  each  of  his  purchases.  The 
ticket  show\s  the  full  name  of  the  customer  to  whom  the 
transfer  is  to  be  made,  his  address,  his  occupation,  the  pur- 
chase price,  date  of  purchase,  and  the  name  of  the  member 
to  whom  the  purchasing  broker  passes  the  ticket.  If  this 
member  has  purchased  the  stocks  or  bonds  From  another 
member,  he  writes  that  member's  name  on  the  ticket  and 
passes  it  to  him.  He.  in  ttu-n.  will  pass  it  to  the  person  who 
sold  the  securities  to  him,  and  it  will  ultimately  come  to  the 
member  whose  customer  has  the  securities  and  is  ready  to 
make  delivery.  The  broker  of  the  actual  seller  will  deliver 
direct  to  the  member  who  originally  issued  the  ticket,  and 
will  be  paid  by  him,  at  the  making-up  price.     All  inter- 
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mediaries  will  settle  the  accounts  for  differences  amongst 
themselves  and  the  whole  transaction  will  be  closed  in  that 
way. 

As  between  the  intermediaries,  the  ticket  will  have  been 
treated  as  a  purchase  and  sale  at  the  making-up  price,  so 
as  to  clear  the  quantities  of  the  securities,  but  the  price  to 
be  named  on  the  transfer  form  must  be  the  actual  price 
(consideration  money)  payable  by  the  broker  who  takes 
delivery.  The  reason  for  this  is  that  a  stamp  duty  is  pay- 
able on  the  transfer,  at  the  price  paid  by  the  last  purchaser. 
No  duty  is  charged  on  the  intermediate  sales  because  no 
transfers  are  made,  but  stamp  duties  will  have  been  paid 
on  the  contract  notes,  which  are  sent  by  each  broker  to  his 
customer,  for  sales  or  purchases. 

Each  member  receiving  a  ticket  signs  it  and  marks  the 
hour  after  v/hich  it  was  delivered ;  tickets  delivered  between 
2  p.m.  and  2.45  p.  m.  would  be  marked  as  "after  2  p.  m." 
This  is  done  in  order  to  fix  the  responsibility  for  any  delay 
and  expense  which  may  be  caused  by  the  securities  being 
bought  in  or  sold  out,  through  any  intermediate  broker 
holding  the  ticket  an  unreasonable  time. 

Splitting  Tickets — Penalties  for  Delaying  Tickets.     If 

one  of  the  intermediate  sellers  has  bought  the  total  quantity 
sold  in  smaller  lots  from  different  brokers  or  jobbers,  he 
must  give  notice  to  each  of  them  to  deliver  to  the  ultimate 
purchaser.  This  is  done  by  issuing  new  tickets  ("splits") 
for  the  separate  quantities  bought  from  each  member. 
These  split  tickets  must  each  contain  all  the  details,  neces- 
sary for  the  transfer  of  the  shares,  which  were  written  on 
the  original  ticket.  The  member  splitting  the  ticket  in  this 
way  must  keep  the  original  ticket:  he  is  responsible  during 
three  months  afterwards  for  any  extra  costs  of  transfer  or 
stamp  duty  which  may  be  incurred  through  the  securities 
being  delivered  in  two  or  more  lots  instead  of  one. 

On   ticket   day,   the   tickets  begin   to   be   passed   along 
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from  10  a.  m.  They  may  be  delivered  to  the  members  until 
12  noon.  They  should  be  passed  immediately  after  that 
time  to  the  Settlement  Department.  The  tickets  may  be 
passed  to  other  members  on  the  first  day  of  the  liquida- 
tion, but  this  would  not  have  any  effect  on  the  time  fixed 
for  buying  in  or  selling-  out,  which  is  the  eleventh  day  after 
ticket  day.  Any  member  who  holds  a  ticket,  instead  of 
passing  it  along,  or  who  alters  the  details  or  adds  to  them, 
is  responsible  for  any  loss  arising  from  his  actions. 

The  jobber  or  broker  who  has  to  make  delivery  of  the 
shares  or  bonds  must  draw  up  the  form  of  transfer.  It  is 
the  rule  in  London  to  have  the  transfer  as  a  separate  docu- 
ment. The  price  paid  by  the  last  purchaser  must  be  named 
in  the  transfer  and  stamp  duty  is  payable  on  the  total 
amount,  by  the  buyer.  (The  rates  of  stamp  duties  are 
shown  at  the  end  of  this  section.) 

The  seller  should  state  on  the  transfer  the  selling  price 
shown  on  the  ticket  issued  by  the  ultimate  purchasing 
member,  but  the  seller  is  not  compelled  to  insert  a  price 
which  has  not  been  quoted  during  the  dealings  of  that  set- 
tlement period.  If  the  purchase  was  made  during  the  pre- 
vious two  settlement  periods  (within  six  weeks  from  the 
time  of  transfer)  at  the  price  stated  by  the  purchasing  mem- 
ber, that  price  must  be  marked  as  the  transfer  price. 

The  purchaser  pays  the  ad  valorem  stamp  duty  (in 
proportion  to  the  amount)  on  the  transfer,  and  the  transfer 
fee  charged  by  the  company  for  registering  the  transfer 
and  issuing  a  new  certificate.  (It  is  customary  for  each 
company  to  do  its  own  work  of  recording  transfers  and 
issuing  new  certificates.  Mining  companies  usually  have 
transfer  agents.) 

The  purchaser  has  the  right  to  state,  on  the  ticket, 
the  kind  of  certificates  he  requires  and  the  quantities  of 
shares  for  each  certificate,  provided  that  the  total  cost 
of  issuing  such  certificates  does  not  exceed  £50  ($250) 
for  the  whole  transaction,  however  important. 
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If  the  ticket  has  been  split,  the  purchaser  is  obliged  to 
pay  for  any  parts  of  the  purchase  delivered  separately, 
provided  that  they  consist  of  at  least  ten  shares,  or  if  the 
part  delivery  amounts  to  at  least  £200  ($1,000).  The 
buyer  may  refuse  to  pay  for  any  transfer  if  the  certificates 
are  not  also  delivered,  unless  the  form  of  transfer  is  en- 
dorsed by  the  company  to  show  that  the  certificate  has  al- 
ready been  deposited  at  the  transfer  office. 

Formalities  of  Transfer.  Where  the  certificate  has 
been  deposited  with  the  company,  the  shares  cannot  be 
bought  in  against  the  seller,  on  account  of  any  other  irregu- 
larity, without  first  giving  him  notice  and  allowing  a  reason- 
able time  for  putting  the  matter  in  order. 

If  the  seller  was  the  holder  of  a  certificate  for  a  large 
quantity  of  shares,  which  he  has  sold  in  separate  lots  to 
different  members,  he  may  deal  with  the  single  certificate 
in  either  of  the  following  ways.  It  will  be  necessary  for 
him  to  prepare  a  separate  transfer  for  each  member  to 
whom  he  has  sold : 

(1)  The  seller  may  then  take  these  transfer  forms  to 
the  office  of  the  company,  deposit  the  certificate 
there,  and  get  the  transfer  official  to  endorse  each 
transfer  form  with  a  notice  that  the  original  cer- 
tificate is  deposited  with  the  company,  in  readiness 
for  transfers.  The  transfer  forms  would  then  be 
"good  deliveries,"  without  the  share  or  bond  cer- 
tificate. 

(2)  The  seller  may  take  the  separate  transfers  and  the 
certificate  covering  the  total  of  them,  or  more,  to 
the  Share  and  Loan  Department  of  the  Stock  Ex- 
change, which  will  pass  the  certificate  to  the  com- 
pany, after  marking  each  transfer  with  a  notice 
that  the  certificate  has  been  deposited  with  the 
Share  and  Loan  Department.  The  transfer  forms 
alone  would,  in  this  case  also,  be  good  deliveries. 
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Selling  Out  or  Buying  In.  If  the  member  who  has  sold 
securities,  and  is  ready  to  deliver  them,  does  not  receive  u 
ticket  by  2.30  p.  m.  on  the  ticket  day,  he  has  the  right  to 
have  them  sold  out  against  the  purchaser,  up  to  3  p.  m.  of 
the  same  day.  The  responsibility  for  any  losses  through 
the  selling  out  will  fall  on  the  member  who  has  held  the 
ticket  after  2  p.  m.,  if  it  has  been  issued  by  the  purchaser 
sufficiently  early  in  the  day  for  clearance  to  have  been 
made  by  2  p.  m. 

If  the  buyer  has  not  issued  any  ticket,  the  loss  will  fall 
on  him.  If  the  selling  out  takes  place  on  a  later  day, 
the  holder  of  the  ticket  at  the  close  of  business  of  the 
previous  day  will  be  responsible  for  any  losses.  If  the 
seller  allows  two  days  to  elapse,  after  ticket  day,  without 
exercising  his  right  to  sell  out,  the  purchaser  is  discharged 
from  responsibility. 

If  the  seller  does  not  deliver  within  thirteen  full  days 
after  the  ticket  has  been  passed  to  him,  the  intermediate 
members  are  discharged  from  responsibility,  and  the  seller 
must  look  for  payment  to  the  member  who  has  originally 
issued  the  ticket. 

When  the  securities  have  been  sold  out  against  the 
purchaser,  a  ticket  must  be  passed  by  the  new  purchaser 
within  half  an  hour  after  the  transaction ;  failing  this,  the 
original  purchaser  may  have  the  transfer  made. 

These  regulations  regarding  buying  in  and  selling  out 
are  not  always  strictly  observed,  because  all  members  have 
to  contend  with  the  peculiarities  of  their  customers.  Mem- 
bers are  therefore  disposed  to  grant  delays,  where  any  rea- 
sonable cause  for  the  delay  exists. 

Method  of  Clearing — Stock  and  Bond  Dealings.    At  the 

fortnightly  settlement  there  are  two  objects  to  be  at- 
tained. The  first  is  to  set  ofl  any  intermediate  sales  and 
purchases  of  securities,  by  quantities,  so  as  to  leave  only 
a   balance   of   actual   securities   to   be    delivered.     All   the 
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members  of  the  Clearing  House  make  reports  to  the  Clear- 
ing House,  of  sales  and  purchases  of  clearing  stocks,  as 
between  other  clearing  members  and  themselves.  As  every 
sale  reported  by  one  member  must  be  reported  as  a  purchase 
by  another  member,  the  transactions  should  balance  ex- 
actly in  total.  Where  a  member  has  bought  and  sold 
exactly  the  same  quantity  of  one  class  of  security,  there 
will  be  no  balance  to  deliver  or  to  receive,  no  matter  how 
many  members  he  may  have  traded  with.  The  Clearing 
House  would  set  off  his  total  sales  against  his  total  pur- 
chases, as  regards  quantities  this  would  show  his  account 
as  balanced.  His  account  with  the  Clearing  House  would 
also  be  balanced  in  money,  because  the  transactions  in  that 
security  are  reported  by  all  members  at  the  same  price, 
the  making-up  price  fixed  by  the  Clearing  House.  No 
money  is  handled  by  the  Clearing  House,  in  cheques  or 
otherwise. 

After  this  setting  off  has  been  done  by  the  Clearing 
House,  there  will  remain  equal  quantities  of  securities  to 
deliver  and  to  receive. 

For  certificates  to  bearer,  the  Clearing  House  issues  a 
ticket  to  the  member  who  is  to  deliver,  stating  the  name 
o£  the  member  to  whom  the  delivery  must  be  made.  At 
the  same  time,  a  ticket  is  issued  to  the  member  who  is  to 
receive  the  securities,  stating  by  whom  the  deliveries  will 
be  made.  No  transfer  forms  are  required,  delivery  is  made 
by  handing  over  the  certificates  or  bonds. 

For  registered  shares,  the  purchasing  member  should 
deliver  to  the  Clearing  House,  on  the  second  day  of  the 
settlement,  the  name  of  the  "purchasing  customer"  and  the 
other  details  necessary  for  the  transfer.  The  Clearing 
House  passes  on  these  details  to  the  seller. 

As  the  Clearing  House  does  not  receive  or  pay  any 
moneys  for  the  members,  those  who  deliver  securities  re- 
ceive payment  from  the  purchasers,  at  the  fixed  making- 
up  price.     This  price  may  be  less  than  the  price  at  which 
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the  securities  were  bought  by  the  ultimate  purchaser;  the 
difference  would  then  be  claimed  by  the  member  who  sold 
them  to  him.  In  the  same  way,  the  member  delivering 
the  securities  may  receive  more  than  the  price  at  which 
he  originally  sold ;  in  that  case,  the  member  to  whom  he 
sold  will  have  claimed  the  difference  from  him. 

In  order  to  fix  this  system  of  clearing  quantities  and 
prices  clearly  in  mind,  the  reader  is  advised  to  refer  to  the 
chapter  of  this  book  dealing  with  the  clearance  system 
adopted  by  the  New  York  Stock  Exchange,  and  to  notice 
that  all  the  brokers  there  are  compelled  to  pass  their  deal- 
ings throughout  the  Clearing  House  daily. 

Insolvency  of  a  Member.  When  a  broker  or  jobber  is 
unable  to  meet  his  engagements,  the  announcement  of  his 
insolvency  is  made  by  the  Committee.  In  the  Exchange 
the  notice  is  given  at  once  by  two  of  the  messengers, 
(called  "waiters"),  "hammering"  their  desks  three  times 
with  a  hammer,  to  call  for  all  dealings  to  be  stopped  until 
the  announcement  is  made  by  the  two  waiters  simulta- 
neously in  different  parts  of  the  House,  The  defaulter's 
Stock  Exchange  business  is  then  taken  over,  for  settlement, 
by  two  Official  Assignees. 

Although  customers  are  not  recognized  as  creditors  by 
the  rules  of  the  Stock  Exchange,  they  are  seldom  permitted 
to  lose  by  the  insolvency  of  a  member. 

Transactions — Cleared  in  London,  Only  a  part  of  the 
transactions  on  the  London  Stock  Exchange  pass  through 
the  Clearing  House  at  the  fortnightly  settlements. 

Membership  of  the  Clearing  House  is  entirely  optional. 
Only  a  few  of  the  important  jobbers  (dealers)  subscribe  to, 
and  are  members  of,  the  Clearing  House  but  most  of  the 
large  firms  or  brokers  are  subscribers.  These  are  called 
"clearing  members,"  and  it  is   usual   to   have  printed   on 
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their  stationery  the  words  "Member  of  the  Clearing 
House." 

All  the  members  are  supplied  with  Clearing  House 
forms,  on  which  the  transactions  to  be  cleared  are  entered  in 
detail,  separate  forms  being  used  for  sales  and  purchases, 
which  are  all  stated  at  the  making-up  prices. 

All  differences  between  these  prices  and  the  prices  at 
which  the  dealings  were  actually  made  are  settled  by  pass- 
ing cheques  between  the  members  concerned.  It  is  not 
usual  to  have  such  cheques  certified  or  guaranteed  in  any 
way.  A  member  whose  cheque  was  returned  "unpaid" 
would  be  liable  to  immediate  suspension  as  being  insolvent. 

Regulation  Lots  for  Clearing.  The  following  are  the 
quantities  required  for  dealings : 

10  shares,  or  multiples  of  10,  up  to  100  shares. 
il,000  ($5,000)  in  bonds,  or  multiples  of  £1,000. 
In  French  Government  bonds,  500  frs.  of  income  of 
the  3%    (10,000  frs.,  $2,000,  of  capital,  at  par),  and 
multiples  up  to  6,000  frs.  of  income. 
$5,000    of    American    bonds,    and    multiples    up    to 
$25,000. 

£1,000   (or  £800)   of  capital  of  Italian   Government 
bonds. 

Amounts  under  the  totals  stated  must  be  settled  di- 
rect between  the  brokers  and  jobbers. 

Payments — Third  Day  of  Settlement.  On  this  day,  the 
settlement  is  completed  by  the  deliveries  of  securities,  and 
by  payments  for  them. 

The  sellers  generally  accept  the  tickets  which  instruct 
them  to  deliver  to  the  ultimate  purchaser.  If  they  prefer 
to  settle  with  the  member  to  whom  they  originally  sold  the 
securities,  they  must  make  delivery  to  him  before  12.30 
noon  of  settling  day;  this  is  in  order  to  allow  him  sufficient 
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time  to  deliver  to  the  ultimate  purchaser  within  the  hours 
permitted. 

If  the  first  seller  delivers  the  securities  to  the  ultimate 
purchaser  who  has  issued  the  ticket,  and  is  unable  to  obtain 
payment,  or  has  received  in  payment  a  cheque  which  has 
been  returned  unpaid,  then  he  (the  seller)  has  the  right  to 
demand  payment  from  the  member  to  whom  he  first  sold 
the  securities. 

The  seller  delivering  securities  to  the  ultimate  pur- 
chaser, who  issues  the  ticket,  is  entitled  to  claim  payment 
at  the  making-up  price.  If  this  is  more  than  is  due  to 
him  on  the  first  sale,  he  must  pay  the  excess  to  the 
member  to  whom  he  originally  sold.  If  the  making-up 
price  is  less  than  his  original  selling  price,  he  is  entitled  to 
demand  payment  from  the  ultimate  purchaser  at  the  price  at 
which  he  originally  sold.  The  issuer  of  the  ticket  must 
then  make  his  adjustment  with  the  member  from  whom  he 
bought. 

The  member  who  has  been  instructed  by  the  Clearing 
House  to  make  a  delivery  of  securities  must  do  so  before 
2  p.  m.  on  the  day  of  payment.  A  member  who  does  not 
issue  a  ticket  for  his  purchases  must  pay  for  the  securities 
delivered  to  him  up  to  2.30  p.  m.  on  the  day  of  payment. 

Securities  may  be  delivered  after  the  settlement  day  up 
to  2.30  p.  m.,  or  up  to  1  p.  m.  on  Saturdays. 

A  seller  who  wishes  to  receive  payment  in  bank  notes 
instead  of  by  cheque,  and  who  has  not  previously  requested 
this,  must  give  notice  to  the  purchaser  before  11.30  a.  m. 
on  settling  day.    This  right  is  seldom  exercised. 

Certificates  to  Bearer.    These  are  of  three  kinds,  namely : 

(1)  Stocks  which  are  transferable  in  any  amounts  of 
pounds  sterling.  These  are  called  "stocks"  because  they 
are  capital  grouped  into  totals,  of  which  any  amount  may 
be  bought  or  sold  in  multiples  of  £1.  They  are  chiefly 
bonds  of  governments,  provinces,  or  towns. 
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(2)  Shares  of  railroads,  industrial  companies,  &c.,  usual- 
ly in  multiples  of  £1. 

(3)  Bonds  and  debentures  of  railroads  and  industrial 
companies. 

Government  and  municipal  stocks  are  usually  traded  on 
the  Stock  Exchange  in  certificates  of  £20  ($100),  ilOO,  £500, 
and  £1,000. 

Foreign  government  bonds,  payable  in  foreign  money, 
are  traded  in  the  nearest  amounts  of  pounds  sterling  to 
the  figures  named,  either  under  or  over  the  above  stated 
amounts.  ' 

The  British  laws  respecting  companies  make  no  restric- 
tions on  the  values  of  shares  or  bonds  which  may  be  issued. 

Shares  may  be  of  any  amount,  but  they  are  generally 
£1  ($5)  each.  Bonds  and  debentures  are  usually  £10  ($50), 
£20,  £100,  or  £1,000. 

American  railroad  shares  are  usually  traded  in  lots  of 
ten  shares  of  $100,  or  multiples.  A  purchaser  cannot  be 
compelled  to  accept  more  than  this  amount,  unless  agreed 
at  the  time  of  purchase.  Registered  American  shares  and 
bonds,  endorsed  in  blank,  are  traded  like  certificates  to 
bearer.  Unless  agreed  to  the  contrary  at  the  time  of  pur- 
chase, the  seller  may  deliver  in  any  quantities  making  up 
the  total  amount  of  the  purchase. 

If  certificates  of  certain  quantities  are  required,  the  pur- 
chase price  charged  is  usually  more.  Certain  international 
markets  require  deliveries  in  fixed  amounts  and  this  makes 
the  certificates  of  these  values  more  in  demand,  at  a  higher 
price  than  the  ordinary  certificates.  Unless  stated  otherwise 
when  dealing,  all  trading  is  understood  to  be  for  the  fort- 
nightly settlement.  Transactions  made  after  noon  on  the 
first  day  of  the  settlement  are  for  the  next  settlement.  This 
gives  time  to  obtain  the  certificates  from  the  customer  in 
Great  Britain  or  on  the  Continent 

The  regulations  forbid  transactions  extending  for  more 
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than  two  settlements,  but  the  bargains  are  occasionally  car- 
ried over  for  periods  of  from  two  to  six  months. 

Cash  Dealings.  The  disadvantage  of  cash  transactions 
is  that  the  securities  must  be  always  in  the  hands  of  the 
jobber  or  the  broker.  On  the  other  hand,  there  is  the  advan- 
tage that  the  cash  dealer  may  turn  over  his  capital  several 
times  in  the  same  fortnightly  settlement.  If  all  dealings 
were  for  cash  the  jobber  would  be  unnecessary.  He  is  the 
speculator  of  the  Exchange;  he  sells  what  he  has  not  got 
and  buys  what  he  does  not  want,  relying  on  obtaining  later 
what  he  has  sold  and  on  selling,  before  the  settlement,  what 
he  has  bought.  The  jobbers  may  take  up  either  a  "bull" 
or  a  "bear"  position.  The  "bulls"  buy  in  the  expectation 
that  the  market  will  rise  and  that  they  will  be  able  to  sell  at 
a  profit  before  the  settlement.  The  "bears"  sell  in  the  hope 
that  before  settlement  day  prices  will  have  fallen,  and  they 
will  have  been  able  to  buy  at  lower  prices,  in  order  to 
make  deliveries  on  their  contracts.  If  these  expectations 
are  not  realized  the  jobber,  or  a  customer  who  speculates, 
must  either  pay  the  difference  in  the  price  or  arrange  to 
carry  over  the  dealing  to  the  next  settlement,  which  may 
give  the  desired  result. 

Carrying  Over.  A  seller  "carrying  over"  w^ould  try  to 
borrow  the  securities  until  the  next  settlement.  If  he  could 
not  do  this,  he  would  have  to  buy  the  securities  he  has  con- 
tracted to  deliver.  At  the  same  time,  he  sells  them  for 
the  next  settlement.  By  this  means  he  has  only  to  find  the 
difference  between  the  two  prices,  instead  of  having  to  pay 
the  total  amount  of  his  dealings. 

A  buyer  "carrying  over"  would  have  to  arrange  to  lend 
the  stock  he  has  bought,  receiving  full  payment  from  the 
borrower,  which  he  would  pay  to  the  seller.  Or.  he  would 
sell  for  the  settlement  and  buy  for  the  next  settlement,  pay- 
ing only  the  difference  between  the  two  prices. 

Instead  of  adopting  the  "making-up  price,"  fixed  by 
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the  Committee  as  the  basis  for  carrying  over,  the  buyer  and 
seller  may  fix  any  other  price.  General  dealings  are  car- 
ried over  at  the  making-iip  price,  which  is  announced  by 
the  Committee  at  1  p.  m.  on  the  first  day  of  the  settlement. 
It  is  based  on  the  average  of  the  market  quotations  of  the 
same  morning. 

The  amount  payable  for  carrying  over  is  called  the  "con- 
tango." It  varies  according  to  the  rates  of  interest  obtain- 
able for  loan  money,  and  according  to  whether  the  shares 
or  bonds  carried  over  are  in  demand  or  not.  The  buyer  of 
securities  which  are  greatly  in  demand  may  receive  a  pre- 
mium from  the  seller,  for  permitting  the  transaction  to  be 
carried  over ;  this  premium  would  be  called  a  "back"  or 
"backwardation."  If  the  shortage  of  the  securities  is  not 
so  great,  the  transaction  would  be  carried  over  free  of  in- 
terest or  charges.  If  the  securities  are  plentiful,  the  buyer 
would  have  to  pay  interest  and  commission  for  being  al- 
lowed to  carry  over. 

The  jobbers  do  most  of  the  business  of  lending  or  bor- 
rowing stocks  for  the  settlement,  and  the  buying  and  selling 
for  the  carry-over. 

The  contango  rate  charged  for  carrying  over  may  be 
either  (1)  interest  at  a  stated  rate,  per  cent,  per  annum,  on 
the  total  amount  of  the  transaction,  or  (2)  an  average  per- 
centage on  the  total  of  the  dealing,  or  (3)  a  fixed  amount  per 
share.  Usually  no  selling  or  buying  commission  is  charged 
on  the  carrying  over,  but  the  brokers  make  a  small  charge 
for  their  services  in  arranging  it. 

It  should  be  noted  that  there  is  a  considerable  difit'erence 
between  the  position  of  a  speculator  for  the  rise,  who  car- 
ries over,  and  a  borrower  of  shares. 

A  bull  speculator  who  has  had  shares  delivered  to  him 
at  the  settlement,  but  has  been  allowed  to  defer  payment 
until  the  next  settlement,  paying  interest  or  a  fixed  charge 
for  the  accommodation,  is  the  actual  owner  of  the  shares 
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for  the  time  being.  He  may  sell,  or  otherwise  dispose  of 
them,  as  he   thinks  fit. 

When  he  carried  over  he  sold  for  the  next  settlement, 
and  he  is  pledged  to  deliver  a  certain  quantity  of  shares 
at  a  certain  price,  but  he  is  not  pledged  to  return  the  same 
shares  that  he  received.  The  borrower  of  shares  is  not  the 
owner.  He  is  allowed  to  borrow  money  by  pledging  them, 
but  he  must  not  sell  them  or  lose  control  of  them.  The 
lender  may  give  him  notice  to  return  the  shares  and,  on 
repayment  of  the  loan  with  interest,  the  borrower  must 
return  the  actual  certificates  he  borrowed. 

Where  a  member  who  has  bought  or  sold  for  the  settle- 
ment does  not  provide  for  the  completion  of  his  contract, 
the  stock  may  be  bought  in  or  sold  out  against  him,  by  order 
of  the  Committee,  and  he  will  be  responsible  for  the  loss. 
These  selling  out  or  buying  in  transactions  are  usually 
made  at  unfavorable  prices.  The  defaulter  must  pay  the 
commission  of  the  official  brokers  and  any  loss  incurred 
through  the  compulsory  closing  of  the  dealings. 

Financing  the  Carry  Over.  A  customer  of  a  broker  may 
ask  that  stocks  he  has  bought  may  be  carried  over  until 
the  next  settlement.  The  broker  has  contracted  to  pay 
the  jobber  at  the  present  settlemtent.  In  order  to  do  this, 
lie  must  either  sell  for  delivery  at  this  settlement,  and  bal- 
ance the  transaction  by  selling  for  the  next  settlement  or  he 
must  take  up  and  pay  for  the  stocks,  using  his  own  capital, 
or  borrowing  if  his  own  funds  are  insufficient  to  meet  the 
demands  of  all  his  customers. 

Banks  which  have  surplus  funds  on  hand  usually  lend 
money  to  the  brokers  and  jobbers  for  carrying  over,  receiv- 
ing as  security  the  bonds  and  stocks  carried  over.  The 
deposit  is  required  to  be  of  active  securities  and  of  a  larger 
amount  than  the  loan.  The  marg-in  demanded  may  be  from 
10%  to  40%,  according  to  the  state  of  the  money  market 
and  the  standing  of  the  borrower.     Many  large  firms  of 
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brokers  and  jobbers  receive  deposits  of  cash  from  cus- 
tomers who  have  surplus  funds  to  lend  for  carrying  over. 
Banks  also  allow  customers  to  participate  in  the  loans  they 
make.  The  jobber,  broker,  or  banker,  lending  the  money 
takes  all  the  risk  of  loss  and  charges  a  higher  rate  to  the 
borrower  than  the  rate  they  allow  to  the  depositor  of  the 
funds.  The  difference  is  a  fair  charge  for  (1)  the  risk  in- 
volved, (2)  for  the  trouble  of  examining  the  value  of  the 
securities  deposited  as  collateral,  and  (3)  for  watching  so 
that  on  any  fall  in  market  value,  additional  collateral  is  de- 
manded from  the  borrower.  During  the  period  of  the  loan, 
the  borrower  is  allowed  to  withdraw  any  stocks  or  bonds 
he  has  sold  for  immediate  delivery,  on  condition  that  he 
replaces  them  by  equally  good  securities  of  the  same  or 
greater  value. 

Bad  Deliveries — Irregular  Securities.  All  disputes  be- 
tween members,  as  to  a  security  being  negotiable  or  not, 
(good  or  bad  delivery),  must  be  referred  to  the  Committee, 
whose  decisions  are  final  and  must  be  observed  by  all  the 
parties  concerned.  A  certificate  to  bearer  is  bad  delivery 
if  there  is  written  on  it  anything  except  the  signatures 
of  the  officials  acting  on  behalf  of  the  company  issuing  the 
certificate.  A  holder  must  not  write  his  name  on  the 
certificate  as  that  would  be  considered  to  show  a  right  of 
ownership,  which  would  prevent  its  free  negotiation. 

As  regards  the  signatures  of  the  officials  of  the  company 
or  government  issuing  the  securities,  the  London  Stock 
Exchange  requires  these  to  be  in  the  actual  writing  of  the 
agents  for  British  issues.  The  Paris  Stock  Exchange  ac- 
cepts lithographed  or  stamped  signatures  but  these  are  not 
accepted  in  London. 

All  securities  in  default,  for  payment  of  interest,  are  bad 
delivery  unless  all  the  unpaid  coupons  are  attached. 

A  certificate  which  is  in  bad  condition  is  not  bad  delivery 
unless  a  large  portion  of  it  has  been  torn  or  an  important 
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part  of  the  sheet  is  missing  or  obliterated.  Every  member 
dealing-  with  a  security  guarantees  its  genuineness  to  mem- 
bers receiving  it  through  him.  Complaints  of  bad  deliveries, 
as  regards  missing  or  irregular  coupons,  are  not  permitted 
if  the  purchaser  of  the  security  has  held  it  for  longer  than 
eight  days  without  making  complaint  to  the  seller,  unless 
such  seller  knew  the  certificate  to  be  irregular. 

Drawings  of  Bonds.  The  buyer  of  securities  subject  to 
periodical  drawings,  for  repayment  of  principal  or  other- 
wise, cannot  claim  delivery  before  the  settlement  date, 
unless  agreed  at  the  time  of  purchase.  Deliveries  should 
be  made  in  bonds  which  have  not  been  called  in  for  redemp- 
tion. 

Bonds  which  have  been  drawn  for  redemption  are  bad 
deliveries;  any  profit  on  them  belongs  to  the  former  holder; 
if  delivered  by  error,  they  should  be  returned  within  nine 
days.  If  the  seller  of  a  bond  holds  it  beyond  the  agreed  date 
for  delivery,  he  must  pay  to  the  purchaser  the  amount  of 
any  coupon  paid  after  the  proper  delivery  date.  The  Stock 
Exchange  requires  that  members  dealing  in  certificates  to 
bearer  shall  book  the  consecutive  numbers  of  the  securities. 

Lost  or  Stolen  Securities.  The  transfer  of  registered 
shares  or  bonds,  which  have  been  stolen  or  lost,  can  be 
stopped  by  serving  proper  notice  on  the  transfer  agents 
for  such  securities.  Any  person  presenting  the  certificates 
for  transfer  would  then  have  to  prove  that  he  acquired 
them  legally  from  the  registered  holder  or,  failing  this, 
would  have  to  return  them  to  him. 

Certificates  to  bearer  are  transferable  by  the  mere  hand- 
ing over,  and  any  person  who  buys  them  in  a  regular 
way,  without  knowing  they  have  been  stolen  or  lost,  has 
a  good  title  to  them.  The  fact  that  the  former  owner  who 
lost  them  has  given  notice  of  the  loss  or  theft  will  have 
no  effect,  unless  it  can  be  proved  that  this  notice  came 
to  the  knowledge  of  the  subsequent  purchaser,  and  that  he 
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actually  was  aware  of  such  fact  at  the  time  he  bought  the 
securities. 

For  foreign  securities  to  bearer,  which  are  traded  on 
the  Paris  Bourse,  a  notice  of  opposition  (in  case  of  loss  or 
theft)  is  served  on  brokers,  bankers,  and  dealers  in  securi- 
ties, and  it  is  also  advertised.  This  notice  of  "opposition" 
gives  the  original  owner  of  lost  or  stolen  securities  the  right 
to  reclaim  them  from  any  person  who  deals  in  them  after 
the  publication  of  the  notice,  subject  to  certain  limitations 
which  are  explained  in  the  section  dealing  with  the  Paris 
Bourse, 

The  notices  of  opposition  given  in  France  have  no  eflfect 
on  dealings  made  in  England.  A  British  purchaser  who 
has  received  dehvery  of  securities  mentioned  in  such  notices 
of  opposition,  has  the  right  to  return  them  to  the  seller 
as  "bad  delivery." 

If,  through  error  or  negligence,  the  delivery  of  such 
securities  is  accepted,  the  British  purchaser  has  a  good  title 
to  them,  unless  it  can  be  proved  definitely  that  he  knew 
they  had  been  stolen  or  lost. 

Transfer  Forms — Refusals  of  Transfers.  Contrary  to  the 
general  American  practice,  a  transfer  of  registered  shares 
or  bonds  is  made  on  a  separate  form.  The  transfer  form 
must  be  signed  by  both  the  seller  and  the  purchaser,  in  the 
presence  of  a  witness  for  each  signature.  Confirmation  of 
the  signature  by  a  broker  is  not  required.  The  purchaser 
pays  the  stamp  duty  payable  on  the  purchase  price,  and 
the  fees  charged  by  companies  for  registering  the  transfers 
and  issuing  new  certificates. 

The  seller  is  responsible  for  any  excess  charges  or  stamp 
duties  caused  through  his  making  delivery  in  small  lots. 

For  transfers  signed  abroad,  most  English  companies 
require  the  signature  to  be  certified  by  a  British  Consul  or 
Vice-Consul,  or  by  a  foreign  ambassador,  magistrate,  or 
notary.     Everv  alteration  on  the  transfer  form,  b}^  erasure 
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or  by  the  writing  of  additional  words  or  figures,  must  be 
approved  by  both  buyer  and  seller  writing  their  initials  on 
the  margin  of  the  transfer  form,  opposite  to  each  alteration. 
After  the  transfer  forms  have  been  completed  by  the  buyer 
and  seller,  they  are  deposited  with  the  companies  for  regis- 
tration, and  for  the  issue  of  new  certificates.  All  transfers 
of  shares  require  to  be  approved  by  the  directors  of  the 
various  companies,  and  the  certificates  must  be  signed  by 
at  least  one  director.  As  board  meetings  in  Great  Britain 
are  usually  held  at  intervals  of  one,  two,  or  three  months, 
this  causes  delays  in  the  issue  of  the  new  certificates.  The 
buyer  pays  the  charges  of  the  company  for  registration, 
which  is  usually  2s.  6d.  (60c.)  per  transfer.  Where  transfer 
forms  have  been  lost,  a  signature  of  the  seller  to  a  new 
transfer  form  can  be  claimed,  but  the  seller  has  the  right 
to  ask  for  an  indemnity,  in  case  he  becomes  liable  for  the 
lost  transfer  form  being  misused. 

Holders  of  registered  shares  usually  have  the  right  to 
exchange  them  for  certificates  to  bearer,  on  payment  of  the 
stamp  duties  and  the  small  charge  for  the  issue  of  the  new 
certificates.  An  ad  valorem  duty  is  payable  on  certificates 
to  bearer  at  the  rate  of  three  times  the  duty  which  would  be 
paid  on  the  transfer  of  a  registered  share.  The  stamp 
duty  is  impressed  on  the  certificate  to  bearer;  it  is  payable 
only  once. 

Rights  of  Subscription.  The  subscription  rights  for  new 
shares  belong  to  the  buyer  of  the  old  shares  and  he  should 
claim  these  rights  within  a  reasonable  time.  Most  com- 
panies allow  the  subscription  rights  to  be  transferred.  If 
not  so  allowed,  the  Stock  Exchange  Committee  fixes  a 
value  for  the  rights  to  subscribe  and  the  purchaser  is  en- 
titled to  deduct  this  sum  from  the  price  of  the  shares,  until 
the  special  settlement  for  the  new  shares  takes  place. 

Refusal  of  Transfers  by  Company.     The  directors  of 
British  companies  have  the  right  to  refuse  transfers  of  both 
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partly  and  fully  paid  shares,  without  being  compelled  to 
give  any  reasons  for  the  refusal.  They  can  be  restrained 
by  a  court  of  law  from  systematic  refusal  of  transfers,  in- 
tended to  compel  stockholders  to  sell  to  themselves  or 
their  agents. 

In  practice,  the  directors  pass  all  transfers  of  fully  paid 
shares,  unless  they  have  been  bought  by  someone  who  is 
known  to  be  hostile  to  the  company.  When  shares  are  not 
fully  paid,  the  directors  will  refuse  transfer  unless  they  are 
satisfied  that  the  purchaser  is  able  to  pay  the  amounts  still 
unpaid  on  the  shares. 

Transfers  of  partly  paid  shares  to  foreigners  may  also 
be  refused,  especially  if  they  are  non-residents,  because 
the  company  would  be  unable  to  enforce  payments  of  the 
remaining  instalments. 

In  case  of  refusal  of  transfers,  the  positions  of  the  mem- 
bers of  the  Stock  Exchange  are  as  follows:  (1)  the  selling 
member  undertakes  to  deliver  a  certificate  for  the  registered 
shares  or  bonds,  and  a  transfer  duly  signed  by  his  cus- 
tomer or  by  himself,  if  he  is  a  jobber  and  the  registered 
holder. 

(2)  The  purchasing  member  undertakes  to  receive  and 
pay  for  the  certificate,  and  to  have  the  transfer  completed 
and  registered  in  the  name  of  the  purchaser,  so  as  to  relieve 
the  former  holder  from  any  responsibility  on  the  shares 
or  bonds. 

When  these  things  have  been  done,  the  members  of  the 
Stock  Exchange  have  no  further  responsibility  towards 
their  customers. 

The  transfer  of  ownership  of  the  securities  dates  from 
the  time  when  the  contract  for  the  sale  is  made  on  the  Ex- 
change, not  from  the  date  when  the  transfer  is  signed. 

From  the  actual  date  of  the  sale,  the  seller  holds  the 
securities  in  trust  for  the  buyer.  If  the  holder  pays  any 
calls,  the  purchaser  must  pay  him  the  amount  of  them,  in 
addition  to  the  purchase  price.     If  the  holder  receives  any 
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dividend  or  interest  before  the  transfer  is  made,  he  must 
pay  the  amount  to  the  purchaser  or  deduct  it  from  the  pur- 
chase price.  If  any  rights  of  subscriptions  for  new  shares, 
or  any  dividends  or  bonuses  are  declared,  they  are  the 
property  of  the  purchaser  and  the  seller  cannot  demand  any 
increase  of  purchase  price  in  consequence  of  them. 

If  the  company  refuses  to  make  a  transfer  of  the  securi- 
ties to  the  purchaser,  the  seller  must  continue  to  hold  them 
in  trust.  He  must  account  to  the  purchaser  for  all  divi- 
dends or  interest  received,  and  he  has  the  right  to  be  reim- 
bursed for  any  payments  of  calls  (assessments). 

The  stockbrokers  who  arrange  the  purchase  or  sale 
have  no  responsibility  of  any  kind  to  either  of  the  parties. 
They  are  employed  as  agents,  to  find  a  purchaser  or  a  seller, 
and  having  done  this  their  duty  is  completely  discharged. 
To  avoid  inconveniences  of  this  kind,  it  is  advisable  to 
have  transfers  presented  to  the  companies  promptly.  Then, 
if  the  transfer  is  refused,  action  can  be  taken  without  delay. 

Transfers  in  Blank.  The  London  Stock  Exchange  rules 
forbid  the  acceptance  of  a  transfer  in  blank,  that  is,  signed 
only  by  the  seller,  for  British  bonds  and  shares.  The  reason 
is  that  the  transfers  would  be  worthless  in  case  the  death 
or  bankruptcy  of  the  transferor  occurred  before  the  transfer 
was  actually  made  by  the  issue  of  a  new  certificate. 

Transfers  of  American  Bonds  and  Stocks.  The  negotia- 
tion of  these  securities  is  permitted,  because  the  form 
printed  on  the  back  of  the  certificates  is  not,  in  itself,  a 
transfer,  and  is  only  the  appointment  of  an  attorney  in 
the  United  States,  for  the  purpose  of  making  the  transfer 
there.  As  the  transfer  is  not  made  in  England,  (by  the 
mere  signing  of  the  power  of  attorney),  no  transfer  duty 
is  payable  there  but  the  certificates  are  considered  as  cer- 
tificates to  bearer  and  are  subject  to  the  annual  tax  on 
bearer  certificates. 
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If  an  American  or  Canadian  company  keeps  a  transfer 
office  in  Great  Britain,  or  has  an  agent  there  for  registering 
British  transfers  of  its  securities,  transfer  duty  must  be  paid 
at  the  same  rate  as  for  British  securities.  The  transfers 
of  American  securities  endorsed  in  blank  cause  incon- 
venience in  the  collection  of  interest  and  dividends,  on  ac- 
count of  having  to  trace  the  previous  holders  and  recover 
from  them  the  amounts  received  direct  from  the  com- 
panies. If  the  certificates  are  registered  in  the  names  of 
hnancial  houses  established  in  London,  or  of  the  London 
branches  or  agents  of  New  York  houses,  the  position  of 
the  purchaser  is  much  safer. 

Transfers  in  Case  of  Death.  If  the  deceased  has  made  a 
valid  will,  the  executors  named  in  it  register  the  will  and  so 
take  power  to  deal  with  the  estate.  A  copy  of  the  will  is 
issued  by  the  Probate  Court,  to  which  is  added  an  official 
recognition  of  the  powers  of  the  executors  to  deal  with 
the  estate.  This  "probate"  is  produced  to  the  transfer 
office  of  each  company  of  which  the  deceased  held  regis- 
tered shares  or  bonds.  The  company  then  alters  its  share 
or  bond  register,  to  show  that  the  ownership  is  vested  in 
the  executors. 

If  the  deceased  left  no  will,  "letters  of  administration" 
must  be  taken  out  from  the  court  by  the  persons  who  are 
dealing  with  the  estate.  The  documents  issued  from  the 
court  are  produced  to  the  company,  and  dealt  with  in  the 
same  way  as  the  copy  of  probate.  Only  the  original  "pro- 
}>ate"  or  "letters  of  administration"  is  used.  Each  transfer 
office  returns  the  document. 

Stocks  and  Bonds  of  Married  Women.  British  law  gives 
a  single  or  married  woman  complete  control  over  her  own 
property.  A  husband  has  no  claim  on  the  real  or  personal 
property  of  his  wife  during  her  lifetime  and  she  may  dis- 
pose of  it  as  she  thinks  fit,  at  any  time,  without  his  consent. 

The  signature  of  a  married  woman  to  a  transfer  is  com- 
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plete  and  binding.  A  wife  adopts  her  husband's  surname 
on  her  marriage,  and  signs  in  his  name,  thus: — "Mary- 
Smith,  wife  of  John  vSmith."  A  widow  would  sign,  thus, 
"Mary  Smith,  widow." 

The  directors  of  a  company  have  the  right  to  refuse  to 
transfer  partly-paid  shares  to  a  married  woman,  except  on 
the  condition  that  her  husband  undertakes  responsibility 
for  the  amount  unpaid  on  the  shares. 

A  single  woman  (usually  described  as  a  "spinster"), 
when  she  marries,  should  produce  to  the  company  a  copy 
of  her  marriage  certificate,  so  that  the  registration  of  stocks 
or  bonds  may  be  changed  to  her  new  surname. 

All  dealings  in  shares  and  bonds,  in  Great  Britain,  are 
subject  to  the  British  laws,  even  if  the  dealings  are  made  by 
a  foreigner  or  the  securities  are  those  of  foreign  govern- 
ments or  corporations. 

Option  Dealings.  The  French  methods  of  dealing  in 
options  have  been  fully  explained  in  the  section  dealing 
with  the  Paris  Bourse. 

In  Paris  such  dealings  are  recognized  by  law  and  claims 
for  differences  can  be  recovered  through  the  Courts.  In 
Great  Britain  option  dealings  are  considered  as  gambling 
or  wagering,  and  dififerences  cannot  be  sued  for,  because 
The  transactions  are  illegal  unless  it  is  proved  that  actual 
dealings  on  the  .Stock  Exchange  were  made. 

Dealings  in  options  are  made  on  the  London  Stock  Ex- 
change. The  differences  between  the  London  and  Paris 
methods  of  dealing  in  options  are  here  explained.  The 
buyer  of  an  option  pays  "option  money"  for  the  right  to 
take  delivery  or  not,  at  his  choice,  of  certain  securities  at 
a  staled  date.  The  price  at  which  the  shares  may  be  taken 
up  is  the  exact  market  price  at  the  time  the  option  pur- 
chase is  made.  At  the  settlement  the  purchaser  of  the 
option  must  declare  whether  he  will  exercise  his  option 
or  not.     If  he  abandons  it,  he  pays  the  option  money  and 
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has  no  further  responsibility.  The  price  of  the  option  de- 
pends on  the  probability  of  a  rise  or  fall  occurring  within 
the  period  over  which  the  option  extends. 

The  jobbers  fix  the  buying  and  selling  prices  for  options; 
the  difi^erence  between  the  two  rates  is  their  profit. 

The  period  of  the  option  may  extend  over  several  settle- 
ments. 

Close   Connections  Between   London  and  Paris.     The 

shortness  of  distance  between  the  London  and  Paris  Stock 
Exchanges  has  resulted  in  a  continuous  exchange  of  busi- 
ness between  the  two  centres.  Although  their  methods  of 
dealing  are  different  in  many  respects,  they  deal  in  con- 
siderable quantities  of  the  same  stocks.  A  dealer  can  attend 
either  the  London  or  Paris  Stock  Exchanges  until  the  close, 
and  still  have  time  to  journey  to  the  other  city,  by  trains 
and  steamer,  and  arrive  before  midnight.  By  the  regular 
aeroplane  passenger  service  the  journey  only  requires  about 
two  hours. 

There  is  a  public  telephone  service  direct  from  the  Paris 
Bourse  to  all  the  subscribers  of  the  London  telephone  sys- 
tem. The  ordinary  telegraph  service  is  slow,  as  the  lines 
are  overloaded  during  the  Stock  Exchange  hours  and  all 
messages  must  wait  their  turns;  there  is  no  arrangement 
for  giving  preference  to  urgent  messages  charged  at  a 
higher  rate. 

Comparison  of  London  and  Paris  Option  Dealings.    The 

option  is  taken  in  London  at  the  current  market  price;  in 
Paris  higher  or  lower  rates  are  quoted.  In  London,  the 
option  money  must  be  paid  whether  the  purchaser  makes 
use  of  his  option  or  abandons  it.  Stated  another  way,  if  a 
purchaser  takes  an  option  to  purchase  a  stock  at  a  fixed 
price,  then  if  he  decides  to  purchase  he  pays  that  price,  plus 
the  agreed  price  for  the  option. 

In  Paris,  the  purchaser  of  an  option  pays  option  money 
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only  if  he  abandons  the  option,  if  he  exercises  the  option  no 
option  money  is  payable. 

Option  moneys  are  payable  in  London  on  the  payment 
day  of  the  settlement. 

Kinds  of  Options.  There  are  usually  three  kinds  of 
options  which  may  be  purchased,  as  follows : 

(1)  Call  Option.  The  purchaser  of  the  option  has  the 
right  to  call  on  the  seller  of  the  option  to  deliver  to  him 
an  agreed  quantity  of  shares  at  a  certain  date,  or  within  a 
certain  period,  at  the  market  price  of  the  day  when  the 
option  was  bought.  Or,  the  purchaser  of  the  option  may 
abandon  his  option  if  it  is  unprofitable.  A  buyer  of  this 
kind  of  option  is  a  "bull"  speculator.  He  buys  the  option 
in  the  expectation  of  a  rise.  In  London,  the  option  money 
must  be  paid  whether  the  buyer  exercises  his  option  or 
abandons  it.  It  is  an  additional  part  of  the  cost,  if  the 
shares  are  taken  up. 

(2)  Put  Option.  The  purchaser  of  the  option  has  the 
right  to  deliver  a  stated  number  of  shares  at  a  stated  date, 
or  within  a  certain  period,  at  the  market  price  of  the  day 
when  the  option  is  purchased.  Or,  the  purchaser  of  the 
option  may  abandon  his  right,  if  he  finds  that  it  would  be 
unprofitable  for  him  to  exercise  it. 

The  purchaser  of  an  option  of  this  kind  is  a  "bear," 
speculating  on  the  probability  of  a  fall  in  prices.  The  op- 
tion money  is  payable  whether  the  purchaser  delivers  the 
stock  or  abandons  his  right  to  do  so. 

(3)  Put  and  Call  Option.  The  purchaser  buys  the  op- 
tions of  either  calling  on  the  other  member  to  deliver 
shares  to  him,  or  to  purchase  shares  from  him,  either  at  a 
certain  date  or  at  any  time  within  a  stated  period,  the  price 
in  both  cases  being  the  market  price  of  the  day  when  the 
option  bargain  was  made. 

In  London,  the  purchaser  of  the  options  is  not  entitled  to 
exercise  both  options  within  the  period  agreed.     In  Paris, 
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he  would  have  this  right.  The  option  money  is  payable  in 
full  in  London,  whether  the  purchaser  uses  one  of  the 
options  or  abandons  both.  The  rate  payable  for  the  put 
and  call  option  is  exactly  double  the  rate  for  the  single 
option  of  put  or  call. 

(4)  Call  of  More.  A  purchaser  in  this  case  pays  a  price 
above  the  market  price  for  a  stated  quantity  of  shares, 
which  he  buys  "firm"  (irrevocably).  In  consideration  of 
paying  more  than  the  market  price,  he  has  the  right  to  call 
on  the  seller  for  a  further  similar  quantity,  at  the  same 
price,  within  a  stated  period.  Or,  he  may  abandon  his  op- 
tion. No  separate  option  money  is  payable,  it  is  included  in 
the  price  of  the  shares  he  has  bought  firm.  The  "call  of 
more"  is  usually  made  between  jobbers  for  short  periods. 

Put  of  More.  The  buyer  of  this  option  sells  a  certain 
quantity  of  shares  "firm,"  at  a  price  lower  than  the  market 
price  of  the  day  when  the  bargain  is  made,  on  the  condi- 
tion that  he  shall  have  the  option  of  requiring  the  same 
purchaser  to  take  a  similar  quantity  at  the  same  price.  Or, 
he  may  abandon  the  option.  No  option  money  is  payable 
for  the  "put  of  more" ;  a  reduction  has  been  made  in  the 
selling  price  of  the  shares  sold  firm,  as  the  cost  of  the 
option. 

Examples  of  Options  Used  Otherwise  Than  for  Specula- 
tion. Most  options  are  used  for  speculation,  for  example, 
to  limit  a  loss,  where  stocks  have  been  bought  for  a  rise. 
Options  may  also  be  used  by  investors  who  possess  stock. 

As  an  example,  a  holder  of  $10,000  par  of  a  sound  bond, 
which  has  cost  him  $91%  of  its  par  value,  may  be  willing  to 
sell  at  $92%  or  to  buy  a  further  $10,000  par  at  $90%. 

He  may  obtain  one  of  these  results  by  selling  a  "put  and 
call  option"  at  $91%,  for  a  limited  period,  at  a  price  of  1%. 

If  the  price  remains  stationary  during  the  whole  period, 
so  that  it  would  be  unprofitable  for  the  purchaser  to  use 
either  of  the  options,  he  abandons  them  and  pays  the  1% 


LONDON     STOCK    EXCHANGE  587 

premium,  $100,  to  the  holder  of  the  stock.  This  will  bring 
the  cost  price  of  the  bonds  (to  the  holder)  below  90%.  If, 
on  the  other  hand,  the  market  rises,  the  buyer  of  the  option 
will  exercise  his  right  to  call  for  the  bonds  at  91%,  but  as 
the  holder  receives  1%  premium  for  the  option,  he  receives 
altogether  92%,  If  the  market  price  falls  below  91%,  the 
purchaser  of  the  option  will  exercise  his  other  option  to 
deliver  $10,000  par  of  the  bonds  at  91%.  In  this  case,  as 
the  holder  of  the  original  bonds  has  already  received  1% 
for  the  option,  this  second  lot  of  bonds  costs  him  only  90%. 

By  selling  double  options  the  holder  is  thus  certain  to 
attain  his  object,  without  incurring  any  risk. 

There  are  so  many  other  combinations  of  options  that 
it  would  be  impossible  to  explain  them  all  in  a  small  num- 
ber of  pages.  It  requires  considerable  experience  to  deal 
safely  with  the  combinations. 

Transfer  Stamp  Duties,  The  rates  in  force  in  January, 
1921,  are  shown  at  the  end  of  this  section. 

All  registered  foreign  shares  or  bonds,  which  are  not 
transferable  on  any  registers  kept  in  the  United  Kingdom, 
are  treated  for  stamp  duty  as  certificates  to  bearer  and  they 
are  required  to  be  stamped  (but  once  only)  with  three 
times  the  stamp  duty  which  would  be  payable  on  a  transfer 
of  a  registered  security  of  the  same  value.  The  par  value 
is  taken  as  the  actual  value  for  stamping.  Registered  se- 
curities must  pay  the  transfer  stamp  duty  each  time  they 
are  transferred,  whether  as  a  sale  or  as  collateral  for  a  loan. 

Exception  is  made  as  regards  the  transfer  of  securities 
held  in  trust,  where  the  trustee  is  changed,  or  where  shares 
are  transferred  to  a  person  to  be  held  in  trust.  The  duty 
payable  is  then  the  nominal  amount  of  £1  ($5),  for  each 
transfer.  -  Transfer  stamps  should  be  impressed  on  the 
transfer  forms.  They  may  be  bought  ready  stamped. 
Otherwise,  it  is  necessary  to  have  them  taken  to  the  Inland 
Revenue  Ofilice  to  have  the  stamps  impressed. 
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Contract  Stamp  (Brokers'  Notes).  Each  contract  note 
issued  by  a  stockbroker,  respecting  the  sale  or  purchase  of 
securities,  must  bear  an  inland  revenue  adhesive  stamp  of 
the  value  of  one  shilling  (25c.).  A  contract  note  should  be 
issued  for  every  transaction,  whether  made  for  cash  or  for 
the  settlement.  A  monthly  statement,  showing  the  cus- 
tomer's account  carried  over,  also  requires  to  be  stamped. 

A  list  of  stamp  duties,  with  the  exemptions  from  tax- 
ation, is  given  at  the  end  of  this  section. 

Compounding  for  Transfer  Stamp  Duty.  Some  com- 
panies have  an  arrangement  with  the  Inland  Revenue  Office 
for  paying  an  annual  stamp  duty  on  the  whole  of  their 
registered  shares.  Transfers  are  then  free  of  the  transfer 
stamp  duty. 

In  order  to  recover  this  outlay,  the  company  makes  an 
extra  charge  for  transfers,  equal  to  the  proportion  of  stamp 
duty  which  would  have  been  payable. 

Income  Tax  Deductions  at  the  Source.  The  British  sys- 
tem of  collecting  income  tax  provides  for  the  tax  being 
deducted  at  its  source.  For  example,  a  company  which 
pays  interest  on  bonds,  or  dividends  on  shares,  must  deduct 
income  tax.  The  interest  and  dividends  are  then  paid  less 
income  tax.  The  purchaser  of  shares  or  bonds  can  only 
claim  the  net  amount  of  interest  or  dividend,  that  is,  less 
income  tax.  The  dividends  and  interest  are  usually  paid  by 
cheque,  for  registered  bonds  or  stocks.  Foreign  holders 
should  have  such  cheques  paid  to  a  London  banker  for 
their  account.  A  short  letter  to  the  company,  asking  for 
this  to  be  done,  is  all  that  is  necessary. 

Lost  Dividend  Warrants,  If  a  cheque  sent  by  a  com- 
pany to  a  stockholder  in  payment  of  dividend  has  been  lost, 
a  new  cheque  can  be  obtained  after  a  reasonable  delay. 
Such  cheques  are  usually  crossed  "not  negotiable,"  which 
makes  their  transmission  by  post  perfectly  safe,  because 
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any  person  presenting  them  for  payment  could  be  com- 
pelled to  return  the  amount  to  the  lawful  owner  if  the 
cheque  had  been  stolen  or  lost.  On  the  request  of  the  stock- 
holder, the  companies  will  therefore  usually  issue  new 
cheques  to  replace  those  lost.  Some  of  the  companies  re- 
quire the  guarantee  of  the  stockholder's  bankers  against 
any  claim  for  payment  of  the  first  cheque. 

Cashing  of  Coupons.  The  practice  on  the  Continent  is 
to  pay  all  coupon  cheques  at  once,  on  demand.  English 
firms  require  the  coupons  to  be  left  with  them  for  three  or 
four  clear  days,  so  that  they  may  be  checked. 

Bankers  usually  charge  %%  to  54%  for  collection  of 
interest  payable  by  coupons.  They  also  charge  ^%  to  1% 
for  the  collection  of  the  amounts  of  bonds  due  for  redemp- 
tion. Some  foreign  companies  require  a  declaration  that 
coupons  payable  abroad  have  been  detached  from  the 
certificates  held  in  London. 

Coupons  payable  abroad  are  usually  sold  in  London  like 
foreign  cheques,  at  the  current  rate  of  exchange. 

Interest  on  some  of  the  American  bonds  is  payable 
in  dollars  in  New  York,  or  in  sterling  in  London,  at  the 
fixed  exchange  of  48  pence  per  dollar.  At  the  present  rate 
of  exchange,  cashing  these  coupons  in  London  would  cause 
a  loss  of  over  30%  to  the  holder. 

Collection  of  Dividends  and  Interest  on  American  Se- 
curities. American  stocks  and  bonds  endorsed  in  blank, 
for  transfer,  are  treated  in  London  as  certificates  to  bearer. 

When  dividends  or  interest  payments  are  due,  they 
are  paid  by  the  American  companies  to  the  persons  whose 
names  are  registered  in  the  United  States  as  being  the 
owners.  A  purchaser  of  the  securities  in  London  must  pre- 
sent them  to  the  previous  holder  (if  he  is  also  in  London), 
who  endorses  them  to  show  that  the  dividend  or  interest 
has  been  claimed  by  him ;  he  then  pays  their  amount  to 
the  purchaser.     Where  the  registered  holder  is  a  financial 
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house  in  London,  or  the  London  branch  of  an  American 
house,  there  is  no  difficulty  in  collecting  the  income  in  this 
way.  If  it  is  intended  to  hold  the  securities  as  an  invest- 
ment, they  should  be  sent  to  the  United  States  for  transfer. 
Some  of  the  London  firms  make  a  small  commission 
charge  for  paying  interest  or  dividends  on  securities  regis- 
tered in  their  names.  They  generally  object  to  continuing 
to  be  responsible  for  the  collection  of  the  income  after 
the  purchaser  has  had  time  to  have  a  transfer  made. 

Declaration  for  Exemption  from  Income  Tax.  Every 
British  subject  is  liable  to  pay  income  tax  on  his  income 
from  shares  and  bonds.  Americans  and  foreigners  are  also 
taxed  on  the  income  from  dividends  or  interest,  if  they  are 
residents  of  the  United  Kingdom,  or  of  a  British  colony  or 
dependency.  If  British  stocks  or  bonds  are  held  by  Ameri- 
cans or  foreigners  residing  abroad,  the  income  from  them 
is  not  subject  to  income  tax,  provided  that  a  declaration  of 
non-residence  is  made.  If  the  certificates  are  held  in  a 
foreign  country,  the  affidavit  of  non-residence  must  be 
made  before  a  British  Consul  or  Vice-Consul,  or  a  notary 
public.  The  affidavit  may  be  made  by  the  owner  of  the 
securities  or  by  a  foreign  banker  on  his  behalf.  The  per- 
son making  the  affidavit  declares  that  the  coupons,  (for 
certificates  to  bearer)  have  been  cut  from  securities  which 
belong  solely  to  himself  or,  (if  a  banker)  that  he  knows 
them  to  be  the  property  of  his  customer,  resident  abroad, 
and  that  no  British  subject,  wherever  he  may  reside,  and 
no  foreigner  residing  in  the  United  Kingdom,  has  any 
right  of  ownership  in  the  securities  or  the  coupons.  If 
the  certificates  are  deposited  in  the  United  Kingdom,  the 
affidavit  is  made  by  the  banker  or  other  person  entrusted 
with  the  collection  of  the  interest  or  dividends. 

The  affidavit  contains  the  full  name,  address,  and  occu- 
pation of  the  owner  of  the  securities  and  of  the  banker 
or  other  agent  making  the  declaration  on  his  behalf,  to- 
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gether  with  the  certificate  of  the  consul  or  notary,  a  state- 
ment of  the  total  amount  of  the  income  (written  in  words), 
from  the  coupons  or  dividend,  and  the  address  where  the 
certificates  are  deposited.  On  the  back  of  the  form  must 
be  stated  the  par  or  redeemable  values  of  the  securities 
and  the  consecutive  numbers  of  the  coupons.  The  forms, 
printed  in  English  or  French,  may  be  obtained  from  the 
Inland  Revenue  Office  free  of  charge.  British  Consuls 
usually  charge  a  small  fee,  of  about  2s.  6d.  (60c.)  for  at- 
testing the  declaration.  The  agents  for  the  collection  of 
the  coupons  deliver  the  affidavits  to  the  Inland  Revenue 
Office.  The  production  of  the  certificates  may  be  demanded 
by  the  Inland  Revenue  officials,  as  proof  of  the  correct- 
ness of  the  affidavit. 

The  declarations  should  be  made  with  exactness.  The 
Inland  Revenue  authorities  look  on  the  making  of  a  false 
declaration  of  this  kind  as  a  serious  offence,  and  they  spare 
no  pains  or  expense  to  punish  those  who  offend,  whoever 
they  may  be. 

It  is  not  possible  for  a  foreigner  who  is  a  non-resident 
to  obtain  complete  exemption  from  income  tax.  Interest 
receivable  from  British  government  bonds  issued  previous 
to  the  war,  and  all  income  from  interest  or  dividends  pay- 
able on  securities  of  companies  incorporated  in  Britain, 
are  subject  to  the  income  tax,  even  if  they  are  owned  by 
a  foreigner  and  non-resident. 

The  bonds  of  British  War  Loans  are  generally  free 
from  income  tax  on  the  interest. 

Some  British  companies  pay  the  bondholders'  or  stock- 
holders' portion  of  the  income  tax  from  their  profits  and 
pay  the  interest  or  dividends  in  full,  "free  of  income  tax." 

British  Government  Securities.  There  are  three  chief 
kinds  of  debts  owned  by  the  British  government,  namely, 
the  Consolidated  Debt  (Consols),  the  War  Loans,  and  the 
Floatinsf  Debt. 
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Long-Term  Loans.  The  Consolidated  Debt  consists  of 
loans  raised  by  issues  of  bonds  redeemable  at  long  inter- 
vals. As  exceptions,  some  of  the  bonds  issued  during  the 
recent  war  at  high  rates  of  interest  are  redeemable  in  a 
relatively  short  period.  They  will  probably  be  largely 
replaced  by  new  issues  at  lower  rates  of  interest.  The 
Government  bonds  issued  during  the  war  were  generally 
not  subject  to  the  income  tax  which  is  charged  on  interest 
payable  on  the  old  bonds. 

In  addition  to  its  own  international  indebtedness,  the 
British  government  guarantees  the  principal  and  interest 
of  a  number  of  securities  issued  by  dependencies  for  con- 
structing profit-earning  works,  such  as  railways  and  irri- 
gation dams. 

Short-Term  Loans.  Money  is  raised  by  the  British 
government  on  short-term  notes  by  the  issue  of  Exchequer 
bills,  Exchequer  bonds,  and  Treasury  bills.  They  are  favor- 
ite investments  for  bankers  and  insurance  companies. 

Exchequer  Bills.  The  amount  of  Exchequer  bills  de- 
pends on  the  temporary  needs  of  the  government  for  ac- 
commodation, pending  the  receipt  of  revenue  from  income 
and  other  taxes.  They  are  issued  in  certificates  of  a  par 
value  of  ilOO  ($500),  i200,  £500  and  il,000.  They  are  re- 
payable in  five  years  or  earlier,  but  the  holder  can  receive 
payment  at  any  time  on  giving  three  days'  notice  and  de- 
positing his  certificates  with  the  Bank  of  England  for  ex- 
amination. The  interest  varies  with  the  rates  current 
on  the  money  market. 

Every  six  months  the  government  advertises  the  rate 
which  will  be  paid  on  the  Exchequer  bills  for  the  following 
six  months.  Interest  is  payable  quarterly,  the  first  pay- 
ment being  March  11th. 

These  securities  are  quoted  on  the  Stock  Exchange  in 
percentages  of  their  par  values.  The  interest  accrued  since 
the  last  payment  is  not  included  in  the  quoted  price.     A 
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buyer  must  pay  the  agreed  purchase  price,  plus  the  interest 
from  the  last  quarterly  payment  up  to  the  date  of  taking 
delivery.  The  certificates  are  to  bearer,  and  have  interest 
coupons  attached.  A  space  is  provided  on  the  certificate 
so  that  the  holder  may  write  his  name  and  so  make  the 
certificate  an  inscribed  security.  It  would  then  require 
to  be  transferred  by  endorsement.  Without  this  signature 
it  is  transferable  by  delivery.  Interest  is  payable  on  presen- 
tation of  the  coupons,  in  both  cases. 

Treasury  Bills.  This  is  an  altered  form  of  bond  in- 
tended to  replace  the  Exchequer  bills.  The  certificates  are 
for  £1,000  ($.S,000),  i5,000  and  £10,000  and  are  to  bearer, 
unless  the  holder  makes  them  registered  securities  by  writ- 
ing his  name  on  the  certificate,  in  a  space  provided  for 
that  purpose.    Transfer  must  then  be  made  by  endorsement. 

These  securities  are  payable  at  three,  six,  nine,  or 
twelve  months.  They  are  sold  by  the  Bank  of  England  in 
monthly  issues,  the  price  being  fixed  by  tenders  from  bank- 
ers and  others,  the  highest  tender  being  usually  accepted. 
No  interest  is  payable;  the  price  at  which  they  are  sold  is 
net,  the  interest  being  understood  to  have  been  deducted 
in  the  price  offered  by  the  purchaser.  These  notes  are  pay- 
able on  the  exact  date  when  they  become  due,  at  their  par 
values. 

Exchequer  Bonds.  These  are  usually  issued  for  a  defi- 
nite number  of  years,  at  a  fixed  rate  of  interest,  and  are  not 
redeemable  before  the  date  stated.  They  are  issued  at 
prices  offered  by  tender.  The  certificates  are  in  amounts  of 
£500,  ($2,500),  £1,000,  £5,000,  and  £10,000;  they  are  certifi- 
cates to  bearer  with  interest  coupons  attached.  The  market 
price  of  these  securities  does  not  include  the  interest  ac- 
crued. In  addition  to  the  quoted  price,  the  buyer  must  pay 
the  interest  accrued  since  the  date  of  the  last  coupon,  and 
up  to  the  date  of  delivery. 
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Transfers  of  British  Government  Bonds.  The  certifi- 
cates of  short-term  loans,  which  are  to  bearer,  are  trans- 
ferred by  the  mere  handing  over;  that  is,  by  delivery.  If 
the  holder  has  written  his  name  on  the  Exchequer  bills 
or  Exchequer  bonds,  the  transfer  is  made  by  endorsement 
of  the  certificate  and  the  attestation  of  the  signature  by  a 
Avitness.  War  Loan  bonds  are  also  generally  certificates 
to  bearer,  with  interest  coupons  attached. 

The  bonds  issued  before  the  war  are  called  "Inscribed 
Stock,"  for  which  no  certificates  are  issued,  the  ownership 
being  shown  by  an  entry  in  the  books  of  the  Bank  of  Eng- 
land, which  is  the  agency  for  the  issue  and  repayment  of  all 
British  Government  bonds.  Transactions  on  the  Stock 
Exchange  in  these  securities  are  always  for  inscribed  stock, 
unless  specially  stated  otherwise. 

The  holder  of  stock  may  obtain  certificates  to  bearer  for 
amounts  of  £50,  ($250),  £100,  £200,  i500  or  £1,000  on  pay- 
ment of  a  fee  of  two  shillings  per  £100  sterling  (1/lOth  of 
1%).  The  certificate  to  bearer  has  coupons  attached,  for 
collection  of  the  quarterly  dates  beginning  January  5th. 
The  coupons  are  renewed  without  charge.  If  the  holder 
writes  his  name  on  the  certificate,  transfer  must  be  made 
by  endorsement  of  the  certificate  and  by  the  holder's  signa- 
ture being  attested  by  a  witness. 

If  the  old  kind  of  consolidated  stock  is  bought  as  "in- 
scribed stock."  no  certificate  is  issued.  In  giving  an  order 
to  a  broker  to  purchase  this  kind  of  stock,  the  customer 
should  also  supply  his  full  name,  address  and  occupation, 
for  entry  on  the  books  of  the  Bank  of  England.  If  he  al- 
ready holds  other  inscribed  stock,  the  details  furnished  must 
be  exactly  the  same  as  those  for  the  previous  purchase, 
otherwise  a  separate  account  will  be  opened.  Should  such 
an  error  be  made,  the  Bank  of  England  will  correct  the  en- 
tries on  receiving  an  affidavit  as  to  the  facts  from  the  holder. 

No  charge  is  made  for  the  transfer  of  British  Govern- 
ment inscribed  stock.     (Note  that  the  word  "stock,"  applied 
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to  British  Government  funds,  has  a  different  meaning  from 
the  word  as  used  in  the  United  States,  where  it  is  equiva- 
lent to  "shares.") 

The  purchasing-  broker  gives  a  purchase  ticket  to  the 
jobber  from  whom  he  buys  inscribed  stock.  This  ticket 
contains  the  details  of  the  name,  address,  and  occupation 
of  the  customer,  in  order  that  the  transfer  may  be  made 
to  him.  The  purchasing  broker  also  delivers  another  ticket, 
which  is  to  serve  as  a  transfer  receipt  and  which  states  the 
name  of  the  customer,  the  par  value  of  the  stock,  the  price, 
and  the  total  amount  of  the  transaction. 

The  jobber  or  selling  broker  has  the  transfer  made  in  the 
books  of  the  Bank  of  England  and  gets  the  signature  of  the 
seller  on  the  transfer  receipt,  this  signature  is  counter- 
signed by  an  official  of  the  Bank  of  England.  The  receipt 
is  only  evidence  that  the  transfer  formalities  have  been 
completed.  It  does  not  give  any  title  to  the  stock  and  it 
need  not  be  produced  when  the  stock  is  again  transferred 
after  a  sale. 

For  a  transfer  following  a  sale,  the  holder  must  attend 
personally  at  the  Bank  of  England,  accompanied  by  his 
stockbroker  (who  identifies  him  to  the  offfcials),  in  order  to 
sign  the  transfer  in  the  registers  of  the  bank.  Or,  the  seller 
may  give  a  power  of  attorney  to  his  broker,  to  represent  him 
for  the  formalities  of  the  transfer.  The  selling  broker  must 
attend  to  the  details  of  the  transfer  and  deliver  the  transfer 
acknowledgment  to  the  jobber  to  whom  he  has  sold. 

Transfers  may  be  made  at  the  bank  every  business  day 
except  Saturday  from  9.30  a.  m.  to  1  p.  m.,  without  charge; 
or  from  1  p.  m.  to  3  p.  m.  on  weekdays;  and  from  11  a.  m. 
to  1  p  m.  on  Saturdays,  on  payment  of  2s.  6d.  (60c.). 

Dividends  on  British  Government  Stocks.  Dividends 
are  payable  at  the  Bank  of  England  on  the  exact  days  they 
are  due,  from  9  a.  m.  to  4  p.  m. 

The  payments  are  made  by  cheque  and  the  receiver  must 
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sign  a  receipt  in  the  books  of  the  bank.  A  holder  attending 
for  the  first  time,  to  claim  a  cheque,  must  be  accompanied 
by  a  stockbroker,  for  identification.  No  identification  is  re- 
quired afterwards.  The  cheque  must  be  signed  at  the  time 
it  is  received  and  it  is  then  countersigned  by  the  bank  offt- 
cial  in  attendance.  The  cheque  may  be  cashed  at  once,  in 
the  bank.  For  stock  standing  in  the  names  of  several  per- 
sons, the  bank  may  pay  any  one  of  them. 

Non-residents  of  London  who  cannot  attend  at  the  bank, 
to  receive  dividend  cheques,  may  have  them  sent  by  post, 
on  making  the  request  for  this  on  a  form  supplied  by  the 
bank.  Or  the  holder  may  nominate  his  banker,  or  any 
other  person,  to  receive  the  dividends. 

Dividend  coupons  must  be  left  with  the  Bank  of  Eng- 
land for  three  days,  for  examination,  before  payment  may 
be  claimed. 

For  lost  coupons  the  bank  will  issue  duplicates  after  a 
delay  of  six  months,  provided  that  a  London  banker  will 
guarantee  the  bank  against  any  loss,  by  reason  of  payment 
of  the  lost  coupon  being  afterwards  demanded. 

Principal  and  interest  unclaimed  during  ten  years  is 
transferred  to  the  credit  of  the  Commissioners  of  the  Na- 
tional Debt. 

Purchasers  of  British  Government  stock  should  take 
note  of  all  the  details  of  their  holdings,  because  the  Bank 
of  England  refuses  to  give  any  details  of  them  to  enquirers. 
This  is  in  order  to  prevent  fraud  by  the  personation  of 
holders. 

Powers  of  Attorney  for  British  Government  Bonds.  The 

Bank  of  England  issues  printed  forms  of  po\\i2rs  of  attorney 
for  the  appointment  of  agents,  by  persons  who  are  unable 
to  attend  at  the  bank  to  sign  the  registers  for  transfer  or 
for  receipt  of  interest  cheques.  Separate  forms  may  be 
obtained  for  sale,  transfer,  acceptance  or  for  receiving  divi- 
dend cheques.    A  combined  form  is  also  issued,  good  for  all 
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of  the  operations  named.  Powers  of  attorney  to  receive 
dividends  amounting  to  less  than  £Z,  ($15)  per  annum  are 
free.  Powers  of  attorney  to  receive  one  dividend  only  cost 
1/-,  for  a  succession  of  dividends  the  charge  is  5/-;  for 
a  sale  amounting  to  less  than  £20,  ($100)  the  power  of  at- 
torney costs  6/6  ($1.62)  ;  all  the  other  forms  cost  lis.  6d. 
each.  ($2.88). 

The  powers  of  attorney  must  be  deposited  at  the  Bank 
for  registration,  they  may  be  collected  and  used  on  the 
same  day. 

Powers  of  attorney  signed  abroad  must  be  attested  by 
a  British  Consular  official,  or  a  notary  public. 

Where  executed  in  the  United  Kingdom  they  must  be 
attested  by  two  witnesses,  who  must  state  their  addresses 
and  occupations. 

Married  persons  should  not  attest  each  other's  signa- 
tures. 

Estates  of  Deceased  Persons.  Executors  or  administra- 
tors must  produce  probate  or  letters  of  administration  in 
order  to  bring  the  holdings  of  a  deceased  investor  under 
their  control  for  transfer. 

Trustee  Stocks.  These  are  safe  stocks  and  bonds  in 
which  executors  and  administrators  are  permitted  by  law  to 
invest  the  funds  of  estates.  An  executor  is  not  liable  for 
any  loss  through  investing  in  them,  but  he  would  be  liable 
for  loss  by  investing  the  estate  funds  in  other  securities 
unless  specially  authorized  by  the  will. 

The  list  of  "Trustee  Stocks"  includes  British  Govern- 
ment bonds  and  those  of  India  and  certain  stocks  of  the 
Canadian,  Australian  and  New  Zealand  governments,  mu- 
nicipal bonds,  certain  preferred  stocks  of  British  and  Indian 
railroads  and  water  supply  companies. 

Savings  Banks  are  also  permitted  to  invest  their  funds 
in  "Trustee  Stocks." 
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OTHER  RULES  AND  REGULATIONS  OF  THE 
LONDON  STOCK  EXCHANGE 

Settlements,  All  transactions  for  "cash"  or  "money"  are  set- 
tled direct  between  the  members  by  immediate  delivery  of,  and 
payment  for,  the  stocks  or  bonds.  The  Clearing  House  does  not 
clear  cash  dealings. 

Transactions  "for  the  account"  are  settled  on  the  half-monthly 
settling  day,  or  an  arrangement  is  made  two  or  three  days  before 
settling  day  to  carry  them  over  to  the  following  "account  day,"  15 
days    later. 

The  Clearing  House  clears  transactions  for  the  monthly  Consols 
settlement  for  those  members  who  subscribe  to  the  Clearing  House. 
Non-clearing  members  settle  direct  with  the  other  members  con- 
cerned. 

Membership  of  Stock  Exchange.  The  number  of  members  is 
not  limited,  but  it  remains  fairly  constant  at  slightly  over  4,000. 
Memberships  are  not  transferable,  but  a  retiring  member  may 
nominate  a  successor  for  the  approval  of  the  Committee  and  may 
receive  payment  for  such  nomination.  The  Committee  may  admit 
new  members  without  nominations,  but  this  right  is  exercised 
sparingly.  All  members  are  elected  for  one  year  only,  commencing 
from  25th  March.  Applications  for  re-election  must  be  made  each 
year,  by  letter,  on  or  before  15th  February.  The  Committee  have 
power  to  refuse  to  elect  or  to  re-elect  any  applicant,  without  stating 
reasons  for  the  refusal.  This  gives  the  Committee  absolute  control 
over  the  membership. 

Foreigners  are  not  eligible  for  election  unless  they  have  been 
residents  of  the  United  Kingdom  for  at  least  ten  years,  nor  until 
thej'  have  been  naturalized  at  least  five  years. 

Every  applicant  must  state  in  his  application  whether  he  pro- 
poses to  act  as  a  broker,  jobber  (dealer),  or  clerk,  or  that  he  is  not 
engaged  in  active  business  as  a  broker  or  jobber.  No  member  may 
change  from  broker  to  dealer,  or  from  dealer  to  broker,  without  first 
giving  one  month's  notice  to  the  Committee;  the  notice  is  posted  in 
the  "House"   (on  the  floor). 

Partnerships.  A  member  of  the  Stock  Exchange  must  not 
enter  into  partnership  with  any  person  who  is  not  a  member. 
(Sharing  of  commission,  on  business  introduced  by  a  non-member, 
is  not  held  by  the  Committee  to  constitute  a  partnership.) 

All  partnerships  must  be  notified  to  the  Committee  and  are  sub- 
ject to  their  approval.  Partnerships  arc  permitted  between  two  or 
more  brokers,  or  two  or  more  dealers  (jobbers),  but  partnerships 
between  brokers  and  dealers  are   forbidden. 

Market  Partnerships.  Members  dealing  generally  together  in 
any  particular  securities  and  participating  in  the  result,  shall  be 
held  responsible  for  the  liabilities  of  each  other,  not  only  in  the 
securities  in  which  they  are  jointly  interested,  but  also  in  any  other 
description  of  securities  in  which  either  of  them  may  transact  busi- 
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ness,  unless  they  shall  have  forwarded  to  the  Secretary  a  written 
notice  on  Form  No.  17  in  the  Appendix,  specifying  the  particular 
securities  in  which  they  deal  on  joint  account. 

Market  Partnerships  are  only  permitted  between  members  or 
firms,  who  each   deal  and  settle  their  bargains  in  their  own  name. 

No  Market  Partnership  shall  consist  of  more  than  two  Mem- 
bers or  Firms,  nor  shall  such  partnership  be  carried  on  in  any  other 
markets  than  those  in  which  both  parties  are  dealing. 

All  Market  Partnerships  must  be  notified  to  the  Secretary  and 
posted  in  the  Stock  Exchange.     (Rule  54.) 

Broker  Acting  as  Principal.  A  broker  may  either  buy  from  or 
sell  to  his  customer  for  his  own  account,  provided  that  he  clearly 
discloses  to  his  customer  that  he  is  acting  as  a  principal.  (The 
broker  usually  has  such  transactions  "put  through"  a  jobber's  book 
as  evidence  that  he  is  dealing  at  the  proper  market  price.) 

Matching  Orders.  Where  a  broker  has  buying  and  selling  orders 
from  different  customers,  at  the  same  limits  of  price,  he  may  match 
them,  provided  that  he  passes  the  transactions  through  the  books  of 
a  jobber  as  proof  that  each  customer  has  obtained  the  current  mar- 
ket price.  The  jobber  receives  a  small  fee  for  this.  A  broker  must 
not    share    anj'^    part    of   a    jobber's    "turn"    (profit). 

Customers    Not    Recognized    by    Stock    Exchange    Committee. 

The  Stock  Exchange  does  not  recognize  in  its  dealings  any  other 
parties  than  its  own  members;  every  bargain,  therefore,  whether 
for  account  of  the  member  effecting  it  or  for  account  of  a  principal, 
must  be  fulfilled  according  to  the, rules,  regulations  and  usages  of 
the   Stock   Exchange.      (Rule  69.) 

(Note:  By  a  later  rule,  non-members  (customers)  are  permitted 
to  share  in  the  proceeds  of  realization  of  a  member's  estate,  pro- 
vided the  claim  be  admitted  by  the  creditors  or,  in  case  of  dispute, 
by  the  Committee.     (Rule  174.) 

Bargains  Irrevocable.  .\n  application  to  cancel  bargains  in  the 
Stock  Exchange  will  not  be  considered  by  the  Committee  except 
on  a  specific  charge  of  fraud  or  misrepresentation,  or  a  material 
mistake.     (Rule  70.) 

Arbitration.  Disputes  concerning  Stock  Exchange  matters 
which  do  not  affect  the  general  interests  of  the  members  must  be 
referred  to  the  arbitration  of  members.  The  Committee  will  not 
consider  disputes  unless  the  arbitrators  cannot  come  to  a  decision. 
No  legal  proceedings  must  be  taken  in  such  matters  without  the 
consent  of  the  Committee.     (Rules  70  and  71.) 

Customers'  Claims  Against  Members.  The  Committee  has  power 
to  intervene  when  tlie  customer  of  a  member  attempts  to  enforce 
by  law  a  claim  against  another  member  which  is  not  justified  1)\' 
the  rules  and  customs  of  the  Stock  Exchange.     (Rule  12.^ 
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Complaints  by  Customers  Against  Members.  If  a  non-member 
makes  a  complaint  against  a  member,  the  Committee,  if  it  decides 
to  consider  it,  may  require  the  non-member  (customer)  to  sign  a 
form  of  reference  agreeing  to  submit  the  matter  to  the  arbitration 
of  the  Committee  and  to  be  bound  by  its  award.     (Rule  72).) 

Advertising  Forbidden.  A  member  of  the  Stock  Exchange  is 
not  allowed  to  advertise  for  business  purposes,  or  to  issue  circulars 
or  business  communications  to  persons  other  than  his  own  cus- 
tomers. 

Forbidden  Dealings.  Members  shall  not  do  speculative  busi- 
ness for  any  official  or  clerk  in  any  public  or  private  establishment 
without  the  knowledge  of  his  employer.     (Rule  76.) 

A  member  shall  not  make  a  private  bargain  with  an  individual 
member  of  a  firm  in  the  Stock  Exchange  if  the  bargin  is  concealed 
from  the  firm,  nor  with  a  clerk  for  his  own  account,  nor  with  a 
member  who  is  in  default  with  another  member.     (Rules  76  to  79.) 

Brokers  Forbidden  to  Act  as  Dealers.  No  member  or  authorized 
clerk  shall  carry  on  business  in  the  double  capacity  of  broker  and 
dealer,  or  make  prices  on  shunting  or  arbitrage  business,  except 
under  rule  86.     (Rules  80  and  81.) 

Contracts  Between  Non-Members.  A  broker  shall  not  receive 
brokerage  from  more  than  one  customer  on  transactions  carried  on 
directly  between  two  customers.  The  broker's  contract  note  must 
state  that  the  bargain  has  been  done  between  non-members.  The 
brokerage  must  be  charged  to  the  member  who  initiated  the  busi- 
ness. 

For  matched  buying  and  selling  orders,  the  prices  must  be  fair 
to  both  members.  A  broker  may  not  put  business  through  for 
another  broker.      (Rule  82.) 

A  broker  shall  not  execute  an  order  with  a  non-member  unless 
he  can  deal  in  that  way  to  better  advantage  for  his  principal  than  if 
he  deals  with  a  member.  The  broker  must  not  receive  commission 
from  the  non-member  and  the  business  must  not  be  put  through  a 
dealer's  book.     (Rule  83.) 

Commission  Sharing.  A  broker  shall  not  share  commission 
with  a  dealer  or  a  clerk  to  a  dealer.     (Rule  84.) 

Dealers  and  the  Public.  A  dealer  shall  not  deal  for  or  with  a 
non-member,  nor  carry  on  shunting  business  or  arbitrage  business, 
except  according  to  Rule  86.     (Rule  85.) 

Arbitrage  Business.  Subject  to  annual  authorization  by  the 
Committee,  a  member,  whether  broker  or  dealer,  may  carry  on  arbi- 
trage business  outside  the  United  Kingdom  with  a  non-member, 
but  a  broker  so  authorized  shall  not  make  prices  or  otherwise 
carry  on  the  business  of  a  dealer,  and  a  dealer  so  authorized  shall 
not  act  as  an  agent  (broker)  by  executing  orders  for  such  non- 
member.     (Rule  86.) 
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Dealings  in  Dividends  Forbidden.  A  member  shall  not  deal  in 
prospective     dividends.       (Rule    87.) 

Stock  Exchange  Holidays.  Unless  otherwise  ordered  by  the 
Committee,  the  Stock  Exchange  will  be  closed  on  the  following- 
days:  January  1st,  May  1st,  November  1st,  and  on  all  Bank  Holi- 
days. If  the  three  dates  above-named  fall  on  Sundays,  the  House 
shall  be  closed  on  the  following  days.  (The  Bank  Holidays  are: 
Good  Friday,  Easter  Monday,  Whit  Monday,  iirst  Monday  in  Au- 
gust, Christmas  Day,  and  the  day  following.  (January  1st  is  a 
leeal  holiday  in  Scotland,  but  not  in  England,  Ireland  or  Wales.) 
(Rule  88.) 

Lots  for  Dealings.  An  offer  to  buy  or  sell  an  amount  of  stock, 
bonds  or  shares  at  a  price  named,  is  binding  as  to  any  part  thereof 
that  may  be  a  marketable-quantity:  and  an  offer  to  buy  or  sell 
stocks,  bonds  or  shares  when  no  amount  is  named,  is  binding  to  the 
amount  of: 

£1,000  stock  or  bonds,  or  the  equivalent  in  foreign  currency. 

100  shares  of  a  market  value  of  less  than    £1 

50       "  "         "  "      "         £1  to  £15 

10      "  "        "  "      "         over    £15 

100  American  "Dollar"  Shares.     (Rule  92.) 

The  last  named  are  usually  in  lots  of  100  shares  of  $100  each. 

Continuations.  Continuations  are  bargains,  not  loans;  they  must 
be  effected  at  the  making-up  price,  or  at  the  then  existing  market 
price.     (Rule  98). 

Quotations  Ex-Div.  Government  and  Corporation  Securities,  In- 
scribed, Registered,  Certificates  or  Bonds,  shall  be  quoted  ex-divi- 
dend on  the  day  after  that  on  which  the  Books  close  for  the  pay- 
ment of  the  dividend. 

Securities  deliverable  by  Deed  of  Transfer,  except  Securities 
dealt  in  in  the  Mining,  Oil  and  Rubber  Markets  and  Registered 
Debentures,  shall  be  quoted  ex-dividend  on  the  Account-day  follow- 
ing the  date  of  the  closing  of  the  Books  for  the  payment  of  the 
dividend,  or  on  the  Account-day  following  the  date  on  which  the 
dividend  may  have  been  declared,  provided  the  dividend  be  made 
payable  to  the  holders  then  registered. 

Securities  dealt  in  in  the  Mining.  Oil  and  Rubber  Markets  shall 
be  quoted  ex-dividend  on  the  Account-day  following  the  payment 
of  the  dividend. 

Securities  to  Bearer  and  Registered  Debentures  shall  be  quoted 
ex-dividend  on  the  day  when  the  dividend  is  payable,  but  Securities 
to  Bearer  with  Coupons  payable  only  abroad  may  be  quoted  ex- 
dividend  on  the  Account-day  which  shall  allow  the  necessary  time 
for  the  transmission  of  the  Coupon  for  collection.     (Rule  101.) 

Quotation  of  American  Shares  Ex-Div.  American  shares  shall 
be  quoted  ex-dividend  on  the  sixth  day  before  the  day  on  which 


602  BRITISH     SECTION 

the  books  close  for  the  payment  of  the  dividend.     (Rule  101;  see 
also  Rule  130.) 

Income  Tax  Deductions.  In  the  settlement  of  all  bargains,  divi- 
dends are  to  be  accounted  for  at  the  net  amount  receivable  after 
deduction  of  income  tax.      (Rule   102.) 

Special  Settlement  Dividends.  The  buyer  of  securities  for  spe- 
cial settlement  is  entitled  to  all  dividends  and  option  rights  to  al- 
lottees accruing  thereon  up  to  the  date  fixed  for  the  settlement. 
(Rule  103.) 

Rights.  The  buyer  is  entitled  to  new  Securities  issued  in  right 
of  old,  provided  that  he  specially  claim  the  same  in  writing  from 
the  Seller  not  later  than  4  o'clock,  or  1  o'clock  on  Saturday,  on  the 
day  preceding  the  latest  day  fixed  for  the  receipt  of  applications  in 
London. 

Notwithstanding  the  provisions  of  the  above  clause,  the  Seller, 
if  he  be  in  possession  of  the  new  Securities,  shall  be  responsible  to 
the  Buyer  for  the  same,  although  claimed  by  him  later  than  4 
o'clock  on  the  above-named  day,  and  should  he  not  be  in  possession 
of  the  new  Securities  he  is  bound  to  render  every  assistance  to  the 
Buyer  in  tracing  the  same. 

When  practicable,  claims  are  to  be  settled  by  Letters  of  Re- 
nunciation. A  Member  shall  not  be  required  to  accept  Letters  of 
Renunciation  after  2  o'clock,  or  12  o'clock  on  Saturday,  on  the 
latest  day  fixed  for  the  receipt  of  applications  in  London. 

Where  Letters  of  Renunciation  are  not  issued,  all  payments 
as  and  when  required  by  the  Company  are  to  be  advanced  to  the 
Seller  by  the  Buyer,  who  may  demand  a  receipt  for  the  same, 
such  payments  being  for  Securities  to  be  delivered  at  the  Special 
Settlement. 

If  the  new  Securities  cannot  be  obtained  by  Letters  of  Renun- 
ciation, the  Secretary  of  the  Share  and  Loan  Department,  subject 
to  the  approval  of  the  Chairman  or  Deputy-Chairman  or  two  mem- 
bers of  the  Committee,  shall  fix  a  price  at  which  the  new  Securities 
may  be  temporarily  settled,  which  may  be  deducted  by  the  Buyer 
from  the  purchase  money  of  the  old  Securities  until  the  Special 
Settlement.      (Rule    105). 

Rights  on  Option  Stock.  When  securities  on  which  options  are 
open  are  quoted  "ex-rights,"  an  official  price  will,  on  application  to 
the  Secretary  of  the  Share  and  Loan  Department,  be  fixed  for  the 
rights.  All  rights  in  respect  of  options  shall  be  settled  by  the  al- 
lowance of  such  valuation  in  the  option  price,  unless  the  member 
who  has  given  for  the  call,  or  taken  for  the  put,  shall  give  notice  in 
writing,  on  or  before  the  day  the  securities  are  quoted  "ex-rights," 
that  he  will  claim  the  new  securities  ?nd  accept  delivery  if  the 
option  is  exercised.     (Rule  106). 

Regularity  of  Documents — Disputed  Title  and  Dividends.     The 

Seller  of  Securities  is  responsible  for  the  genuineness  and  regular- 
itv  of  all  documents  delivered. 
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When  an  official  Certificate  of  registration  of  such  Securities 
has  been  issued,  the  Committee  will  not,  unless  bad  faith  is  alleged 
against  the  Seller,  take  cognizance  of  any  subsequent  dispute  as  to 
title,  until  the  legal  issue  has  been  decided,  the  reasonable  expenses 
of  which  legal  proceedings  shall  be  borne  by  the  Seller. 

The  Seller  is  responsible  for  such  dividends  as  may  be  received, 
unless  an  unreasonable  time  has  been  taken  by  the  transferee  to 
exocute  and  lodge  the  documents  for  registration.     (Rule  112.) 

Blank  Transfers.  The  Committee  will  not,  except  under  special 
circumstances,  interfere  in  any  question  arising  from  the  delivery 
of  Securities  by  transfer  in  blank.     (Rule  113.) 

Stamps  and  Loan.  Expenses.  The  buyer  of  Securities  shall  pay 
the  ad  valorem  stamp  duty  and  also  the  transfer  registration  fee, 
in  cases  where  it  has  been  paid  in  advance  by  the  seller.  In  the 
case  of  a  loan,  the  borrower  shall  pay  the  nominal  consideration 
stamp,  the  registration  fee,  and  the  mortgage  stamp.     (Rule  120.) 

Temporary  Adjustments  of  Accounts.  On  the  morning  of  the 
Account-day  all  unsettled  bargains  shall  be  brought  down  and 
temporarily  adjusted  at  the  Making-up  price  of  the  Ticket-day,  but 
bargains  in  Securities  subject  to  arrangement  by  the  Settlement 
Department  and  in  those  Securities  dealt  in  in  the  Mining  Markets 
which  are  included  in  the  "Stock  Exchange  Official  List  of  Making- 
up  Prices"  shall  be  brought  down  and  temporarily  adjusted  at  the 
Making-up  price  of  the  Contango-day  for  the  Securities  in  question. 
(Rule  122.) 

Deduction  of  Dividends.  The  buyer  is  entitled  to  deduct  the 
dividend,  when  paying  for  securities  on  which  the  dividend  has  been 
declared  and  in  respect  of  which  the  transfer  books  are  closed  at 
the  date  of  delivery.     (Rule  124.) 

Dividends  in  Foreign  Currency.  In  cases  where  dividends  are 
declared  payable  in  a  foreign  currency,  the  Secretary  of  the  Share 
and  Loan  Department  shall  fix  a  price  for  the  dividend  in  sterling 
money,  which  shall  be  posted  in  the  Stock  Exchange,  and  the  divi- 
dend shall  be  accounted  for  at  such  price.     (Rule  124a.) 

Guarantee  of  Securities  to  Bearer.  The  seller  is  responsible 
for  the  genuineness  of  the  securities  delivered,  and  in  case  of  his 
death,  failure,  or  retirement  from  the  Stock  Exchange,  such  respon- 
sibility shall  attach  to  each  member,  in  succession,  through  whose 
hands  the  securities,  or  the  ticket  representing  such  securities, 
shall  have  passed.     (Rule  125.) 

Delivery  of  American  Shares.  A  Member  shall  not  be  required 
to  accept  the  delivery  of  a  Certificate  of  American  Shares  repre- 
senting a  larger  number  than: — 

50   Shares   wp   to   and    including  $25   each, 
20        "  "  "  $50  each, 

10        "         of  any  other  denomination, 
nor  an  .American  Bond  of  a  larger  amount  than  $1,(X)0. 
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Smaller  Certificates  or  Bonds  must  be  of  such  denomination  as 
to  be  deliverable  in  the  above  amounts.     (Rule  127.) 

Making-Up  Prices  and  Amounts.  On  the  Ticket-day  between 
10  and  1  o'clock,  Tickets  shall  be  passed  at  the  Making-up  price 
of  the  Contango-day. 

Tickets  shall  not  be  issued  later  than  12.30  on  the  Ticket-day. 

Tickets  must  bear  distinctive  numbers  and  be  for  the  follow^ing 
amounts,  viz.: — 

£1,000  Stock,  or  multiples  of  £1,000,  up  to  £5.000  or  the  equivalent 

in    Foreign   Currency: 

10  Shares,  or  multiples  thereof,  up  to  100. 

Tickets  for  £500  Stock  may  be  passed  for  bargains  or  balances 
of  that  amount. 

Smaller  amounts  must  be  settled  v^ithout  Tickets.     (Rule  128.) 

Accrued  Interest.  Bargains  in  bonds  and  debentures  include  the 
accrued  interest  in  the  price,  except  in  the  case  of  British  and 
Colonial  Treasury  and  Exchequer  Bonds  or  Bills,  Rupee  Papef, 
Indian  Railway  Debentures,  and  certain  securities  of  a  like  charac- 
ter which  are  dealt  in  so  that  the  accrued  interest  up  to  the  day  for 
which  the  bargain  is  done  is  paid  by  the  buyer.     (Rule  129.) 

Coupons.  Securities  (to  Bearer)  are  not  deliverable  on  the 
Account-day  without  the  current  coupon.  Those  marked  ex-coupon 
on  the  Account-day  shall  be  delivered  without  the  coupon  except 
such  Securities  with  Coupons  payable  only  abroad  as  are  quoted  ex- 
dividend  before  the  due  date  of  the  Coupon  under  Rule  101,  which 
shall  be  delivered  ex-Coupon  at  the  succeeding  account. 

When  the  dividend  is  payable  after  the  Account-day,  outstanding 
bargains  shall  be  settled  with  the  current  Coupon,  otherwise  the 
Buyer  shall  have  the  right  to  demand  the  market  value  of  the 
Coupon,  unless  he  shall  have  waived  his  right  to  this  privilege  by 
neglecting  to  attempt  to  buy-in  the  Bonds. 

In  the  case  of  dividends  payable  only  abroad,  the  Secretary  to 
the  Share  and  Loan  Department  shall  fix  a  price  for  the  Coupons 
in  sterling  money,  which  shall  be  posted  in  the  Stock  Exchange, 
and  the  dividend  shall  be  accounted  for  at  such  price.     (Rule  130.) 

American  Certificates  and  Dividends.  Eleven  clear  days  between 
the  day  of  delivery  and  that  of  the  closing  of  the  books  of  the 
company  shall  be  allowed  by  the  Seller  to  the  Buyer  of  "American" 
Shares,  in  order  to  afford  time  for  transmission  of  the  Certificates 
to  Offices  at  or  East  of  Chicago.     (Rule  131.) 

Special  Settlements  and  Quotations  of  Vendors'  Shares.  (See 
the  rules  for  the  Official  Quotations  of  Securities.) 

Marking  Bargains.  The  prices  of  all  bargains  done  between 
10.45  and  3.30  o'clock,  and  between  10.45  and  1  o'clock  on  Saturday, 
may  be  marked  in  the  Official  List,  but  no  price  shall  be  inserted 
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unless  the  bargain  shall  have  been  made  in  the  Stock  Exchange 
between  Members  at  the  market-price;  nor  on  the  authority  of  one 
of  them,  if  he  refuse,  when  required  by  a  Member  of  the  Commit- 
fee,  to  give  the  name  of  the  Member  with  whom  he  has  dealt.  (Rule 
154.) 

Exceptional  Dealings.  Bargains  at  special  prices,  by  reason  of 
their  exceptional  amount,  may  be  marked,  but  with  distinguishing 
signs.  (Rule  156.  The  signs  used  are  shown  at  the  end  of  this 
section.) 

Declaration  of  Defaulter.  A  Member  unable  to  fulfil  his  engage- 
ments shall  be  publicly  declared  a  Defaulter  by  direction  of  the 
Chairman,  Deputy-Chairman  or  any  Two  Members  of  the  Com- 
mittee, and  thereby  ceases  to  be  a  Member. 

A  Member  who  has  been  declared  a  Defaulter  shall  forthwith 
execute  and  deliver  to  the  Official  Assignee  a  Deed  of  Arrangement 
in  the  form  in  Appendix  37a.     (Rule  160-160a.) 

Claims  of  Outsiders.  A  claim  which  does  not  arise  from  a 
Stock  Exchange  transaction  cannot  be  proved  against  a  defaulter's 
estate. 

Claims  of  Customers.  A  Non-Member  shall  be  allowed  to  par- 
ticipate in  a  Defaulter's  estate,  provided  his  claim  be  admitted  by 
the  creditors,  or,  in  case  of  dispute,  by  the  Committee;  and  a  person 
whose  claim  is  so  admitted,  may  be  represented  at  the  meeting  of 
creditors  by  any  Member  whom  he  may  appoint.     (Rule  174.) 

Legal  Proceedings  Forbidden.  A  Member  shall  not  attempt  to 
enforce  by  law  a  claim  arising  out  of  a  Stock  Exchange  transaction 
against  a  Defaulter,  or  the  Principal  of  a  Defaulter,  without  the 
consent  of  the  creditors  of  the  Defaulter  or  of  the  Committee. 
(Rule  176.) 

Commissions  on  Underwriting  and  Carrying  Over.  The  official 
minimum  commissions  are  not  compulsory  for  underwriting  or 
placing  new  shares.  For  continuations  the  broker  must  charge  or 
allow  at  least  the  market  rates,  if  employing  his  own  capital.  (Rule 
179.) 

Single  and  Reduced  Commissions.  A  Broker  may  at  his  discre- 
tion charge  only  one  Commission  for  buying  and  selling  the  same 
security  for  the  same  Principal  for  the  same  Account,  whether 
ordinary  Account  or  Special  Settlement. 

On  a  change  of  investments  Commission  must  be  charged  on 
both  sale  and  purchase,  at  a  rate  not  less  than  the  scale  laid  down 
in  Appendix  39,  or  as  modified  by  the  provisions  of  Rule  183:  but 
if  such  change  be  made  for  the  same  Principal,  during  the  same 
Account  or  the  Account  immediately  following,  and  the  Securities 
have  not  been  continued,  a  Broker  may  at  his  discretion  charge 
Commission  at  a  rate  not  less  than  the  scale  as  laid  down  in  Ap- 
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pendix  39,  on  one  transaction,  and  a  reduced  Commission  of  not 
less  than  half  that  rate  on  the  other.  The  full  rate  must  be  charged 
on  the  side  which  yields  the  larger  amount. 

In  the  case  of  a  transaction  in  not  less  than  £20,000  Stock  of  a 
Security  of,  or  Guaranteed  by,  the  British  or  Indian  Government, 
having  a  currency  of  not  more  than  12  years,  a  Broker  may  at  his 
discretion  charge  a  reduced  Commission  on  the  entire  amount,  pro- 
vided that  in  no  case  shall  such  reduced  Commission  be  less  than 
one-half  of  the  minimum  scale  laid  dow^n  in  Appendix  39. 

The  reduced  scale  allowed  by  this  Rule  is  not  applicable  when 
a  Broker  charges  only  one  Commission  under  Clause  (1)  of 
Rule  182. 

In  the  case  of  an  order  to  invest  or  realize  an  amount  of  money 
in  or  from  several  Securities,  each  bargain,  the  consideration  for 
which  does  not  exceed  £2,500,  must  bear  the  full  Commission,  but 
should  an  order  in  one  Stock,  if  above  i2,5O0  consideration  be  only 
partially  executed,  the  Commission  may  be  adjusted  on  completion 
of  the  order.      (Rule  182-183.) 

Commission  on  Bearer  Shares.  A  broker  may,  at  his  discretion, 
when  in  his  opinion  the  volume  of  any  principal's  business  justifies 
it,  charge  that  principal  a  uniform  commission  of  not  less  than 
Is.  6d.  (36c.)  per  share  on  shares  passing  by  delivery,  when  the 
price  exceeds  £25  ($125),  and  at  his  like  discretion  a  uniform  com- 
mission of  not  less  than  sixpence  (12c.)  per  share  on  shares  dealt  in 
in  the  American  market,  on  any  order  for  not  less  than  50  shares. 

When  such  uniform  commission  is  charged  it  shall  be  charged 
on  every  bargain,  whether  by  way  of  closing,  change  of  investment 
or  otherwise,  and  shall  not  be  shared  in  any  way  with  any  person 
other  than  a  Remisier  or  a  clerk  in  the  broker's  own  exclusive  em- 
ployment, as  provided  in  Rules  187  and  188. 

Commissions  Chargeable  to  Outside  Brokers.  Subject  to  the 
conditions  of  Rules  82,  83  and  190-(4),  a  broker  must  charge  not 
less  than  the  minimum  scale  of  commissions  to  outside  brokers  or 
dealers  in  the  United  Kingdom. 

Sharing  Commission  with  Agent.  A  broker  may  share  his  com- 
mission with  an  agent,  provided  that  the  broker  receives  at  least 
one-half  of  the  commission,  and  that  the  agent  does  not  divide  with 
his  principal.  This  applies  also  to  a  change  of  investments.  The 
commission  must  not  be  shared  with  the  agent  for  the  agent's  own 
personal  business,  nor  for  dealings  under  Rules  183  and  184,  nor 
where  the  agent  has  offered  to  deal  below  the  minimum  price  of  a 
security. 

The  broker  must  state  on  his  contract  note  that  the  business 
has  been  done  "by  order  of"  the  agent,  and  that  the  commission  is 
shared  with  him.     (Rule   186.) 

(NOTE:  The  above  rule  does  not  apply  where  the  agent  is  the 
broker's  own  Remisier  or  the  broker's  own  clerk.) 

Sharing  with  Remisier  or  Clerk.  A  broker  shall  be  entitled  to 
employ  a  Remisier  resident  abroad,  whose  name  is  to  be  registered 
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with  the  Committee,  and  to  pay  him  one-half  of  any  commission. 
A  broker  may  also  pay  half  the  commission  to  a  clerk  in  his  ex- 
clusive employment,  provided  the  clerk  does  not  share  with  his 
principal.     (Rules  187  and  1««.) 

Regulations  for  Rcmisiers.  A  Remisier  shall  not  be  registered 
to  more  than  one  broker.  He  shall  not,  under  any  circumstances, 
either  directly  or  indirectly,  share  his  remuneration  with  his  princi- 
pal; otherwise,  he  shall  be  at  once  struck  ofif  the  register. 

He  must  not  advertise  or  issue  circulars  to  other  than  his  own 
principals.  The  Remisier  may  be  an  individual  or  firm,  but  if  an  in- 
dividual he  must  not  be  a  partner  in  a  firm  or  in  the  employ  of  an 
individual  or  firm. 

He  may  not  act  as  a  Remisier  for  his  own  personal  business. 
He  must  give  the  names  of  his  principals,  and  the  contract  notes 
must  be  rendered  in  those  names. 

Special  Commissions  for  Country  Brokers.  The  broker  may 
charge  not  less  than  one-half  the  official  minimum  rates  of  commis- 
sion to  country  brokers  not  being  outside  brokers.  He  may  also 
charge  the  exceptional  reduced  rates  shown  in  the  list  of  commis- 
sions. 

Regulations  as  to  Marking  Bargains;  Signs  Used.  (Rules  154. 
155.  156,  157  and  158.)  Bargains  in  Shares  of  a  less  value  than  £5 
will  be  marked  in  shillings  and  pence,  in  multiples  of  threepence, 
those  done  at  fractions  of  a  pound  being  converted  into  shillings 
and  pence.  In  all  other  Shares  or  Securities,  Bargains  may  be 
marked  in  thirty-seconds  of  £\,  (15c.). 

The  distinguishing  signs  referred  to  in  Rule   156  are: 

t  Small  Bonds  at  special  prices. 

+  Exceptional   Bargains. 

S  Small  amounts.  Seller  paying  Stamp  and  Fee. 

II  Free  of  Stamp  Duty.     [.Appendix,  Rule  34.] 


RULES  FOR  THE  OFFICIAL  QUOTATION  OF 
BRITISH  AND  FOREIGN  SECURITIES  ON| 
THE  LONDON  STOCK  EXCHANGE 

A     1.  That  the  Prospectus — 

Shall  have  been  publicly  advertised; 

Agrees  substantially  with  the  Act  of  Parliament  or  Articles 
of  Association; 

Provides  for  the  issue  of  not  less  than  one-half  of  the  Au- 
thorised Capital  and  for  the  payment  of  10  per  cent,  upon 
the  amount  subscribed; 

If  offering  Debentures  or  Debenture  Stock  states  fully  the 
terms  of  redemption. 
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If  offering  Debentures  states  whether  they  are  to  Bearer  or 
Registered. 

In  cases  where  a  Company  has  sold  an  issue  of  Capital  or 
Debentures,  or  Debenture  Stock  which  is  subsequently 
offered  for  public  subscription  either  by  the  Company  or 
any  subsequent  purchaser,  states  the  authority  for  the 
issue  and  all  material  conditions  of  sale. 

2.  That  two-thirds  of  the  amount  proposed  to  be  issued  of  any 
class  of  Shares  or  Securities,  whether  such  issue  be  the 
whole  or  a  part  of  the  authorised  amount,  shall  have  been 
applied  for  by  and  unconditionally  allotted  to  the  public. 
Shares  or  Securities  granted  in  lieu  of  money  payments  not 
being  considered  to  form  a  part  of  such  public  allotment. 

3.  That  the  Articles  of  Association,  and  the  Trust  Deed  where 
such  is  required,  contain  the  provisions  specified  hereafter. 

4.  That  the  Certificate  or  Bond  is  in  the  form  approved. 

B  ARTICLES  OF  ASSOCIATION.     (BY-LAWS.) 

Articles  of  Association  should  contain  the  following  provisions: 

1.  That  none  of  the  funds  of  the  Company  shall  be  employed  in 
the  purchase  of,  or  in  loans  upon  the  security  of  its  own 
Shares; 

2.  That  Directors  must  hold  a  share  qualification; 

3.  That  the  borrowing  powers  of  the  Board  are  limited; 

4.  That  the  non-forfeiture  of  dividends  is  secured; 

5.  That  the  common  form  of  transfer  shall  be  used; 

6.  That  all  Share  and  Stock  Certificates  shall  be  issued  under 
the  Common  Seal  of  the  Company,  and  shall  bear  the  auto- 
graphic signatures  of  one  or  more  Directors  and  the  Secre- 
tary; 

7.  That  fully-paid  Shares  shall  be  free  from  all  lien; 

8.  That  the  interest  of  a  Director  in  any  contract  shall  be  dis- 
closed before  execution,  and  that  such  Director  shall  not 
vote  in  respect  thereof; 

9.  That  the  Directors  shall  have  power  at  any  time  and  from 
time  to  time  to  appoint  any  other  qualified  person  as  a  Direc- 
tor either  to  fill  a  casual  vacancy  or  as  an  addition  to  the 
Board,  but  so  that  the  total  number  of  Directors  shall  not 
at  any  time  exceed  the  maximum  number  fixed;  but  that 
any  Director  so  appointed  shall  hold  office  only  until  the 
next  following  Ordinary  General  Meeting  of  the  Company, 
and  shall  then  be  eligible  for  re-election; 

10.  That  a  printed  copy  of  the  Report,  accompanied  by  the  Bal- 
ance Sheet  and  Statem.ent  of  Accounts,  shall,  at  least  seven 
days  previous  to  the  General  Meeting,  be  delivered  or  sent 
by  post  to  the  registered  address  of  every  member,  and  that 
two  copies  of  each  of  these  documents  shall  at  the  same  time 
be  forwarded  to  the  Secretary  of  the  Share  and  Loan  De- 
partment, the  Stock  Exchange,  London; 

11.  That  the  charge  for  a  new  Share  Certificate  issued  to  replace 
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one   that  has  been   worn   out,   lost,  or   destroyed   shall   not 
exceed   one  shilling. 

C  TRUST  DEEDS. 

Trust  Deeds  should  contain  the  following  provisions: 

1.  Where  provision  is  made  that  the  security  shall  be  repayable 
at  a  premium,  either  at  a  fixed  date  or  at  any  time  upon 
notice  having  been  given,  the  Trust  Deed  must  further  pro- 
vide that  should  the  Company  go  into  voluntary  liquidation 
for  the  purpose  of  amalgamation  or  reconstruction  the  se- 
curity shall  not  be  repayable  at  a  lower  price. 

2.  The  following  clause  should  be  inserted  in  all  Deeds: — 
"The  statutory  power  of  appointing  new  Trustees  hereof 
shall  be  vested  in  the  Company,  but  a  Trustee  so  appointed 
must  in  the  first  place  be  approved  of  by  a  Resolution  of  the 
Debenture  (or  Debenture  Stock)  holders  passed  in  the  man- 
ner specified  in  the  Schedule  hereto.  A 
Corporation  or  Company  may  be  appointed  a  Trustee  of 
these  presents." 

3.  In  the  clause  regulating  the  convening  of  meetings  of  the 
Debenture  (or  Debenture  Stock)  holders,  the  following  words 
should  be  inserted,  "and  the  Trustee  or  Trustees  shall  do 
so  upon  a  requisition  in  writing  signed  by  holders  of  at 
least  one-tenth  of  the  nominal  amount  of  Debentures  (or 
Debenture  Stock)  for  the  time  being  outstanding." 

4.  The  clause  defining  an  "Extraordinary  Resolution"  must 
provide  that  "the  expression  'Extraordinary  Resolution' 
means  a  resolution  passed  at  a  meeting  of  the  Debenture 
(or  Debenture  Stock)  holders  duly  convened  and  held  at 
which  a  clear  majority  in  value  of  the  whole  of  the  Deben- 
ture (or  Debenture  Stock)  holders  is  present  in  person  or  by 
proxy  and  carried  by  a  majority  consisting  of  not  less  than 
three-fourths  of  the  persons  voting  thereat  upon  a  show  of 
hands,  and  if  a  poll  is  demanded  then  by  a  majority  consist- 
ing of  not  less  than  three-fourths  in  value  of  the  votes  given 
on  such  poll." 

5.  Should  Debentures  or  Debenture  Stock  be  entitled  "First 
Mortgage,"  provision  must  be  made  for  the  creation  of  a 
specific  first  mortgage  in  favour  of  the  Debenture  or  Deben- 
ture Stock  holders. 

D  SHARE  AND  STOCK  CERTIFICATES. 

All  Certificates  should  state  on  their  face  the  authority  under 
which  the  Company  is  constituted  and  the  amount  of  the  authorised 
Capital  of  the  Company. 

All  Certificates  should  bear  a  footnote  to  the  efifect  that  no 
Transfer  of  any  portion  of  the  holding  can  be  registered  without 
the  production  of  the  Certificate. 

Where  the  Capital  of  a  Company  consists  of  more  than  one 
class  of  Shares  of  the  same  denomination,  the  distinctive  numbers 
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of  the  Shares  of  each  class  must  be  printed  on  the  face  of  the 
Share  Certificates. 

All  Preference  Share  Certificates  should  bear  on  their  face  a 
statement  of  the  Company's  Capital  and  the  conditions,  both  as  to 
capital  and  dividends,  under  which  the  Shares  are  issued. 

Debentures  and  Debenture  Stock  Certificates  should,  in  addi- 
tion to  legal  requirements,  state  on  their  face  the  authority  under 
which  the  Company  is  constituted,  the  nominal  Capital  of  the  Com- 
pany, the  dates  when  the  interest  on  the  Debentures  or  Debenture 
Stock  is  payable,  and  the  authority  under  which  the  issue  is  made 
(i.e.,  Articles  of  Association  and  resolutions);  and  on  their  back 
the  conditions  of  issue,  redemption,  and  transfer. 

E  BONDS 

Bonds  must  specif}'  the  amount  and  conditions  of  the  loan,  the 
powers  under  which  it  has  been  contracted  and  the  numbers  and 
denominations  of  the   Bonds  issued. 

Bonds  and  Debentures  of  English  Companies  must  be  under 
the  Common  Seal  of  the  Company  and  must  bear  the  requisite 
autographic  signatures. 

When  an  issue  of  Colonial  or  Foreign  Bonds  or  Debentures  Ij 
made  wholly  or  partly  in  London,  those  issued  in  London  must 
bear  the  autographic  counter  signature  of  the  London  Agents  or 
Contractors. 

F  NEW  COMPANIES 

Before  the  application  form  can  be  issued  for  signature  there 
must  be  supplied: — 

A  Copy  of  the  Prospectus. 
Two  Copies  of  the  Articles  of  Association. 

In  the  case  of  Debentures  or  Debenture  Stock  the  Trust  Deed 
[where  possible  before  execution]. 

G    After  the  application  form  has  been  signed  there  also  must  be 
supplied  in  the  case  of: — 

SHARES 

The  Certificate  of  Incorporation,  and  the  Certificate  that  the 
Company  is  entitled  to  commence  business. 

Two  certified  copies  of  the  Prospectus,  endorsed  with  the 
date    when    first    advertised. 

Two  certified  copies  of  the  Memorandum  and  Articles  of  Asso- 
ciation. 

The  original   Letters   of  Application. 

The  Allotment  Book  containing  a  List  of  Applicants,  the  num- 
ber applied  for  by  each  and  the  result  of  each  Application,  with  a 
Summary  signed  by  the  Chairman  and  Secretary. 

Should  the  allotment  have  taken  place  at  an  interval  of  six 
months  or  more  before  the  date  of  the  application,  a  certified  list 
of  present  shareholders  will  also  be  required. 
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A  copy  of  the  Letter  of  Allotment  and  the  date  when  posted. 

A  Specimen  of  the  Share  Certificates. 

The  Bankers'  Pass  Book,  accompanied  by  a  Certificate  on  a 
special  Form  from  the  Company's  Bankers,  stating  the  amount  of 
Deposits  received  by  them,  and  the  number  of  Shares  on  which 
such   Deposits   (i.e.,  application   money   only,   being  £  per 

Share)    were   paid. 

Authenticated  copies  of  all  Concessions  and  similar  documents, 
with  notarially  certified  printed  translations,  and  certified  printed 
copies  of  all  Contracts  and  Agreements. 

An  undertaking 

(1)  to  change   Registered   to   Bearer   Shares   in  one   week,   and 
vice  versa; 

(2)  to  certify  transfers  within  two  days; 

(3)  to    certify    transfers    on    Saturdays    between    the    hours    of 
10.30  and  12. 

A  Statutory  Declaration  by  the  Chairman  and  Secretary,  stating 
the   following   particulars: — 

1.  That  the  Prospectus  complies  with  the  provisions  of  the 
Companies   (Consolidation)   Act,  1908. 

2.  That  all  documents  required  by  the  Companies  (Consolida- 
tion) Act,  1908,  have  been  duly  filed  with  the  Registrar  of 
Joint  Stock  Companies,  and  the  dates  of  filing. 

3.  The  number  of  Shares  applied  for  by  the  public. 

4.  The  number  of  Shares  allotted  unconditionally  to  the  public 
(Nos.  to  ),  and  the  amount  per  Share  paid 
thereon  in  cash. 

5.  The  total  number  of  Allottees  and  the  largest  number  ot 
Shares  (a)  applied  for  by  and  (b)  allotted  to  any  one  appli- 
cant. 

6.  The  number  of  Shares  allotted  for  a  consideration  other  than 
cash  (being  Nos.  to  ). 

7.  The  amount  of  deposits  paid,  and  that  such  deposits  are 
absolutely  free  from  any  lien. 

8.  That  the  Share  Certificates  have  been  or  are  ready  to  be 
issued. 

9.  That  the  purchase  of  the  property  has  been  completed  and 
the  purchase  money  paid. 

10.  That  no  impediment  exists  to  the  Settlement  of  the  Account. 

H    After  the  application  form  has  been  signed  there  must  be  sup- 
plied in  the  case  of: — 

DEBENTURES  AND  DEBENTURE  STOCK. 

The  Certificate  of  Incorporation,  or  Act  of  Parliament,  and  the 
Certificate  that  the  Company  is  entitled  to  commence  business. 

A  Certified  printed  copy  of  the  Mortgage  Deed  or  other  similar 
document,  and  the  Official  Certificate  of  the  Registration  of  the 
Mortgage  or  Charge. 

Certified  copies  of  the  Articles  of  Association,  Resolutions,  or 
other  authority  for  the  present  issue. 
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Two  Certified  copies  of  the  Prospectus. 

The  original  Letters  of  Application. 

The  Allotment  Book  containing  a  list  of  applicants,  the  amount 
applied  for  by  each,  and  the  result  of  each  application,  with  a 
summary  of  the  whole,  signed  by  the  Chairman  and  Secretary. 

Should  the  allotment  have  taken  place  at  an  interval  of  six 
months  or  more  before  the  date  of  the  application,  a  Certified  List 
of  present  Stockholders  will  also  be  required. 

A  copy  of  the  Allotment  Letter,  and  the  date  when  posted. 

A  Specimen  of  the  Debentures  or  Debenture  Stock  Certificate, 
and  of  the  Scrip  where  Scrip  is  issued;  Certificates  of  Debenture 
Stock  allotted  to  vendors  in  lieu  of  money  payments  being  enfaced 
"Issued  to  Vendors." 

A  copy  of  the  last  published  Report  and  Accounts. 

The  Bankers'  Pass  Book,  accompanied  by  a  Certificate,  on  a 
special  form,  from  the  Company's  Bankers,  stating  the  amount  of 
Deposits  received  by  them  and  the  amount  of  Debentures  or  Deben- 
ture Stock  on  which  such  Deposits  (i.e.,  application  money  only, 
being  £        per  Debenture)  were  paid. 

A  Statutory  Declaration  by  the  Chairman  and  Secretary,  stating: 

1.  That  the  Prospectus  complies  with  the  provisions  of  the 
Companies  (Consolidation)  Act,  1908,  and  that  all  docu- 
ments required  by  that  Act  have  been  duly  filed  with  the 
Registrar  of  Joint  Stock  Companies  and  the  dates  of  filing. 

2.  In  the  case  of  an  English  Company  charging  property 
abroad,  that  the  necessary  Mortgage  has  been  properly 
legalized  in  the  country  where  the  property  is  situated. 

3.  The  amount  of  Stock  applied  for  by  the  public. 

4.  The  amount  unconditionally  allotted  to  the  public 
(Nos.  to  ). 

5.  The  amount,  viz.:  £  %,  paid  thereon  in   cash. 

6.  The  amount  allotted  for  a  consideration  other  than  cash 
(Nos.  to  ). 

7.  The  total  amount  of  Deposits,  and  that  such  deposits  are 
absolutely  free  from  any  lien. 

8.  The  total  number  of  Allottees. 

9.  The  largest  amount  of  Debentures  or  Debenture  Stock  (a) 
applied  for  by,  and  (b)  allotted  to  any  one  applicant. 

10.  That  the  Debentures  or  Debenture  Stock  Certificates  have 
been   or  are  ready  to  be  issued. 

11.  That  a  Trust  Deed  has  been  executed  and  completed,  if  such 
be    the    case. 

12.  The  effect  of  such  Trust  Deed,  and  the  nature  of  the  charge 
created  thereby  in  favour  of  the  Debenture-holders. 

13.  That  no  impediment  exists  to  the  settlement  of  the  Account. 
A  Statutory  Declaration  by  the  Chairman  and  Secretary,  stating; 

1.  The  total  amount  of  the  Authorised  Capital  of  the  Com- 
pany, and  how  constituted. 

2.  The  number  of  Shares  allotted  unconditionally  to  the  public 
(Nos.  to  ),  and  the  amount  paid  on  each  Share 
in  cash. 

3.  The  number  of  Shares  taken  by  Concessionnaires,  Owners- 


LONDON     STOCK    EXCHANGE  613 

of  Propertj%  Contractors  or  other  parties  not  included  in  the 
public  allotment  (being  Nos.  to  ). 

4.  That  the  Share  Certificates  have  been  or  are  ready  to  be 
issued. 

5.  That  the  purchase  of  the  property  has  been  completed  and 
the  purchase  money  paid. 

I  SCRIP. 

In  addition  to  the  requirements  made  in  the  case  of  definite 
Stock  or  Bonds,  a  Specimen  of  the  Scrip  Certificate  must  be  sup- 
plied. 

In  cases  where  a  Government,  Municipality,  Corporation  or 
Company  has  sold  an  issue  of  Stock,  Shares  or  Securities  which  is 
subsequently  offered  for  public  subscription  by  the  purchaser,  evi- 
dence must  be  produced  that  the  purchasing  House  has  received 
due  authority  to  issue  the  Scrip  on  account  of  the  Government, 
Municipality.  Corporation  or  Company,  or  in  the  alternative  such 
Scrip  must  be  enfaced  "Contractors'  Scrip." 

K    After  the  application  form  has  been  signed  there  must  be  sup- 
plied   in    the    case   of: 

FURTHER  ISSUES 

A  King's  printers'  copy  of  the  Act  of  Parliament  authorising,  the 
Resolutions,  &c.,  creating,  and  the  Circular  or  Prospectus  offering, 
the  new  issue. 

If  Shares  have  been  issued  credited  as  fully  or  partly  paid,  cer- 
tified printed  copies  of  the  Contracts  relating  thereto. 

A  Copy  of  the  Allotment  Letter. 

A  Copy  of  the  last  Report  and  Accounts. 

A  Specimen  of  the  Share  Certificate. 

The  Allotment  Book  unless  the  allotment  is  pro  rata. 

An  undertaking 

(1)  to  change  Registered  to  Bearer  Shares  in  one  week,  and 
vice  versa; 

(2)  to  certify  transfers  within   two   days; 

(3)  to  certify  transfers  on  Saturdays  between  the  hours  of  10.30 
and  12. 

A  Statutory  Declaration  by  the   Secretary  stating: 

1.  That  the  Prospectus  or  Circular  complies  with  the  pro- 
visions of  the  Companies   (Consolidation)   Act,   1908; 

2.  That  all  documents  required  by  the  Companies  (Consolida- 
tion) Act,  1908,  have  been  duly  filed  with  the  Registrar  of 
Joint  Stock  Companies,  and  the  dates  of  filing; 

3.  That  the  Shares  (Nos.  to  )  have  been  applied 
for  by  and  unconditionally  allotted  to  the  shareholders  or 
the  public  or  sold  upon  the  market,  as  the  case  maj'-  be; 

4.  The  amount  per  Share  paid  in  cash; 

5.  The  total  number  of  Allottees,  and  the  largest  number  of 
Shares  applied  for  by  and  allotted  to  any  one  applicant; 
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6.  That  the  Certificates  have  been  or  are  ready  to  be  issued. 

7.  That  no  impediment  exists  to  the  settlement  of  the  Account. 

8.  It  must  also  be  stated  whether  or  not  the  Shares  are  in  all 
respects  identical  with  those  already  quoted  in  the  Official 
List. 

The  statement  that  Shares  are  in  all  respects  identical  means 
that: 

They  are  of  the  same  nominal  value,  and  that  the  same  amount 
per  Share  has  been  called  up. 

They  carry  the  same  rights  as  to  unrestricted  transfer,  atten- 
dance and  voting  at  meetings,  and  in  all  other  respects. 

They  are  entitled  to  dividend  at  the  same  rate  and  for  the  same 
period,  so  that  at  the  next  ensuing  distribution  the  dividend  pay- 
able on  each  Share  will  amount  to  exactly  the  same  sum. 

The  statement  that  Stock  is  in  all  respects  identical  means  that: 

All  the  Stock  is  entitled  to  the  same  rights  as  to  unrestricted 
transfer,   and   in   all   other   respects. 

All  the  Stock  is  entitled  to  dividend  at  the  same  rate  and  for  the 
same  period,  so  that  at  the  next  ensuing  distribution  the  dividend 
payable  on  each  £100  of  the  Stock  will  amount  to  exactly  the 
same  sum. 

L    After  the  application  form  has  been  signed  there  must  be  sup- 
plied in  the  case  of: 

VENDORS'  SHARES 

A  Certified  List  of  the  present  holders  of  the  Vendors'  Shares 
A  Certified  Copy  of  the  last  published  Report  and  Accounts  of 
the  Companj'. 

A  Specimen  of  the  Share  Certificate. 

A  Statutory  Declaration  by  the  Secretary  stating: 

1.  That  the  Vendors'  Shares  (Nos.  to  )  have  all 
been  issued   and  Certificates  delivered; 

2.  That  the  Shares  are  in  all  respects  identical  with  those 
already  quoted  in  the  Official  List. 

M    After  the  application  form  has  been  signed  there  must  be  sup- 
plied in  the  case  of: 

OLD  COMPANIES 

The  Certificate  of  Incorporation,  or  Act  of  Parliament,  and  the 
Certificate  that  the  Company  is  entitled  to  commence  business. 

Authenticated  copies  of  all  Concessions  and  similar  documents, 
with  notarialljf  certified  printed  translations. 

Certified  copies  of  all  Prospectuses,  original  or  otherwise,  en- 
dorsed with  the  date  when  first  advertised. 

Two  Certified  copies  of  the  Memorandum  and  Articles  of  Asso- 
ciation.    (Articles  of  Incorporation  and  By-Laws.) 

A  Specimen  of  the  Share  Certificate  and  of  the  Allotment  Letter. 
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A  Certified  copy  of  present  Register  of  Shareholders. 

Certified  printed  copies  of  Contracts,  Agreements,  &c.,  together 
with  copies  of  all  Contracts  relating  to  the  issue  of  Shares  credited 
as  fully  or  partly  paid. 

A  Certified  copy  of  the  Company's  last  published  Report  and 
Accounts. 

A  short  history  of  the  Company,  setting  forth  its  origin,  prog- 
ress, dividends,  &c.,  the  number  of  transfers  registered  during  the 
last  twelve  months,  and  the  number  of  Shares  represented  by  such 
transfers. 

An  undertaking. 

(1)  to  change  Registered  to  Bearer  Shares  in  one  week,  and 
vice  versa; 

(2)  to  certify  transfers  within  two  days; 

(3)  to  certify  transfers  on  Saturdays  between  the  hours  of  10.30 
and   12. 

Statutory  Declaration  by  the  Chairman  and  Secretary  stating 
the  following  particulars: — 

1 .  That  the  Prospectus  complied  with  the  provisions  of  the 
Companies  (Consolidation)  Act,  1908. 

2.  That  all  documents  required  by  the  Companies  (Consolida- 
tion) Act,  1908,  have  been  duly  filed  with  the  Registrar  of 
Joint  Stock  Companies,  and  the  dates  of  filing. 

3.  The  number  of  Shares  applied  for  by  the  public. 

4.  The  number  of  Shares  allotted  unconditionally  to  the  public 
(Nos.  to  ),  and  the  amount  per  Share  paid 
thereon    in    cash. 

5.  The  number  of  Shares  allotted  for  a  consideration  other  than 
cash  (being  Nos.  to  ). 

6.  That  the  Share  Certificates  have  been  or  are  ready  to  be 
issued. 

7.  That  the  purchase  of  the  properties  has  been  completed  and 
the  purchase  money  paid. 

N    After  the  application  form  has  been  signed,  there  must  be  sup- 
plied in  the  case  of: 

COLONIAL  AND  FOREIGN  COMPANIES 

The  Certificate  of  Incorporation,  or  Act  of  Parliament,  or  other 
similar   document. 

Two  copies  of  the  Statutes  or  Articles  of  Association  or  no- 
tarial translations  of  the  same. 

A  Certified  List  of  present  Shareholders. 

A  Specimen  of  the  Share  Certificate. 

Copies  of  all  Agreements,  Concessions,  Deeds,  &c.,  or  notarially 
certified  printed  translations  of  the  same. 

A  Certified  copy  of  last  published  Report  and  Accounts,  or 
translation  of  the  same. 

Official  evidence  of  quotation  in  the  country  to  which  they  be- 
long, or  where  the  issue  has  been  made. 
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A  short  history  of  the  establishment  and  progress  of  the  Com- 
pany from  its  incorporation  to  the  present  time,  including  particu- 
lars as  to  the  issue  of  the  Capital. 

A  Declaration  stating: 

1.  The  number  of  Shares  allotted; 

2.  The  amount  per  Share  paid  in  cash; 

3.  That  the  Share  Certificates  have  been  or  are  ready  to  be 
issued. 

4.  That  no  impediment  exists  to  the  settlement  of  the  Account. 

O    After  the  application  form  has  been  signed,  there  must  be  sup- 
plied in  the  case  of: 

RECONSTRUCTED    COMPANIES 

The  Certificate  of  Incorporation,  and  the  Certificate  that  the 
Company  is  entitled  to  commence  business. 

A  statement  of  the  plan  of  reconstruction,  together  with  certi- 
fied copies  of  all  resolutions  passed  and  Circulars  issued  in  connec- 
tion with  the  reconstruction. 

The  Allotment  Book,  with  a  Summary  signed  by  the  Chairman 
and   Secretary. 

The  Allotment  Letter,  and  the  date  when  posted. 

A  Specimen  of  the  Share  Certificate. 

Two  Certified  copies  of  the  Memorandum  and  Articles  of  Asso- 
ciation. 

Certified  printed  Copies  of  all  Contracts,  Agreements,  &c. 

Copies  of  all  Contracts  relating  to  the  issue  of  fully  or  partly 
paid  Shares. 

An  undertaking 

(1)  to  change  Registered  to  Bearer  Shares  in  one  week,  and 
vice  versa; 

(2)  to  certify  transfers  within  two  days; 

(3)  to  certify  transfers  on  Saturdays  between  10.30  and  12. 

A  Statutory  Declaration  by  the  Chairman  and  Secretary  stating: 

1.  That  all  Documents  required  by  the  Companies  (Consoli- 
dation) Act,  1908,  have  been  duly  filed  with  the  Registrar  of 
Joint  Stock  Companies  and  dates  of  filing. 

2.  The  Authorised   Capital   of  the   Company. 

3.  The  number  of  Shares  to  which  Shareholders  in  the  old 
Company  were  entitled;  the  number  and  distinctive  numbers 
of  Shares  unconditionally  allotted  to  such  Shareholders;  and 
the  amount  per  Share  (a)  paid  thereon  in  cash,  and  (b) 
credited  as  paid  up. 

4.  The  number  and  distinctive  numbers  of  Shares  applied  for 
by  and  allotted  unconditionally  to  the  public,  and  the 
amount  per  Share  (a)  credited  as  paid  up.  and  (b)  paid 
thereon  in  cash. 

5.  That  the  Share  Certificates  have  been  or  are  ready  to  be 
issued. 

6.  That  no  impediment  exists  to  the  settlement  of  the  Account. 
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P    After  the  application  form  has  been  signed  the  following  docu- 
ments must  be  supplied  in  the  case  of: 


LOANS 

Details  of  the  creation  of  the  Loan,  and  the  authority  under 
which  it  is  issued,  including  authenticated  copies  of  concessions, 
&c.,  with  notarially  certified  translations. 

The  Authoritj-^  to  the  Agents  or  Contractors  to  receive  subscrip- 
tions. 

A  Certified  Copy  of  the  Prospectus. 

Evidence  that  all  Bonds  issued  and  payable  abroad  bear  the  sig- 
nature of  some  properly  authorised  person. 

A  Specimen  Bond,  together  with  a  Bond  duly  executed,  or  Scrip 
Certificate  is  issued. 

Statutory  Declaration  by  the  Agents,  stating: 

1 .  The  amount  allotted  unconditionally  to  the  public. 

2.  The  numbers  and  denominations  of  those  Bonds  which 
bear  the  autographic  signature  of  the  London  Agents  or 
Contractors. 

3.  That  the  required  amount,  viz.,  £  per  cent,  has  been 
paid  thereon  in  cash. 

4.  That  the  Scrip  or  Bonds  have  been  or  are  ready  to  be  issued. 

5.  That  no  impediment  exists  to  the  settlement  of  the  Account. 

Q    After  the  application  form  has  been  signed  the  following  docu- 
ments must  be  supplied  in  the  case  of: 

BONDS  QUOTED  ABROAD 

Oiificial  evidence  of  quotation  in  the  country  to  which  they 
belong  or  where  the  issue  has  been  made. 

Notarially  certified  printed  translations  of  all  Prospectuses,  and 
of  the  Laws  creating  and  authorising  the   Loan. 

A  Specimen  Bond,  together  with  a  Bond  duly  executed. 

An  Official  Certificate  setting  forth: 

1.  The  authorised  and  issued  amounts  of  the  Loan,  and  the 
terms  of  issue. 

2.  The  distinctive   numbers  and   denominations  of  the   Bonds. 

3.  Evidence  that  all  Bonds  bear  the  autographic  signature  of 
some  properly  authorised  person. 
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COMMISSIONS 
MINIMUM  SCALE  OF  COMMISSIONS. 

Securities  of  or  Guaranteed  by  the  British  or  Indian  Government 
having  a  currency  of  not  more  than  Twelve  years,  in  bargains  of 
not  less  than  i20,0C0  Stock — 1/8  per  cent,  on  Stock. 

Foreign  Government  Bonds,  price  £20  or  under — 1/8  per  cent,  on 
Stock. 

Foreign  Railway  and  other  Bonds  to  bearer,  price  £20  or  under, 
1/8  per  cent,  on  Stock. 

Consols,  2^%  and  23^%  Annuities  and  Securities  issued  by  the 
British  Government  since  the  commencement  of  the  War — 3/16 
per   cent,   on   Stock. 

Other  British  Government  Securities,  Indian  Government 
Stocks,  Metropolitan  Consolidated  Stocks,  London  County  Consoli- 
dated Stocks,  Foreign  Government  Bonds,  price  over  20;  Foreign 
Railway  and  other  Bonds  to  bearer,  price  over  20;  Colonial  Gov- 
ernment Securities,  County,  Corporation  and  Provincial  Securities 
(British,  Indian,  Colonial  or  Foreign) — 1/4  per  cent  on  Stock. 

Bank  of  England  and  Bank  of  Ireland  Stock — 1/4  per  cent,  on 
Money. 

Registered  Stocks  (other  than  Railway  Ordinary  and  Deferred 
Ordinary  Stocks) — 1/2  per  cent,  on  Money. 

Railway  Ordinary  and  Deferred  Ordinary  Stocks: 

Price    ilO  or  under At  discretion. 

Over    ilO  to     i25 1/16  per  cent,  on  Stock 

i25  to     iSO 1/8    " 

£50  to  £100 1/4    " 

"      £100  to  £150 1/2    " 

"      £150  to  £200 3/4    " 

"      £200 1 

Shares,  Registered  or  Bearer  (other  than  Shares  of  $50  or  $100 
denomination  dealt  in  in  the  American  Market). 
£    s.   d. 
Price     0     1     0  or  under At  discretion. 

s.  d. 
0    0    054  per  Share. 


Over  0  1 

0  to 

0  2 

0 

0  2 

0  to 

0  3 

6 

0  3 

6  to 

0  5 

0 

0  5 

0  to 

0  15 

0 

0  IS 

0  to 

£1  10 

0 

"   £1  10 

0  to 

£2  0 

0 

"   £2  0 

0  to 

£3  0 

0 

"   £3  0 

0  to 

£4  0 

0 

0  0|4 

0  1 

0  1^ 

0  3 

0  4J^ 

0  6 

0  7^ 


£4    0    0  to    £5    0    0    0    9 

£5    0    0  to    £7  10    0    1     0 
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8.     d         per  share 

CKer     i7  10  0  to  £10    0     0    1     3 

"     ilO    0  0  to  il5     0     0    1     6 

"     £\5    0  0  to  £20    0     0    2    0 

"    £20    0  0  to  £25    0    0    2    6 

"     £25     0  0 1/^%  on   Money. 

Shares  of  $50  or  $100  Denomination  dealt  in  in  the  American 
Market. 

Price     $5  or  under    At   discretion 

s.  d. 

Over    $5  to  $25     0  6  per  Share. 

"       $25  to  $50    0  9 

"       $50  to  $100    1  0 

"     $100  to  $150     1  6 

"     $150  to  $200     2  0 

With  6d.  rise  for  every  $50,  or  portion  thereof,  in  price. 

Railway  and  Other  Registered  Stocks  [Rule  189].  Charges  to 
country  brokers,  members  of  a  recognized  Stock  Exchange. 

£50  ($250)    or   under,    i«%    on    stock. 
Over  £50  up  to  £100,       %%     " 

"    £100  up  to  £150.       A%     " 

"    £150  up  to  £200,       %%     " 

^\%  rise   for  every  additional  £50. 

American  Shares  or  Bonds  of  $50  or  $100.  Traded  in  the  Ameri- 
can market. 

$50  or  under,  3  pence  per  bond. 
Over  $50  up  to  $100. 4J^     "       " 
"    $100  up  to  $150. 6        "      " 
"    $150  up  to  $200. 9        "      " 
"  $200  I  shilling  per  pound. 

Options  for  more  than  one  account — As  on  bargains. 

Options  for  one  account  or  less;  bargains  in  partly-paid  stock 
or  shares  of  new  issues  for  cash  previous  to  or  for  special  settle- 
ment; bargains  in  rights  for  cash;  powers  of  attorney  for  inscribed 
stock;  probate  and  other  valuations;  secur'ities  made-up  or  made- 
down;  short-dated  securities  (having  five  years  or  less  to  run); 
transfers  of  stocks  and  shares — At  discretion. 

Small  Bargains — No  lower  Commission  than  £1  to  be  charged 
except  in  the  case  of  transactions  amounting  to  less  than  £20  in 
value  on  which  a  Commission  of  not  less  than  5s.  must  be  charged, 
and  transactions  of  £20  or  over  but  less  than  £100  on  which  10s. 
must  be  charged. 


BRITISH  PROVINCIAL  STOCK 
EXCHANGES 

In  addition  to  the  London  Stock  Exchange,  which  deals  in  the 
securities  of  all  nations,  there  are  several  important  Stock  Ex- 
changes in  the  manufacturing  districts  of  Great  Britain.  The  most 
important  are  those  of  Liverpool,  Manchester,  Glasgow,  Birming- 
ham, Cardiff,  Leeds,  and  Sheffield. 

All  of  these  exchanges  adopt  the  regulations  and  commission 
rates  of  the  London  Stock  Exchange.  Each  of  them  specializes 
in  the  securities  of  its  own  district.  The  large  profits  derived  from 
manufacturing  are  also  invested  by  customers  in  international  se- 
curities. There  is  consequently  a  brisk  interchange  of  business 
between  the  out-of-town  exchanges  and  London. 

The  Liverpool  and  Manchester  Exchanges  are  described  sep- 
arately in  the  following  pages.  Glasgow  deals  chiefly  in  iron,  steel, 
engineering,  steamship,  shipbuilding  and  insurance  securities.  Bir- 
mingham and  Sheffield  deal  also  in  local  iron  and  steel  stocks  an.l 
bonds.  Cardiff  specializes  in  coal  and  steamship  securities.  Leeds 
deals  largely  in  shares  of  woollen  mills. 


LIVERPOOL  STOCK  EXCHANGE 

(Secretary:     J.   Hunter,   Stock  Exchange,   23    Exchange   St.    East, 

Liverpool) 

Liverpool  is  one  of  the  most  important  seaports,  and  the  stocks 
and  bonds  traded  on  the  exchange  are  therefore  chiefly  connected 
with  the  shipping  trade  and  allied  industries.  Insurance  and  nitrate 
companies'  securities  are  also  largely  dealt  in. 

The  methods  of  dealing,  regulations,  settlement  dates,  and  com- 
mission rates,  are  the  same  as  those  of  the  London  Stock  Exchange. 

There  are  about  160  members  of  the  Stock  Exchange,  who  are 
forbidden  to  advertise  or  to  issue  circulars  to  anyone  but  their  own 
customers. 
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MANCHESTER  STOCK  EXCHANGE 

(Secretary:  Jas.  R.  Taylor,  Stock  Exchange,  Cross  St.,  Manchester) 

This  is  an  important  Stock  Exchange.  Manchester  is  180  miles 
to  the  north  of  London,  with  which  it  is  connected  by  an  efficient 
telephone  and  telegraph  service.  Liverpool  (which  also  has  a  Stock 
Exchange)  is  36  miles  west  of  Manchester. 

The  entire  district  surrounding  Manchester  is  a  huge  manufac- 
turing, mining,  and  shipping  area.  Within  40  miles  from  the  city, 
there  is  a  larger  population  than  in  any  similar  space  in  the  world. 

The  stocks  and  bonds  dealt  in  are  chiefly  those  of  local  con- 
cerns, especially  of  the  coal,  iron,  engineering  and  textile  industries, 
which  do  an  international  trade.  A  large  business  is  also  done 
through  the  London  Stock  Exchange  in  American  and  other  stocks 
and   bonds. 

The  methods  of  dealing,  settlement  dates,  commission  rates, 
and  regulations,  are  the  same  as  those  of  London. 

The  membership  of  the  Manchester  Stock  Exchange  numbers 
about  60.  Members  are  forbidden  to  advertise  or  to  issue  circulars 
to  anyone  but  their  own  customers.  Sharing  of  commissions  is  not 
allowed. 


British  Income  Tax 

SUMMARY  OF  CHANGES  FOR  1921 

GRADUATED  TAXES  DISCONTINUED.— The  graduated 
rates  of  income  tax,  formerly  adopted,  have  been  abolished  as  from 
1st  January,  1920;  that  is,  for  the  trading  year  ending  December 
31,  1920,  or  not  later  than  31st  March,  1921.  The  maximum  rate 
of  tax  is  continued  at  6s.  Od.  in  the  pound  (30%). 

ALLOWANCES.— The  abatements  allowed  to  individuals  are 
now  as  follows: — (The  amounts  are  converted  at  the  nominal  rate 
of  $5  to  the  pound.)  Amount  not  taxable:  married  men,  £225 
($1,125),  whatever  the  amount  of  the  total  income.  Unmarried  men 
or  women,  £135  ($675),  whatever  the  amount  of  the  total  income. 
Allowance  for  young  and  dependent  children,  £36  ($180)  for  one 
child;  ill  ($135)  for  each  of  any  additional  children.  For  any 
dependent  relative,  partly  or  entirely  supported  by  a  married  tax- 
payer, an  allowance  of  £5  ($25)  tax-free.  Allowance  for  a  wife; 
this  is  covered  by  the  £225  allowed  tax-free  to  married  men.  A 
widower  with  young  dependent  children  is  allowed  exemption  of 
£45  ($225)  for  any  woman  relative  employed  in  taking  care  of  the 
children.  An  allowance  of  £45  is  also  made  to  an  unmarried  man 
or  woman  maintaining  dependent  brothers  or  sisters,  or  a  widowed 
mother.  Allowance  is  also  made  for  life  insurance  premiums  of 
the  taxpayer,  not  exceeding  one-sixth  of  the  total  income. 

EARNED  INCOME  OF  INDIVIDUAL.— Money  earned  by 
the  taxpayer  in  carrying  on  any  trade  or  profession  is  called 
"Earned  Income,"  as  distinguished  from  income  received  from 
rents  or  dividends  or  interest  on  investments,  which  is  called  "Un- 
earned Income."  A  taxpayer  is  entitled  to  an  allowance  of  10% 
of  his  earnings  tax-free,  but  the  allowance  must  not  exceed  £200 
($1,000). 

RATE  OF  TAX  (INDIVIDUALS).— After  deducting  from  the 
total  income  the  tax-free  amounts  allowed  for  (a)  Earned  Income; 
(b)  the  personal  allowance  of  £225  for  married  men  or  £135  for 
single  men;  or  (c)  dependent  children  or  relatives,  the  remaining 
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amount  of  income  is  taxed  as  follows: — The  first  £225  at  os.  Od. 
in  the  pound  (15%);  any  additional  amount  is  taxed  at  63.  Od.  in 
the  pound  (30%). 

CORPORATIONS.— There  are  two  kinds  of  income  tax  payable 
by  corporations  (in  addition  to  excess  profits  duty),  namely  (a) 
normal  income  tax  of  6s.  Od.  in  the  pound  on  the  average  annual 
profits  of  the  last  three  years,  no  abatement  being  allowed;  and 
(b)  corporation  profits  tax  on  undistributed  net  profits  of  the  last 
completed  year,  taken  alone,  as  explained  in  the  next  paragraph. 

CORPORATION  PROFITS  TAX— YEAR  1920-21.— This  tax 

is  payablj,  at  a  flat  rate,  on  the  undistributed  profits  earned  for 
the  year  beginning  on  or  after  1st  January,  1920.  The  first  i500 
is  exempt  from  tax.  On  the  amount  exceeding  i50O  the  tax  is  5%, 
but  the  total  tax  is  limited  to  not  more  than  10%  of  the  profits 
remaining  after  paying  interest  on  bonds,  debentures,  and  perma- 
nent loans  to  the  corporation,  and  after  paying  dividends  on  pre- 
ferred shares. 

EXCESS  PROFITS  DUTY— YEAR  1920-21.— (Businesses  and 
Corporations).  This  is  payable  at  the  rate  of  60%  of  the  excess 
profits  earned  by  any  business  concern  during  the  year  beginning 
1st  January,   1920,   or  later  in  that  year. 

SUPER-TAX— YEAR  1920-21.— (Individuals  Only.)  The  first 
£2,000  of  profit  is  tax-free.  On  the  next  £500  the  tax  is  Is.  6d.  in 
the  pound  (7J^%). 

On  the  next  £500,  the  tax  is  2s.  Od.  in  the  pound  (10%); 

"  "       "      £1,000,  (4th  £1,000),  the  rate  is  2s.  6d.  (12K>%); 
"    "      Sth  £1,000.  3s.  Od.  (15%) ;  on  6th  £1,000,  3s.  6d.  (17/2%>) ; 

"  "      7th  £1,000,  4s.  Od.  (20%) ;  on  Sth  £1,000.  4s.  6d.  (22^/.%) ; 

"  "    next  £12,000,  (£9,000  to  £20,000),  5s.  Od.  (25%); 

"  "   next  £10,000,  (£20,000  to  £30,000),  5s.  6d.  (27K-%); 
Any  excess  over  £30,000  is  taxable  at  6s.  Od.  in  the  pound  (30%). 

CORPORATION    TAX;    COMPANIES    LIABLE.— (1)    All 

British  companies  carrying  on  trade  or  business,  and  on  all  their 
undistributed  profits,  whether  derived  from  business  carried  on  in 
the  U.  K.  or  abroad. 

(2)  All  American  and  foreign  companies,  (incorporated  outside 
of  the  U.  K.)  are  taxable  only  on  the  undistributed  profits  derived 
from  that  portion  of  their  business  which  is  carried  on  within  the 
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U.  K.  The  tax  is  assessed  against  the  British  agent  or  represent- 
ative of  the  foreign  company. 

(3)  For  the  trading  year  1920-21,  British  Public  Service  com- 
panies are  exempted  from  the  corporation  tax,  where  they  have 
been  forbidden  by  law  to  charge  higher  prices  or  to  pay  more  than 
a  fixed  rate  of  dividend.  The  companies  exempted  are  those  supply- 
ing gas,  water,  electric  light,  heat  or  power,  street  railway  com- 
panies, (tramways),  railroads,  and  canal,  dock  and  harbor  com- 
panies. 

The  income  tax  ofificials  may  make  an  additional  assessment 
against  a  corporation  at  any  time  within  three  years  from  the  end  of 
an  accounting  period. 

HOW    TAXABLE    AMOUNT    TO    BE    ASCERTAINED.— 

The  profits  are  to  be  arrived  at  by  proper  accounting  methods,  and 
on  the  basis  of  a  complete  financial  year  ending  not  later  than 
March  31,  1921.  Corporation  profits  tax  is  assessed  on  the  profit  of 
each  separate  year — not  on  an  average  of  years. 

SPECIAL     POINTS     AS    TO     DEDUCTIONS.— Rents     and 

profits  received  from  tenants  of  land  and  buildings  which  arc  the 
property  of  a  corporation  must  be  brought  into  account  as  profits. 
The  rental  value  of  land  or  premises  owned  by  the  corporation 
must  not  be  charged  as  an  expense. 

Interest  on  borrowed  money  is  chargeable  as  an  expense,  unless 
the  loan  is  permanent,  such  as  on  long-tk;rm  bonds. 

Rents  and  royalties  paid  are  chargeable  but  not  royalties  paid 
to  any  person  holding  a  controlling  interest  in  the  corporation. 

Salary  or  other  remuneration  paid  to  any  person  holding  a  con- 
trolling interest  in  a  corporation  cannot  be  charged  as  expense  to  an 
amount  exceeding  £1,000  ($5,000).  Profits  distributed  to  employees, 
under  profit-sharing  schemes,  may  be  charged  as  expense. 

Interest  or  dividends  received  from  concerns  which  have  been 
taxed  on  their  profits  is  not  again  taxable  as  income  of  the  corpora- 
tion receiving  it. 

Excess  profits  duty  paid  for  the  previous  year  may  be  charged 
as  an  expense,  but  the  ordinary  income  tax  paid  may  not  be 
charged. 

EXCESS  PROFITS  TAX.— The  following  are  the  rates  for  the 
years  1915  to  1920: 

Finance  Act  No.  2  of  1915  first  established  this  tax  at  50%. 
The  Act  of  1916  increased  the  tax  to  60%. 
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The  Act  of  1917  increased  the  tax  to  80%,  for  the  period  after  Janu- 
ary 1,  1917. 
The  Act  of  1918  continued  the  tax  at  80%. 

The  Act  of  1919  reduced  the  tax  to  40%,  after  January  1,  1919. 
The  Act  of  1920  increased  the  tax  to  60%,  after  January  1,  1920. 
The  government  has  promised  to  abolish  this  tax  in  1922. 

The  basis  of  taxation  for  the  year  1920-1921  is  the  amount  by 
which  the  trading  profits  of  the  year  exceed  the  average  profits  of 
the  best  two  out  of  three  years  immediately  preceding  the  war.  Or, 
a  corporation  or  taxpayer  may  claim  to  be  assessed  on  a  percentage 
of  return  on  the  capital  used.  For  the  year  of  taxation  1920-21, 
this  percentage  has  been  fixed  at  6%  for  companies  and  8%  for 
individuals  and  partnerships.  Small  businesses  may  claim,  for  the 
year  1920-21,  the  full  percentage  allowance  plus  i750  ($3,750)  for 
each  partner  actively  engaged  in  the  business. 

The  percentage  standards  for  businesses  of  a  speculative  nature 
are   considerably  higher  than   for   ordinary  businesses. 

The  list  of  these  standards  is  too  long  to  be  stated  in  the  space 
here  available.  Briefly,  the  capital  of  a  business  is  taken  as  the 
amount  of  its  assets,  less  its  debts  to  outsiders. 

NOTES  FOR  AMERICAN  INVESTORS  IN  BRITISH 
SECURITIES 

TAX  ON  NON-RESIDENTS.— Interest  on  bonds,  and  divi- 
dends on  shares,  paid  by  British  incorporated  companies  to  Ameri- 
cans and  other  persons  residing  abroad,  are  taxable  at  the  full  rate 
of  6/-  in  the  £1  (30%).  No  exemption  or  abatement  is  allowed  to 
non-resident  Americans,  but  an  American  residing  regularly  in 
Britain,  or  residing  and  carrying  on  business  there,  is  entitled  to 
the  same  exemptions  and  abatements  as  a  British  subject,  except 
that  he  can  only  receive  the  allowance  for  a  wife,  family,  and  de- 
pendents if  they  also  re.side  in  the  U.  K.,  or  he  proves  he  is  main- 
taining them. 

PROFITS  ON  SALES  OF  INVESTMENTS.— On  the  other 
hand,  profits  made  by  American  investors  by  the  purchase  and  sale 
of  stocks  and  bonds  in  England  (whether  British  or  foreign  securi- 
ties), are  not  subject  to  British  income  tax  on  such  profits.  They 
would  be  taxable  on  the  interest  or  dividends  at  6s.  in  the  £  (30%), 
except  as  explained  below. 

INCOME   NOT   TAXABLE   AGAINST   NON-RESIDENTS. 

—An  American  or  foreign  non-resident  is  not  liable  to  pay  income 
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tax  on  amounts  received  from  England  on  foreign  and  colonial 
securities,  British  Treasury  Bills,  British  Exchequer  Bonds,  nor  on 
any  of  the  later  War  Loans.  (Income  tax  is  payable  by  non-resi- 
dents on  interest  received  from  British  2^%  Consols,  2^%  An- 
nuities and  Municipal   Bonds.) 

Where  income  tax  has  been  deducted  by  the  paying  banker,  the 
non-resident  should  make  a  claim  for  repayment.  It  is  necessary 
to  make  an  affidavit  of  non-residence,  in  the  way  explained  in  the 
section  of  this  book  dealing  with  the  practice  of  the  London  Stock 
Exchange.  On  some  British  Government  securities  tax  is  deducted 
before  payment;  on  others  it  is  not  deducted.  For  the  guidance  of 
the  American  investor,  a  detailed  list  of  both  these  classes  is  now 
given. 

(1)  Income  tax  (30%)  deducted  at  the  time  of  payment  of  in- 
terest. British  Consols  2J^%;  British  Annuities  2^%;  Local  Loans 
Stock  3%;  Guaranteed  British  Stocks  2^4%  and  3%;  War  Stocks 
3^%  and  4%;  Victory  Bonds  4%;  Funding  Loan  4%,  redeemable 
1960-1990. 

(2)  Interest  paid  in  full,  without  deduction  of  income  tax. 
British  Exchequer  Bonds,  5%,  of  1919,  1920,  1921,  and  1922;  and 
the  6%  Exchequer  Bonds  of  1920. 

British  National  War  Bonds.  5%,  redeemable,  1922,  1923,  1924, 
1925,  1927  and   1928.     All  War  Savings  Certificates. 

As  a  special  exception,  the  tax  is  deducted  from  all  of  the  above 
securities  if  they  are  in  the  form  of  certificates  to  bearer. 

(3)  Tax  not  deducted,  for  the  reason  that  tax  is  assumed  to  have 
been  compounded. 

British  Stocks  and  Bonds  of  the  4%  War  stock;  4%  National 
War  Bonds,  redeemable  1927  and  1928. 


DESCRIPTION  OF  BRITISH  INCOME  TAX 

NATURE  OF  TAX.— Income  tax  is  a  direct  tax  payable  by  all 
persons  receiving  £135  or  more  per  annum  of  income  or  net  profits, 
whether  earned  or  received  from  investments.  Various  abatements 
are  allowed  to  individuals.  The  tax  is  also  levied  on  the  total 
average  net  profits  of  limited  companies  and  other  associations, 
no  abatement  being  allowed  to  companies. 

WHO  ARE  LIABLE.— -All  persons  and  firms,  whether  British  or 
foreign,  are  liable  to  the  tax  for  all  income  or  profit  derived  from 
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any  source  in  the  U.  K.  All  income  or  profit  received  in  the  U.  K. 
from  foreign  sources  is  liable  to  the  tax,  whether  it  is  received  by 
British  or  foreign  persons  or  firms.  The  income  tax  law  applies 
to  the  whole  of  the  British  Isles,  but  not  to  the  British  overseas 
Dominions  or  dependencies. 

HOW  PAYABLE. — The  tax  is  payable  to  the  government,  through 
its  tax  collectors,  and  is  collected  at  its  source.  A  person  earning 
his  income  by  work  must  pay  the  tax  direct  to  the  tax  collector, 
but  income  paid  to  him  from  investments  has  usually  had  the  tax 
already  deducted  by  the  payer,  who  must  account  for  and  pay  over 
such   deduction  to  the  tax  collector. 

LIMITED  COMPANIES  (Corporations).— These  pay  tax  on  the 
whole  of  their  net  profits,  even  though  only  part  of  such  profits  is 
distributed  as  dividend  to  their  shareholders.  The  company  may, 
however,  deduct  the  income  tax  from  dividends  paid  and  from 
debenture  (bond)  interest,  and  so  recover  part  of  the  tax.  The 
company  also  pays  an  additional  tax  on  undistributed  profits  and 
excess  profits  duty  on  increased  percentages  of  profit  earned  since 
before  the  War. 

DESCRIPTION  OF  THE  TAX   SCHEDULES 

The  Income  Tax  Acts  specify  five  classes  of  income,  which  are 
taxed   separately,  as  follow: — 

SCHEDULE  "A." — Income  of  landlords  from  house  property  or 
other  buildings,  land,  and  rentals  from  land.  These  properties  are 
called  "real  property,"  and  the  tax  is  called  "Property  Tax."  The  tax 
is  calculated  (assessed)  on  the  annual  rental,  less  an  allowance,  for 
repairs,  of  one-sixth  of  the  rent  on  house  property  and  buildings, 
and  of  one-eighth  on  farm  houses  and  farm  property.  This  allow- 
ance for  repairs  may  be  increased  to  one-fourth  of  the  rental,  in 
special  cases  of  good  landlords  spending  generously  for  main- 
tenance. 

TENANT. — The  person  paying  the  rent,  or  occupying  the  prop- 
erty, must  pay  the  tax  direct  to  the  tax  collector,  and  deduct  it  from 
the  next  rent  due.  He  cannot  recover  it  later.  It  is  illegal  for  a 
landlord  to  make  this  tax  payable  by  the  tenant,  and  any  agree- 
ment  to   that  eflfect  is  void. 

OWNER-OCCUPIER.— If  a  trader  owns  his  business  premises, 
he  pays  the  tax  under  Schedule  A.  He  must  not  charge  the  ta.x: 
paid  against  his  profits,  because  income  tax  is  one  of  the  disallowed 
expenses,  but,  in  compensation,  he  is  allowed  to  charge  against  his 
trading  profits,  as  an  expense  for  rent,  the  net  annual  value  of  the 
premises  on  which  he  has  paid  the  Schedule  "A"  tax:  this  is  five- 
sixths  of  the   gross  annual  value. 

This   arrangement   also   applies    to    Limited    Companies    owning 
their    premises. 
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If  the  business  or  profession  is  carried  on  in  the  dwelling  house 
in  which  the  trader  or  professional  man  lives,  a  proportion  (not 
exceeding  two-thirds)  of  the  assessed  annual  rental  may  be  charged 
as  an  expense  against  profits.  The  proportion  must  be  agreed  with 
the  Inspector  of  Taxes. 

(See  further  explanations  under  Schedule  "D,") 

SCHEDULE  "B"  TAX.— This  is  the  tax  payable  by  tenant-farm- 
ers, and  is  based  on  the  rental,  but  the  farmer  has  the  option  of 
claiming  to  be  assessed  on  his  profits,  like  a  trader,  under  Schedule 
"D."  The  assessment  is  now  (1921)  twice  the  yearly  rental,  which 
means  that  the  farmer  is  presumed  to  make  a  yearly  profit  equal  to 
twice  the  rent  he  pays.  If  dissatisfied  with  this  assessment,  the 
farmer  may  produce  accounts,  showing  what  he  really  has  made, 
and  he  will  be  assessed  on  that  amount,  if  proved  to  be  correct. 

SCHEDULE  "C"  TAX.— Levied  on  interest  and  dividends  paid  in 
the  United  Kingdom  out  of  "Public  Funds"  (Government  Loans), 
whether  British,  Colonial,  or  Foreign.  The  banker  paying  such  in- 
terest or  dividends  deducts  the  tax  and  pays  it  to  the  tax  collector. 

SCHEDULE  "E"  TAX.— This  is  payable  on  the  income  from  all 
salaries  of  appointments  held  by  Government  officials,  or  by  direc- 
tors, managers,  and  secretaries  of  limited  companies.  A  company 
cannot  legally  pay  this  tax  for  its  officials  unless  the  shareholders 
first  pass  a  resolution  authorizing  it.  Under  this  schedule  the  tax  is 
technically  payable  on  the  exact  salary  of  the  current  year.  In 
practice,  officials  of  companies  are  usually  assessed  under  Schedule 
"D,"  which  gives  them  the  advantage  of  paying  on  the  average 
income  of  the  last  three  years.  The  tax  is  payable  at  the  rate 
charged  on  "earned"  incomes. 

SCHEDULE  "D."— This  is  the  most  important  schedule  to  the 
business  man,  as  it  covers  all  profits  made  from  trading  or  profes- 
sions or  employments,  and  all  income  from  dividends  on  shares  or 
interest  on  bonds  and  debentures,  and  any  other  income  not  in- 
cluded in  the  other  schedules. 

This  schedule  includes  all  profits  made  by  carrying  on  businesses 
or  professions  in  the  United  Kingdom,  or  elsewhere,  by  persons  re- 
siding in  the  United  Kingdom  or  by  British  partnerships,  or  by 
companies  registered  in  the  United  Kingdom. 

It  also  includes  profits  made  in  the  United  Kingdom  by  persons 
residing  abroad  or  by  foreign  firms  or  companies. 

Trading  and  professional  profits  are  assessed  on  an  average  of 
the  previous  three  years'  net  profits,  but  income  from  foreign  in- 
vestments and  property,  or  securities,  are  assessed  on  the  previous 
year's  yield. 

Companies  incorporated  in  the  United  Kingdom,  which  carry 
on  foreign  business  as  well  as  British  business,  pay  on  the  whole 
of  their  profits  made  in  Great  Britain  and  on  the  whole  profits  of 
their  foreign  business.  If  the  business  is  wholly  carried  on  abroad, 
only  the  profits  actually  received  in  England  are  subject  to  the  tax. 


INCOME    TAX  629 

These  severe  regulations  are  generally  evaded  by  forming  sep- 
arate companies,  under  foreign  laws,  to  carry  on  the  foreign  trade. 
There  are  very  important  advantages  in  adopting  this  method. 


FIXING  THE  AMOUNT  PAYABLE:    ASSESSMENTS. 

RETURNS. — The  taxpayer  (or  the  taxpaying  firm  or  company)  is 
supplied  each  year  by  mail  with  a  form  on  which  to  estimate  the 
net  income  for  the  current  government  year,  ending  April  5th  of 
next  year.  Trading  accounts  need  not  be  furnished  unless  asked  for 
by  the  Inspector  of  Taxes. 

This  statement  ("Return"),  if  apparently  correct,  is  accepted 
by  the  tax  inspector  as  a  basis  of  their  assessment  for  taxation.  Tax 
accounts,  and  balance  sheets  and  trading  accounts,  drawn  up  and 
certified  by  public  accountants  are  generally  accepted  as  conclu- 
sive evidence. 

TRADING  PERIOD.— The  tax  covers  the  period  from  April  6th  of 
the  current  year  to  April  5th  of  the  following  year,  which  is  the 
period  adopted  by  the  British  government  for  making  up  its  own 
annual  accounts.  The  trader's  accounts  may  be  balanced  at  any 
date  he  thinks  fit,  so  long  as  they  cover  complete  years.  It  is  not 
necessary  to  prepare  special  accounts  showing  the  profits  from 
April  6th  of  one  year  to  April  5th  of  the  following  year. 

WHEN  TAX  IS  PAYABLE.— Corporations  must  pay  their  in- 
come tax  in  one  sum,  on  January  1st,  for  the  assessed  profits  of 
the  year  just  ended.  An  individual  trader  may  pay  half  the 
amount  on  January  1st,  and  half  on  July  1st,  following;  no  interest 
is  charged. 

AVERAGING  THE  PROFITS.— The  taxpayer  or  corporation  is 
entitled  to  take  the  average  annual  profits  of  the  last  three  com- 
plete years  as  the  basis  of  his  estimate  of  income  for  the  current 
year  and,  on  his  producing  proper  accounts  in  support  of  these 
statements,  his  estimate  is  usually  accepted. 

Most  tax  inspectors  require  the  accounts  to  be  certified  by  a 
public  accountant. 

For  example,  the  amount  of  profit  on  which  a  corporation  is  to 
be  assessed  for  the  year  1921  (tax  to  be  paid  January  1st,  1922)  is 
the  average  net  profit  of  the  years  1918,  1919  and  1920.  Adding  the 
net  profits  of  the  three  years,  and  dividing  by  three,  will  give  the 
average. 

LOSSES. — If  the  year's  trading  should  result  in  a  loss,  no  relief 
is  obtainable  from  the  tax;  it  must  be  paid.  The  three  years 
average  is  always  adhered  to.  The  bad  year  will  reduce  the  average 
of  the  profits  to  be  paid  in  later  years.  An  exception  is  made  for 
businesses  which  are  discontinued.  Repayment  is  then  made  for 
taxes  paid  exceeding  the  actual  taxable  profits  of  the  past  three 
years. 
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A  NEW  BUSINESS.— This  pays,  for  the  first  year,  on  the  actual 

net  profits  made,  which  are  ascertained  after  the  closing  of  its 
first  year's  accounts.  The  inspector  of  taxes  usuallj'  agrees  to 
wait  for  these  accounts  before  making  the  assessment.  The  second 
year's  tax  will  be  on  the  profit  shown  for  the  first  year,  and  the 
third  5'^ear's  tax  will  be  on  the  average  of  the  two  preceding  j'cars. 
(If  no  profits  are  made  during  the  first  three  years,  no  tax  will 
be  payable.)  The  fourth  year's  assessment  will  be  on  the  average 
profit  of  the  previous  three  years.  The  taxpayer,  or  a  corporation, 
has  the  option,  for  the  first  three  years,  of  paying  on  the  actual 
profits  of  each  3'ear. 

IRON  AND  COAL  MINES.— These  pay  on  a  five  years'  average. 
Railways,  quarries,  gas  works,  markets,  ferries,  waterworks,  alum 
works,  fisheries  and  salt  works  pay  on  the  amount  of  the  previous 
year's  profits. 

SUCCESSION. — A  company  or  person  taking  over  an  existing 
business  is  assessed  on  the  average  of  the  previous  annual  profits 
of  such  business,  unless  it  can  be  proved  that  the  change  of  owner- 
ship will  reduce  the  annual  profits. 

SET-OFF. — A  company  or  person  carrying  on  two  or  more  sepa- 
rate businesses,  or  a  partner,  in  two  separate  firms,  may  set  off 
losses  in  one  against  the  profits  in  the  other,  and  is  taxed  only  on 
his  share  of  the  net  profit  of  the  whole. 

DEDUCTIONS  NOT   ALLOWED 

The   following  expenses   arc   not   allowed  to  be   deducted   from 
gross  profits: — 

(1)  Repairs  beyond  the  usual  average  repairs  of  each  year,  on  a 
three  years'  average. 

(2)  Cost  of  improvements  of  premises,  or  allowances  for  de- 
preciation of  land,  buildings  or  leases.  Allowances  for  de- 
preciation of  buildings  and  plant  are  usually  subject  to  ar- 
rangement with  the  tax  inspector.  No  allowances  can  be 
made  for  depreciation  during  the  first  year  of  additions  to 
premises. 

(3)  Interest  paid  on  capital,  or  loans,  or  mortgages,  or  lavir 
costs  of  obtaining  mortgages,  or  debenture  interest,  or  divi- 
dends on  shares;  (the  tax  should,  in  such  cases,  be  deducted 
from  the  amounts  paid),  or  formation  or  preliminary  ex- 
penses of  companies,  or  voluntary  gifts,  or  charitable  sub- 
scriptions, except  to  a  local  Infirmary  available  to  the  firm's 
workmen. 

(4)  Partners'  salaries  or  drawings,  or  cost  of  maintenance  of 
themselves  or  their  families. 

(5)  Income  tax  paid  (except  schedule  "A"  assessment,  which 
may  be  deducted  from  trading  profits). 

(6)  Any  losses  recovered  under  an  insurance,  sucli  as  damage 
by  fire  paid  for  by  an  insurance  companA% 
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(7)  Losses  not  connected  with  the  business,  such  as  occasional 
speculation  losses.  (On  the  other  hand,  profits  from  such 
sources  need  not  be  included  in  the   statement  of  income.) 

(8)  Wear  and  tear  of  machinery  and  plant  are  not  allowed,  nor 
any  depreciations,  unless  arranged  with  the  Tax  Inspector, 

Payments  of  royalties  or  other  sums  for  the  use  (not  the  pur- 
chase) of  patents,  and  annuities  paid  out  of  profits  (for  goodwill) 
and  interest  paid  on  capital  or  on  loans,  are  all  disallowed,  but  the 
firm  paying  same  may  deduct  the  tax  from  such  payments,  so  mak- 
ing it  fall  on  the  receivers  of  such  sums. 

DEDUCTIONS  ALLOWED 

The  following  expenses  are  allowed  to  be  charged  against 
profits: — 

(9)  All  actual  bad  and  doul^tful  debts,  but  not  reserves  based  on 
averages,  or  made  by  a  lump  sum. 

(10)  Rent  of  business  premises,  or  a  proportion  of  the  rent  of  a 
dwelling-house  used  also  for  business;  or  the  annual  assessed 
rental  value  of  own  business  premises  on  which  tax  has  been 
paid  under  schedule  "A." 

(11)  Repairs  to  business  premises,  and  suppl}^  and  renewals  and 
repairs  of  tools  and  plant  and  other  articles  required  for 
use  in  the  trade  or  manufacturing;  this  allowance  is  limited 
to  the  average  of  the  previous  three  years. 

(12)  Interest  on  bank  loans  for  less  than  a  year;  bank  commis- 
sions and  charges  and  expenses  of  discounting  bills  of  ex- 
change. 

(13)  Compensation  payable  by  brewers  for  the  extinction  of 
licenses. 

(14)  Any  other  expenses  incurred  wholly  and  solely  for  the  pur- 
pose of  the  trade  or  profession  carried  on  by  the  taxpayer. 

INCOME  NOT  TAXABLE— The  following  are  not  assessable, 
and  should  not  be  mentioned  in  the  Income  Tax  return  made  by 
the  taxpayer:  (1)  occasional  profits,  when  nut  connected  witli  the 
taxpayer's  regular  business  or  profession,  such  as  a  trader's  profits 
from  speculations,  or  from  Stock  Exchange  dealings,  or  from  un- 
derwriting shares  or  lending  money  for  short  periods  under  a  year. 
As  an  example,  a  bookmaker  must  pay  tax  on  his  annual  profits 
(even  though  his  business  is  illegal),  but  his  customers  are  not 
liable  to  pay  tax  on  their  occasional  winnings  on  bets  made  with 
him,  nor  can  they  deduct  from  income  any  betting  losses. 

LIFE  INSURANCE  PREMIUMS  or  Endowment  Insurances,  on 
the  life  of  the  taxpayer  or  his  wife,  may  be  deducted  to  an  amount 
not  exceeding  one-sixth  of  his  total  income,  but  only  for  premiums 
paid  to  British  companies.  The  receipts  must  be  produced  to  the 
tax  collector.  This  must  not  be  deducted  in  calculating  the  total 
income  subject  to  super-tax.  Accident  insurance  premiums  are  not 
allowed,  unless  the  policy  also  covers  death.     Workmen's  insurance 
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premiums  (against  employer's  liability  for  accidents)  are  allowed 
to  be  charged  as  a  trading  expense. 

For  payments  under  the  Workmen's  Insurance  Act,  the  pro- 
portion payable  by  the  employer  may  be  charged,  but  not  the  work- 
man's proportion,  if  it  is  paid  by  the  employer. 

Life  Insurance  Premiums  or  other  deductions,  which  have  not 
been  claimed  as  deductions,  may  be  claimed  for  repayment  within 
four  years. 

REFUSAL  TO  MAKE  RETURN— A  fine  of  £5  and  costs  may  be 
imposed  for  repeated  refusal  to  make  a  return,  and  an  assessment 
may  be  made  at  any  amount  the  Commissioners  think  fit. 

PENALTY  FOR  INCORRECT  RETURNS.— Treble  the  amount 
of  tax  payable  is  charged,  and  this  can  be  recovered,  and  a  £20  fine 
inflicted,  if  information  is  laid  before  the  Commissioners  of  Income 
Tax.  The  fine  is  £50,  in  addition  to  the  treble  tax,  if  an  action  is 
brought  in  the  High  Court  to  recover  the  tax.  The  maximum 
amount  which  the  Board  of  Inland  Revenue  can  recover  from  the 
taxpayer  is  treble  the  tax  on  the  undeclared  or  concealed  income 
of  three  years  only,  and  the  fine.  Demands  are  occasionally  made 
for  larger  amounts,  under  threats  of  legal  proceedings,  but  such 
demands  are  illegal  and  are  not  enforceable. 

CLAIMS  FOR  REPAYMENTS 

ON  NEW  BUSINESSES.— Within  the  first  three  years  income 
tax  overpaid  can  be  claimed  for  repayment,  if  the  profits  actually 
made  are  less  than  the  amounts  assessed.  After  three  years  no  re- 
payment is  made.  If  larger  profits  are  made  than  the  amount  of 
the  assessment  an  extra  tax  cannot  be  charged  within  the  first  three 
years. 

DISCONTINUANCE  OF  BUSINESS.— When  a  business  is  dis- 
continued, repayment  can  be  claimed  of  amounts  overpaid,  that  '\s, 
above  the  actual  profits  earned  through  the  assessments  having 
been  made  on  the  average  three  years'  profits  in  each  case. 

Claims  for  repayment  can  also  be  made  where  the  taxpayer  has 
sold  his  business,  or  died,  or  ceased  to  carry  on  his  trade  or  profes- 
sion, before  the  expiry  of  the  year  for  which  tax  has  been  paid. 

TIME  LIMIT  FOR  REPAYMENTS.— Claims  may  be  made  any 
time  within  four  years  from  the  commencement  of  the  year  of  as- 
sessment. For  example,  claims  can  be  legally  made  at  any  time,  be- 
tween the  dates  of  April  6th,  1921,  and  April  Sth,  1922,  for  taxes 
overpaid,  or  wrongly  deducted  taxes,  since  April  6th,  1918. 

DIVIDENDS  FREE  OF  INCOME  TAX.— No  dividends  are  ever 
paid  "free  of  income  tax,"  the  term  is  misleading;  the  company  has 
already  paid  the  tax  on  the  profits  it  distributes,  and  persons  not 
liable  to  income  tax  can  claim  repayment  of  the  tax  paid  by  the 
company  on  their  portion  of  the  dividends.  The  tax  officials  are 
courteous  and  helpful  with  regard  to  repayment  claims. 


Regulations  Respecting 

American    and     Foreign    Firms    Opening 
Branches  in  Great  Britain  and  Its  Over- 
seas Dominions  and  Dependencies 


GREAT  BRITAIN 

All  American  and  foreign  firms  and  companies  are  allowed  to 
trade  and  to  open  branches  or  agencies  in  the  United  Kingdom, 
subject  to  the  following  regulations  of  the  Companies'  Consolida- 
tion Act  of  1908: 

CLAUSE  274.  (1)  Every  company  incorporated  outside  the  United  Kingdom, 
which  establishes  a  place  of  business  within  the  United  Kingdom,  shall,  within 
one  month  from  the  establishment  of  the  place  of  business,  file  with  the  Registrar 
of  Companies : 

(a)  A  certified  copy  of  the  charter,  statutes,  or  memorandum  and  articles  of  the 
company,  or  other  instrument  constituting  or  defining  the  constitution  of  the 
company,  and,  if  the  instrument  is  not  written  in  the  English  language,  a 
certified   translation    thereof; 

(b)  A  list  of  the  directors  of  the  company ; 

(c)  The  names  and  addresses  of  some  one  or  more  persons,  resident  in  the  United 
Kingdom,  authorised  to  accept  on  behalf  of  the  company  service  of  process 
and  any  notices  required  to  be  served  on  the  company ; 

and,  in  the  event  of  any  alteration  being  made  in  any  such  instrument,  or  in  the 
directors,  or  in  the  names  or  addresses  of  any  such  persons  as  aforesaid,  the  com- 
pany shall,  within  the  time  prescribed,  file  with  the  Registrar  a  notice  of  the 
alteration. 

(2)  Any  process  or  notice  required  to  be  served  on  the  company  shall  be 
sufficiently  served  if  addressed  to  any  person  whose  name  has  been  so  filed  as 
aforesaid,  and   left   at,   or   sent  by   post,   to   the   address   which  has  been  so   filed. 

(3)  Every  company  to  which  this  section  applies  shall,  in  every  year,  file  with 
the  Registrar  such  a  statement  in  the  form  of  a  Balance  Sheet  as  would,  if  it 
were  a  company  formed  and  registered  under  this  Act  and  having  a  share  capital, 
be  required  under  this  Act  to  be  included  in  the  annual  summary. 

(4)   Every   company    to    which   this    section    applies,    and    which    uses    the    word 
"Limited"   as  part  of  its   name,   shall: — 

(a)  In  every  prospectus  inviting  subscriptions  for  its  shares  or  debentures  in  the 
United    Kingdom,   state   the   country   in   which   the   company   is   incorporated; 

(b)  conspicuously    exhibit,    on   every    place    where    it   carries    on    business    in   the 
United  Kingdom,  the  name  of  the  company  and  the  country  in  which  the  com- 
pany  is    incorporated ; 

(c)  have  the  name  of  the  company,  and  of  the  country  in  which  the  company 
is  incorporated,  mentioned  in  legible  characters  in  all  bill-heads  and  letter 
paper,  and  in  all  notices,  advertisements  and  other  official  publications  of  the 
company. 

(S)  If  any  company  to  which  this  section  applies  fails  to  comply  with  any  of 
the  requirements  of  this  section,  the  company,  and  every  officer  or  agent  of  the 
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company,  shall  be  liable  to  a  fine  not  exceeding:  fifty  pounds,  or  in  the  case  of  a 
continuing  offence,   five  pounds  for  every  day   during   which   the  default  continues. 

(6)  For   the   purpose  of  this   section: 

The  expression  "certified"  means  certified  in  the  prescribed  manner  to  be  a 
true   copy    or   a   correct   translation ; 

The  expression  "place  of  business"  includes  a  share  transfer  or  share  regis- 
tration office ; 

The  expression  "director"  includes  any  person  occupying  the  position  of  direc- 
tor, by  whatever  name  called  ; 

The  expression  "prospectus"  means  any  prospectus,  notice,  circular,  advertise- 
ment or  other  invitation  offering  to  the  public,  for  subscription  or  purchase,  any 
shares   or  debentures    (bonds)    of   the  company. 

(7)  There  shall  be  paid  to  the  Registrar,  for  registering  any  document  re- 
quired by  this  section  to  be  filed  with  him,  a  fee  of  five  shillings  or  such  smaller 
fee   as   may    be   prescribed. 

CLAUSE  275.  A  company  incorporated  in  a  British  possession,  which  has  filed 
with  the  Registrar  of  Companies  the  documents  and  particulars  specified  in  para- 
graphs (a),  (b)  and  (c)  of  subsection  (1)  of  the  last  foregoing  section,  shall  have 
the  same  power  to  hold  lands  in  the  United  Kingdom  as  if  it  were  a  cornpany 
incorporated  under  this  Act,  (The  Companies'   [Consolidation]  Act,  1908). 

Every  American  trader,  partnership,  or  corporation  has  the  same 
rights  and  privileges  as  British  firms  for  trading  or  manufacturing 
in  Great  Britain.  Americans  may  sell  goods  there,  cither  by  cor- 
respondence or  through  travellers  or  general  agents;  or  may  send 
goods  for  sale  to  a  commission  house,  without  being  registered,  and 
without  being  liable  for  any  income  or  other  taxes. 

If  the  American  firm  has  an  exclusive  agent  in  Britain,  or  a 
warehouse  or  factory;  or  holds  stocks  of  goods  for  sale  in  its  own 
premises  there,  it  will  be  considered  to  be  carrying  on  business 
regularly  in  Great  Britain  and  the  business  must  be  registered.  It 
must  then  pay  income  tax  on  the  profits  of  the  British  trade.  The 
American  trader  pays  exactly  the  same  taxes  as  any  British  firm. 

The  income  tax  payable  is  6s.  in  the  i\,  (30%)  on  the  net  profits, 
after  charging  all  expenses  and  depreciations.  If  the  American  firm 
is  owned  by  an  individual  or  by  partners,  they  may  become  liable 
for  the  British  super-tax,  which  is  heavy  and  which  is  charged  on 
the  whole  income  from  every  source.  If  trade  is  intended  to  be 
carried  on  regularly  in^  Great  Britain,  it  is  better  to  form  a  private 
limited  company,  under  British  laws,  for  the  British  branch  only. 
The  income  tax,  as  above,  is  then  payable  on  the  average  of  three 
years'  trading.  There  is  also  a  special  additional  tax  (corporation 
tax)  assessed  on  the  separate  profits  of  each  year,  after  paying  in- 
terest on  all  bonds  or  borrowed  capital,  and  after  paying  preferred 
dividends.  The  first  £500  of  the  balance  of  profits  is  not  taxable; 
dividends  and  interest  received  from  British  companies  are  also 
exempt.  The  total  of  the  corporation  tax  is  limited  to  a  maximum 
of  10%  of  the  total  net  profits  of  the  year.     A  corporation,  whether 
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British  or  American,  pays  no  super-tax;  this  corporation  tax  takes 
its  place.  There  is  no  difficulty  with  regard  to  the  amount  of  profits 
taxable.  AH  companies  incorporated  in  England  must  have  their 
accounts  audited  yearly  by  public  accountants,  who  are  responsible 
to  the  tax  officials  for  the  correctness  of  the  annual  accounts.  The 
certified  accounts  are  accepted  as  final,  subject  to  this  reservation. 
An  American  firm  selling  manufactured  articles  in  Great  Britain 
must  invoice  them  to  its  British  branch  at  the  wholesale  price,  such 
as  it  would  charge  to  any  British  importer  if  it  had  no  British 
branch.  The  difference  between  this  cost  and  the  selling  price  in 
Great  Britain  will  be  the  true  profit  on  the  British  trade,  after  de- 
ducting all  expenses.  The  British  tax  officials  will  not  accept  any 
statement  of  profits  based  on  the  British  branch  being  charged 
higher  prices  than  would  be  charged  to  other  foreign  importers. 
The  tax  officials  are  reasonable,  but  they  require  proof  that  the 
profits  declared  are  arrived  at  in  a  way  which  is  fair  to  both  sides. 
The  cost  of  incorporation  of  a  British  company  has  been  shown 
elsewhere  in  this  section.  For  a  capital  of  il,O00,  ($5,000)  the  cost 
would  be  about  3^4%,  but  for  capital  of  ilO.OOO  to  £60,000  it  would 
only  be  about  I'A^o;  on  il00,000  it  would  be  1%.  The  lawyers'  fees 
would  be  extra  but,  as  the  whole  procedure  is  standardized,  this 
kind  of  work  is  usually  done  for  a  fixed  fee.  If  the  capital  is  con- 
tributed in  cash,  there  are  no  other  expenses,  but  if  property  has 
to  be  transferred  to  the  company,  transfer  duties  would  be  payable. 
A  competent  lawyer  could  effect  very  considerable  savings  on  the 
usual  expenses. 
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BRITISH   COLONIES   AND    DEPENDENCES 

All  American  and  foreign  sole  traders,  partnerships,  and  cor- 
porations have  full  trading  rights  in  the  British  Colonies.  They 
pay  the  same  local  taxes,  and  have  the  same  privileges,  as  domestic 
and  British  firms.  The  following  are  the  details  of  registration  re- 
quirements:— 

AUSTRALIA. — (See  Australasian  Sub-section.) 
BARBADOS  (West  Indies). — All  commercial  firms  must  register. 
Sole  traders  and  partnerships  must  declare  the  true  names  of  all 
the  proprietors.  Corporations  must  give  the  same  details  as  are 
required  by  American  states  from  foreign  corporations.  Agents 
holding  powers  of  attorney  must  also  register. 

The  laws  respecting  partnerships  and  corporations  are  prac- 
tically the  same  as  for  Great  Britain.  British  laws  and  regulations 
are  adopted  as  regards  foreign  firms  and  corporations  carrying  on 
business  in  Barbados. 

BRITISH  INDIA. — Registration  of  foreign  firms  is  not  generally 
required.  The  laws  respecting  corporations  and  partnerships  are 
similar  to  those  of  Great  Britain. 

Calcutta,  Bombay,  Madras  and  several  other  cities,  have  Stock  Exchanges 
dealing  in  Indian  Government  bonds,  guaranteed  railway  bonds,  and  stocks  of 
cotton,  jute  and  paper  mills. 

CANADA. — (See  Canadian  Sub-section.) 

CEYLON, — The  registration  of  powers  of  attorney  granted  to  man- 
agers and  agents  is  permitted,  but  not  enforced.  Laws  similar  to 
the  British  laws,  and  similar  regulations,  apply  to  all  domestic 
and  foreign  partnerships  and  corporations. 

GOLD  COAST  (British).— Partnerships  and  sole  traders  using 
other  business  names,  and  agents  with  powers  of  attorney,  must 
register  and  notify  any  changes. 

British  corporation  laws  apply  to  domestic  and  foreign  com- 
panies. 

JAMAICA. — A  declaration  must  be  made  to  the  Stamp  Commis- 
sioner of  the  names  and  addresses  of  all  the  partners  in  limited 
partnerships,  the  capital  contributed,  the  places  at  which  business 


AMERICAN    FIRMS— BRITISH    COLONIES     637 

is  to  be  carried  on,  etc.  Regulations  respecting  domestic  and  for- 
eign corporations  are  the  same  as  under  British  laws. 

MALTA,  MAURITIUS  AND  THE  SEYCHELLES.— Registra- 
tion is  required  for  all  partnerships,  limited  partnerships  and  cor- 
porations (domestic  and  foreign),  and  for  all  changes. 

The  commercial  law,  including  partnership  and  corporation  law, 
is  based  on  the  French  laws,  these  islands  having  previously  been 
French  colonies.  Although  now  British  territorities,  the  former 
laws  have  not  been  changed. 

NEW  ZEALAND.— (See  Australasian  Sub-section.) 

NORTHERN  NIGERIA.— No  registration  is  required  of  foreign 
firms  or  corporations.  The  registration  of  powers  of  attorney  is 
usual  but  not  compulsory.     British  laws  apply. 

PALESTINE.— As  from  March,  1921,  Great  Britain  has  been  given 
a  mandate  to  govern  the  territory  of  Palestine,  which  was  formerly 
a  part  of  the   Turkish   Empire. 

The  terms  of  the  mandate  given  by  the  Council  of  the  League 
of  Nations  are  as  follow: 

Palestine  is  to  be  treated  as  a  Jewish  State,  but  there  is  to  be  no 
discrimination  against  nationals  of  any  country;  trade  is  to  be  open 
to  all  nations  on  equal  terms. 

The  official  languages  are  to  be  English,  Arabic  and  Hebrew. 
The  British  governing  authorities  are  to  have  power  to  control  any 
concessions  to  be  granted  by  the  State  to  foreigners.  Great  Britain 
is  to  make  Palestine  a  national  home  for  all  Jewish  peoples,  while 
allowing  equal  rights  to  non-Jews.  The  State  is  to  have  the  widest 
measure  of  self-government  consistent  with  present  conditions. 
Until  a  Jewish  government  is  formed,  it  is  understood  that  Ameri- 
cans have  the  same  trading  rights  as  in  Great  Britain. 

The   commercial   laws  will  probably  be  based  on   British  laws. 

UNION  OF  SOUTH  AFRICA.— (See  South  African  Sub-section.) 

WINDWARD  ISLANDS.— In  Grenada  and  St.  Vincent,  registra- 
tion is  not  required.  In  St.  Lucia,  partnerships  must  be  registered; 
also  all  changes.     British  Laws  apply. 

NO  REGISTRATION  REQUIRED. 

In  the  following  Colonies,  American  and  foreign  traders,  firms, 
and  corporations  are  not  required  to  register  before  commencing 
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business  there:     Dominica,  East  Africa,  Fiji,  Gambia,  Hong  Kong, 
Leeward  Islands,  Southern  Rhodesia,  and  the  Uganda  Protectorate. 

REGULATIONS  SAME  AS  IN  GREAT  BRITAIN. 

For  the  Falkland  Islands,  Straits  Settlement  and  Labuan,  the 
laws  and  regulations  respecting  domestic  and  foreign  traders, 
partnerships,  and  corporations  are  the  same  as  are  in  force  in 
Great  Britain.  These  are  stated  in  detail  in  the  earlier  pages  of 
the   British   Section. 
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AUSTRALIA 

BUSINESS  CORPORATION  LAW, 
STOCK  EXCHANGE  PRACTICE  ETC. 

CORPORATION  AND  PARTNERSHIP  LAWS.— The  Common- 
wealth of  Australia  consists  of  six  states,  namely,  Victoria,  South 
Australia.  New  South  Wales,  Queensland,  Western  Australia  and 
Tasmania. 

Each  of  these  states  has  its  own  legislature,  which  has  power 
to  make  laws  respecting  business  corporations,  partnerships,  and 
commerce  generally.  There  is  no  Federal  corporation  or  partner- 
ship law.  but  all  the  states  have  adopted  the  British  laws,  with  very 
slight  changes.  The  chief  difference  is  that  the  latest  and  most 
severe  of  the  British  regulations  against  fraud  by  promoters  or  di- 
rectors, have  not  yet  been  adopted  in  Australia.  For  all  practical 
purposes,  it  may  be  considered  that  the  British  Companies'  Acts 
and  partnership  and  limited  partnership  laws,  apply  throughout  the 
Commonwealth. 

The  population  is  almost  entirely  of  British  origin.  The  Govern- 
ment is  democratic. 

INCOME  TAXES. — Each  state  imposes  its  own  state  income  ta.x, 
which  is  in  addition  to  the  Federal  income  tax — see  later  paragraph. 
STOCK  EXCHANGES.— Each  state  has  one  or  more  stock  ex- 
changes, the  most  important  of  which  are:  Sj'dney,  Melbourne, 
Adelaide,  Hobart,  Brisbane,  Perth,  Charters  Towers.  Ballarat  and 
Bendigo.  The  securities  traded  are  those  of  Australian  manufac- 
turing, trading,  agricultural,  shipping  and  mining  companies,  also 
the  stocks  and  bonds  of  Australian  enterprises  incorporated  as 
British  companies. 

There  are  no  jobbers;  the  dealings  are  made  lietwcen  the  brokers 
for   the   buyers  and   the   sellers. 

The  brokers  usually  meet  three  times  daily.  The  list  is  read 
and  dealings  are  made  on  each  security  in  turn,  the  buyers  stating 
what  they  are  willing  to  pay.  and  the  sellers  saying  what  they  are 
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prepared  to  accept.  Daily  settlements  are  the  rule.  For  "time  bar- 
gains," 12  hours  is  allowed  for  delivery  and  payment.  Listed  se- 
curities only  are  traded  on  the  stock  exchanges,  the  lots  being  of 
100  shares  or  amounts  of  ilOO  or  more.  There  are  also  unofficial 
markets  in  unlisted  securities.  The  usual  commission  is  1%,  but 
for  low-priced  mining  shares  commission  is  charged  per  share.  The 
American  form  of  transfer,  printed  on  the  back  of  the  certificate, 
is  used.  Australian  companies  are  generally  limited  liability  com- 
panies. The  organization  and  management  of  the  Australian  stock 
exchanges  are  similar  to  those  of  the  London  Stock  Exchange. 
Seats  in  the  Sydney  Stock  Exchange  have  a  transfer  value  of  £1,000, 
($5,000);  10%  of  the  transfer  price  is  payable  to  the  Stock  Exchange 
funds. 

AUSTRALIAN  FEDERAL  INCOME  TAX.— The  tax  on  individ- 
uals is  charged  at  a  lower  rate  for  income  from  personal  exertion. 
Allowances  are  made  to  married  men  and  those  having  dependents 
or  children.  The  rates  of  taxation  are  graded  from  5%  to  30%, 
beginning  from  £100,  ($500). 

A  tax  on  corporation  profits  distributed  as  dividends  or  bond 
interest  is  8d.  in  the  I  (3^%);  on  profits  not  distributed  2s.  6d. 
in  the  i  (12^%)  is  charged.  There  is  also  a  war  profits  tax  of  75% 
on  the  excess  profits.  The  separate  states  also  impose  state  taxes 
on  the  incomes  of  individuals  and  the  profits  of  corporations. 

Foreign   firms    selling   through   agents   are    charged   income    tax   on   estimated 
profits  of  5%  on  selling  price.     The  tax  of  7^^%   on  such  profits. 

FEDERAL  STAMP  TAXES. — Agreements  under  hand,  2s.  6d. 
(60c.).  Cheques,  bills  of  exchange  and  promissory  notes,  payable 
on  demand,  Id.  (2c.);  payable  otherwise  than  on  demand.  Is.  for 
every  £50,  (25c.  per  $250).  Conveyance,  or  transfer,  or  sale  of 
property,  (except  mining  scrip),  5s.  for  every  £25  of  the  considera- 
tion, (1%).  Deeds,  10s.  ($2.50).  Mortgages,  Is.  3d.  for  every  £50 
or  fraction  up  to  £300,  (30c.  per  $250) ;  above  £300,  2s.  6d.  per  £100 
or  fraction,  (}/%  of  1%);  Mortgages  of  collateral  securities,  6d.  per 
£100,  (12c.  per  $500).  Power  of  attorney,  £1,  ($5).  Receipts  are 
taxed  at  the  rate  of  3d.  per  £100,  under  £100  being  sub-divided. 

COSTS    OF   REGISTRATION   OF   AMERICAN   AND 
FOREIGN  COMPANIES  CARRYING  ON  BUSI- 
NESS IN  THE  AUSTRALIAN  STATES 

Foreign  sole  traders  are  not  usually  required  to  be  registered, 
nor  partnerships,  unless  they  are  limited  partnerships. 
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VICTORIA  (Chief  City,  Melbourne).— Certified  copies  of  the  fol- 
lowing documents  are  to  be  delivered  to  the  Registrar  General  at 
Melbourne:  (a)  charter  and  by-laws,  or  memorandum  and  articles; 
(b)  list  of  directors  and  managers;  (c)  sworn  statement  of  appoint- 
ment of  agent,  stating  the  name  of  the  company,  address  of  head 
office,  where  incorporated,  and  name  and  address  of  agent.  Cer- 
tificate of  registration  is  issued  after  delivery  of  these  documents, 
and  on  payment  of  the  total  fees  amounting  to  £2.17s.  Od.   ($14.25). 

SOUTH  AUSTRALIA  (Chief  City,  Adelaide).— Foreign  corpora- 
tions must  file  the  following  certified  documents  with  the  registrar 
of  companies  at  Adelaide:  (a)  the  original  of  the  power  of  at- 
torney appointing  an  agent  of  the  company  in  South  Australia,  with 
a  certificate  of  its  execution  by  the  company;  (b)  sworn  declaration, 
by  a  director  or  by  the  general  manager  or  secretary  of  the  com- 
pany, that  it  has  been  duly  incorporated,  stating  where  or,  if  the 
firm  is  not  a  corporation,  a  statement  that  it  is  a  legally  constituted 
firm  in  its  native  country;  (c)  the  address  of  the  registered  office 
of  the  company  in  South  Australia.  Total  filing  fees — i3.15s.  Od. 
($18.75).     (Note:     British  corporations  are  not  required  to  register.) 

NEW  SOUTH  WALES  (Chief  City,  Sydney).— Registration  must 
be  made  before  commencing  business  in  the  State.  The  following 
documents  are  to  be  filed  with  the  Registrar  General,  Sydney: 
(a)  statutory  declaration  by  the  agent  that  he  has  been  duly  ap- 
pointed agent  of  the  foreign  company,  giving  the  address  of  the 
head  office  of  the  company  and  its  branch  office  in  New  South 
Wales;  (b)  certified  copy  of  the  charter  and  by-laws,  or  the  memo- 
randum of  association  and  the  articles;  (c)  certified  copy  of  the 
balance  sheet  of  the  company,  dated  not  more  than  12  months 
previously.    The  total  fees  for  filing  and  registration  are  30s.  ($7.50). 

Within. three  months  after  each  annual  general  meeting  of  the 
company  the  following  particulars  must  be  filed  with  the  Registrar- 
General,  at  Sydney:  (1)  copy  of  the  last  balance  sheet;  (2)  list  of 
shareholders  (stockholders);  (3)  number  of  shares  held  by  each 
shareholder;  (4)  total  sliares  subscribed;  (5)  calls  or  assessments 
made;  (6)  amounts  received  on  such  calls;  (7)  calls  unpaid;  (8) 
shares  forfeited;  (9)  particulars  of  mortgage  bonds  or  debentures 
issued,  and  of  all  other  charges  on  the  property  of  the  company. 

The  cost  of  incorporation  of  a  domestic  company  in  the  state 
would  be  as  follows:  Fixed  fees,  15s.;  registration  fees,  £5  for  the 
first  i5,000  and  5s.  per  £1,000  additional  up  to  £100,000;  then  Is.  per 
£1,000;  maximum  fee  £50  ($250).     State  income  tax,   Is.  in  the  £1 
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(5%)  on  the  profits  of  corporations;  super-tax,  3d.  in  the  £1  (1^%). 

Foreign  corporations  are  subject  to  the  same  regulations,  and 
pay  practically  the  same  fees  and  expenses  as  domestic  corporations. 
Taxation  on  both  classes  is  the  same  except  that  the  foreign  cor- 
poration pays  only  on  the  profits  made  on  its  business  transacted 
in  the  State. 

For  1921,  the  state  income  tax  on  profits  of  companies  has  been 
raised  from  Is.  to  2s.  in  the  il;  death  duties  and  stamp  duties  have 
also  been  increased. 

QUEENSLAND  (Chief  City,  Brisbane).— Registration  must  be 
made  before  commencing  business  in  the  state.  The  following  docu- 
ments must  be  filed  with  the  Under-Secretary  and  Principal  Regis- 
trar at  Brisbane;  (a)  copy  of  the  certificate  of  incorporation,  certi- 
fied by  the  officer  issuing  it  in  the  country  where  incorporated;  (b) 
certified  copy  of  the  memorandum  of  association  and  articles,  or 
the  charter  of  incorporation  and  by-laws;  (c)  any  other  documents 
required  by  the  Registrar.  The  total  filing  fees  are  the  same  as 
for  the  incorporation  of  a  Queensland  company,  namely,  total  capi- 
tal not  exceeding  £2,000,  fee  £2;  £1  for  each  additional  £1,000  up  to 
£5,000;  5s.  per  £1,000  extra  up  to  £100,000. 

A  certificate  of  registration  is  issued  after  the  required  docu- 
ments have  been  filed  by  the  foreign  company.  Every  registered 
foreign  company  must  have  a  registered  office  in  the  state,  and 
must  file  notice  of  its  address.  A  state  income  tax  is  levied  on  in- 
dividuals and  corporations;  the  rate  of  exemption  for  individuals 
was  raised  in  1921  from  £200  to  £300. 

WESTERN  AUSTRALIA  (Chief  City,  Perth).— Foreign  corpora- 
tions must  file  with  the  Registrar  of  Companies,  at  the  Supreme 
Court,  Perth,  the  same  documents  as  are  required  for  South  Aus- 
tralia. The  Registrar  must  approve  of  the  situation  of  the  registered 
office  of  the  corporation  in  the  state.  The  following  is  a  list  of  the 
documents  to  be  filed  and  of  the  stamp  duties  and  fees  payable: 
(a)  power  of  attorney  appointing  an  agent  in  the  state,  fee  5s., 
stamp  duty  £1;  (b)  declaration  by  the  corporation,  notarial  fee 
2s.  6d.,  filing  fee  5s.,  stamp  Is.;  (c)  filing  copy  of  certificate  of  in- 
corporation, 5s.;  (d)  notice  of  situation  of  registered  office,  5s.;  (e) 
substitutionary  power  of  attorney,  fee  5s.,  stamp  £1;  (f)  declaration, 
fee  5s.,  stamp  Is.;  (g)  filing  papers  and  gazette,  5s.;  (h)  advertising- 
notice  of  registered  office  in  three  issues  of  government  Gazette, 
15s.;  (i)  similar  advertisements  in  a  newspaper,  5s.  Total  fees  and 
stamp  duties  £4.19s.  6d.  ($20). 
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The  state  income  tax  has  been  increased  for  the  year  1921. 

TASMANIA  (Chief  City,  Hobart).— Foreign  corporations  must 
register  before  commencing  business  in  the  state.  The  stamp  duty 
on  the  registration  of  foreign  corporations  is  at  the  rate  of  Id.  per 
i\  of  the  capital  to  be  used  in  Tasmania,  (2c.  per  $5),  minimum  fee 
i50,   ($250.) 

The  following  documents  are  to  be  filed  with  the  Registrar  of 
the  Supreme  Court  at  Hobart:  (a)  copy  of  the  charter  or  certifi- 
cate of  incorporation,  certified  by  the  official  issuing  it  in  the  place 
of  incorporation;  (b)  certified  copy  of  the  memorandum  of  associa- 
tion and  articles,  (articles  of  incorporation  and  by-laws);  (c)  copy 
of  the  power  of  attorney  appointing  a  resident  agent,  certified  by 
a  notary;  (d)  name,  address  and  occupation  of  the  agent  appointed 
to  carry  on  the  business  of  the  corporation  in  Tasmania;  (e)  situa- 
tion of  the  registered  office  of  the  corporation  in  the  state;  (f) 
statutory  declaration  of  the  address  of  the  registered  office,  made  by 
the  agent  appointed.  Notices  of  all  changes  must  be  filed  within 
one  calendar  month. 

NEW  ZEALAND 

Similar  laws  and  regulations  to  the  British  laws  respecting 
partnerships  and  companies  have  been  adopted  by  the  State. 

The  regulations  as  to  registration  of  foreign  corporations  are 
practically  the  same  as  for  the  Australian  states.  Ordinary  and 
limited  partnerships  must  also  be  registered  if  they  have  a  place  of 
business  in  the  State,  or  an  exclusive  agent. 

Foreign  firms  selling  through  agents  are  charged  income  tax  on 
estimated  profits  of  5%  of  their  sales.  The  tax  on  such  profits  is 
5%  for  corporations  and  2^%  for  individuals.  The  tax  is  charged 
to  the  agents.     Direct  sales  from  abroad  are  not  taxed. 

New  Zealand  Stock  Exchanges  are  described  in  later  pages. 
(See  index.) 

PAPUA 

British  laws  apply.  Foreign  corporations  carrying  on  business 
there  must  also  register  details  of  their  constitution,  capital,  etc. 
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CANADA 

BUSINESS     CORPORATION     LAWS, 
STOCK  EXCHANGE  PRACTICE,  ETC. 

The  Dominion  of  Canada  is  composed  of  eight  provinces, 
each  having  its  own  provincial  legislature,  and  returning  members 
to  the  Dominion   (Federal)  House  of  Commons  at  Ottawa. 

The  separate  provinces  (with  their  respective  capitals)  are: 

Alberta    Edmonton        Ontario    Toronto 

British    Columbia Victoria  Prince  Edward  Island, 

Manitoba    Winnipeg  Charlottetown 

New   Brunswick. ..  .Fredericton         Quebec     Quebec 

Nova  Scotia Halifax        Saskatchewan     Regina 

Newfoundland  has  not  yet  joined  the  other  provinces  in  the 
Federation. 

PARTNERSHIP  AND  CORPORATION  LAWS.— The  Dominion 

has  the  right  to  make  its  own  laws  respecting  commerce,  but  the 
trade  relations  between  the  United  Kingdom  and  Canada  are  so 
close  that  Canada  has  found  it  convenient  to  adopt  the  British 
laws  regarding  partnerships,  business  corporations,  bills  of  ex- 
change and  other  matters. 

The  Canadian  laws  on  the  subjects  named  above  are  almost 
identical  with  those  of  Great  Britain,  which  are  explained  fully  in 
the  British  Section  of  this  book.  The  procedure  of  incorporation 
is  also  the  same.  These  laws  are  in  general  force  throughout  the 
Dominion.  All  laws  and  public  notices  are  printed  in  English  and 
French.  Members  of  the  Dominion  Parjiament  may  use  either  lan- 
guage in  debates. 

About  one-third  of  the  population  speaks  French;  two-thirds 
speak   English. 

Corporations  may  be  formed  either  under  the  Dominion  (Fed- 
eral) laws  or  under  the  Provincial  (State)  laws.  Corporations  not 
incorporated  under  the  laws  of  the  Dominion  of  Canada,  or  under 
the  laws  of  the  Canadian  provinces,  are  called  "extra-provincial 
companies"    (foreign  corporations). 


AMERICAN     FIRMS— CANADA  645 

The  fees  payable  on  the  incorporation  of  companies  vary  in  the 
different  provinces;  they  are  here  stated  under  the  headings  of  the 
separate  provinces.  It  is  advisable  for  American  and  foreign  com- 
panies to  incorporate  their  Canadian  branches  under  Canadian  laws. 
There  are  no  restrictions  as  to  the  stocks  and  bonds  being  held 
by   non-Canadians. 

The  provincial  legislatures  have  special  laws  for  the  regulation 
and  taxation  of  marine,  life  and  fire  insurance  companies,  shipping, 
railroad,  street  railway,  express,  telegraph  and  telephone  companies, 
trust  companies,  banks,  investment  companies,  and  public  service 
companies  for  supplying  gas,  electricity  and  water,  etc.  Copies  of 
the  acts  relating  to  these  latter  companies  may  be  obtained  from  the 
Secretaries  of  State  of  the  various  provinces.  Space  will  not  permit 
of  the  regulations  respecting  them  being  given  in  this  book;  the 
information  here  given  is  restricted  to  ordinary  business  corpora- 
tions. Trading  and  manufacturing  companies  are  exempt  from  the 
special  regulations  and  taxes  named  above. 

DOMINION  (FEDERAL)  CORPORATION  LAW.— A  corpora- 
tion may  be  formed  under  the  Dominion  Parliament  laws  for  any 
ordinary  business  undertaking  except  the  working  or  construction 
of  railways,  or  for  forming  trust  or  loan  companies,  oil  wells  and 
land  companies.  (The  excepted  businesses  must  be  incorporated 
under  the  laws  of  the  provinces  where  the  business  is  to  be  carried 
on.) 

Notice  of  the  incorporation  of  a  company  under  the  Dominion 
laws  is  published  in  the  "Canada  Gazette."  Before  commencing 
business  at  least  10%  of  the  total  authorized  capital  must  be  sub- 
scribed and  paid  in. 

Companies  may  also  be  incorporated  under  the  laws  of  the  sep- 
arate provinces. 

COST  OF  INCORPORATION  OR  REGISTRATION,  DOMES- 
TIC AND  FOREIGN  COMPANIES.— The  fees  payable  on  regis- 
tration under  the  Dominion  Parliament  laws  are  as  follow:  for  not 
exceeding  $50,000  of  authorized  capital,  $100;  over  $50,000  and  not 
over  $200,000,  $100;  and  an  additional  $1  per  $1,000  or  fraction  in 
excess  of  the  $50,000;  over  $200,000  and  not  over  $500,000,  $250  and 
50c.  per  $1,000  or  fraction  in  excess  of  the  $200,000:  over  $500,000 
the  fee  is  $400,  plus  20c.  per  $1,000  or  fraction  in  excess  of  $500,000. 
Fees  for  change  of  name  of  the  company,  $50;  any  other  changes 
(except  capital),  $100. 
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ANNUAL  RETURNS. — Every  business  company  incorporated 
under  the  Dominion  laws  must  make  a  return  to  the  Secretary  of 
State,  on  or  before  June  1st  of  each  year,  showing  the  financial 
position  of  the  company  and  its  trade  results  up  to  March  31st  of 
the  same  year.  The  return  must  be  sworn  correct  by  at  least  two  of 
the  executive  officers  of  the  company,  and  must  be  in  duplicate. 
The  following  fees  are  payable  on  the  filing  of  the  return.  Capital 
stock  not  exceeding  $200,000,  fee  $5;  not  exceeding  $500,000,  $10; 
not  exceeding  $1,000,000,  $25;  for  each  further  million  dollars,  $1 
additional;  maximum  additional  fee,  $50.  Certificate  of  registration 
of  any  return  or  document,  $1.50. 

An  annual  audit  by  public  accountants  is  compulsory  for  all 
corporations  formed  under  Canadian  laws;  accounts  prepared  by 
qualified  auditors  are  accepted  without  question  by  the  tax  officials, 

DOMINION  TAXES  ON  TRANSFERS  OF  SHARES  AND 
BONDS. — There  are  no  taxes  on  the  original  issues  of  shares  or 
bonds,  nor  on  bought  or  sold  notes  of  stockbrokers.  There  is  a 
Dominion  tax  of  2c,  per  share,  and  2c.  per  $100,  or  fraction,  of  the 
par  value  of  bonds,  payable  (by  the  seller)  on  all  sales  and  trans- 
fers. The  Provinces  of  Ontario  and  Quebec  also  charge  a  provincial 
tax  on  transfers  of  shares  and  bonds. 

DOMINION  TAX  ON  BILLS  OF  EXCHANGE.— From  July  1st. 
1920,  all  promissory  notes  and  bills  cf  exchange  payable  at  future 
dates  pay  a  tax  of  2c.  per  $100  or  fraction.  As  an  exception,  bills  of 
exchange  payable  at  sight,  or  not  more  than  three  days  after  sight, 
pay  only  2c.,  whatever  their  amount.  This  tax  is  only  charged  when 
the  notes  or  bills  are  negotiated  through  banks  or  brokers.  Bills 
used  between  merchants  and  dealers  are  not  taxed,  provided  they 
are  not  discounted  or  collected  by  a  banker.  Overdrafts  and 
monthly  bank  statements  are  taxed  at  the  same  rate. 


DOMINION  (FEDERAL)  INCOME  TAX  AND 
SUR-TAX 

INCOME  TAX 

INDIVIDUALS.—Incomc  tax  is  payable  on  the  basis  of  the  total 
income  from  all  sources  of:  (a)  residents  in  Canada,  and  of  (b) 
persons  who   have  been  living  there  continuously  for   183  days  or 
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more  in  one  year;  (c)  persons  working  in  Canada,  or  (d)  receiving 
from  Canadian  sources  any  remuneration  for  services  rendered  to 
Canadian  persons  or  firms. 

The  rate  of  tax  for  individuals  was  4%  for  the  income  of  the 
year  1918.  The  income  received  or  accrued  during  the  year  1919 
has  been  increased  by  5%  of  the  amount  of  the  tax  on  taxable 
income  of  $5,000  or  more.  For  example,  if  the  tax  payable  under 
the  1918  rate  was  $7,000,  then  the  tax  for  the  income  of  1919  would 
be  $7,000,  plus  5%,  making  $7,350. 

Exemption  is  allowed  of  the  first  $1,000  for  unmarried  persons 
who  are  not  supporting  dependent  relatives.  Married  persons  re- 
ceive an  exemption  of  $2,000.  Married  or  unmarried  persons  re- 
ceive a  further  exemption  of  $200  for  each  dependent  brother,  sister 
or  parent  whom  they  support.  Widows  and  widowers  and  married 
taxpayers  receive  an  exemption  of  $200  for  each  child  under  18 
years  of  age,  dependent  on  them.  All  the  exemptions  named  are 
allowrcd  only  if  the  total  income  does  not  exceed  $6,000.  For  in- 
comes over  $6,000  the  normal  income  tax  is  8%,  plus  5%  of  the 
amount  of  the  tax. 

SUR-TAX 

(Individuals  Only) 

Every  person  receiving  over  $5,000  during  the  year  1920  is  liabl^' 
to  pay  sur-tax,  which  is  payable  on  the  whole  income  without  any 
allowance  for  dependent  children  or  relatives.  The  first  $1,000  for 
unmarried  persons  and  $2,000  for  married  persons  may  be  deducted 
before  arriving  at  the  total  income  assessable  for  sur-tax.  The  rate 
of  sur-tax  has  been  increased  by  5%  of  the  tax  payable  on  income 
for  the  years  1920  and  1921.  On  taxable  incomes  of  $5,000  or  more, 
the  1919  rate  was  1%  on  the  first  $1,000  or  fraction  of  the  income 
over  $5,000,  but  under  $6,000.  The  tax  rises  1%  for  each  $2,000  or 
fraction  above  $6,000.  On  $100,000  the  sur-tax  is  48%;  between 
$100,000  and  $150,000,  52%;  between  $150,000  and  $200,000,  56%;  be- 
tween $200,000  and  $300,000^  60%;  between  $300,000  and  $500,000, 
63%;  between  $500,000  and  $1,000,000,  64%;;  on  incomes  over  $1,- 
000,000,  75%.  The  taxpayer  is  allowed  to  charge  against  his  per- 
sonal income  the  amounts  paid  for  Special  War  Revenue  tax  and 
Business  War  Profits  tax.  Stock  dividends  are  considered  to  be 
profits  or  income  of  the  year  when  declared.  Dividends  declared  or 
income  accrued  during  the  year  must  be  treated  as  income  for  that 
year. 
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DOMINION  NORMAL  INCOME  TAX  (CORPORATIONS).— 

The  tax  on  the  profits  of  the  year  1919  was  10%  on  all  profits 
over  $2,000.  This  tax  has  been  increased  by  5%  of  the  amount  of 
the  tax,  for  the  trading  year  1920,  on  taxable  incomes  of  $5,000  or 
more. 

RETURNS. — Persons  liable  to  normal  income  tax  or  sur-tax  must 
make  returns  to  the  tax  authorities  on  or  before  April  30th  of  each 
year.  The  return  is  examined  and  assessment  notes  are  then  mailed 
to  the  taxpayer  by  October  31st.  The  tax  may  be  paid  by  instal- 
ments, of  which  25%  is  due  on  or  before  November  30th;  the  re- 
mainder may  be  paid  in  quarters  at  intervals  of  two  months  from 
November  30th.  A  fine  of  5%  and  interest  of  1%  per  month  is 
imposed  on  taxes  in  arrear. 

TAX  COLLECTION.— The  tax  is  to  be  deducted  by  any  person 
or  bank  or  firm  which  pays  the  income  to  the  taxpayer.  Dividends 
and  interest  received  from  persons  or  corporations  in  Canada  is  not 
again  taxable  as  income  of  the  receiver. 

No  exemptions  or  abatements  are  allowed  to  residents  or  non- 
residents unless  they  are  claimed.  Over-paid  or  wrongly  deducted 
taxes  are  repayable  on  proof  being  given.  A  taxpayer  or  corpora- 
tion dissatisfied  with  an  assessment  may  appeal  to  the  Board  of 
Inland  Revenue,  and,  if  unsuccessful,  may  further  appeal  to  the  Ex- 
chequer Court.  Losses  unconnected  with  any  business  carried  on 
by  the  taxpayer  are  not  allowed  as  deductions.  Partners  are  as- 
sessed as  individuals.  Personal  service  corporations  are  treated  as 
partnerships.  Reasonable  allowances  may  be  charged  for  deprecia- 
tfon,  etc. 

Income  tax  paid  in  Great  Britain  or  in  any  of  the  British  self- 
governing  Dominions  may  be  charged  against  income.  Dividends, 
interest,  or  profits  received  from  the  U.  S.  A.,  on  which  U.  S.  income 
tax  has  been  charged,  are  exempt  from  the  Canadian  income  tax. 

DOMINION  BUSINESS  PROFITS  WAR  TAX.— This  tax  Is 
payable  by  every  company  with  an  authorized  capital  stock  of 
$25,000  or  over.  Profits  not  exceeding  10%  per  annum  on  the 
capital  are  allowed  free  of  tax. 

Profits  over  10%,  but  not  exceeding  15%  on  capital,  pay  20%  tax 
Profits  over  15%,  but  not  exceeding  20%  on  capital,  pay  30%  tax 
Profits  over  20%,  but  not  exceeding  30%  on  capital,  pay  50%  tax 
Profits  over  30-%  '  on  capital,  pay  60%  tax 
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Companies  with  capital  of  $25,000  or  over  but  under  $50,000,  must 
pay  a  tax  of  20%  of  the  profits  for  the  j^ear  1920,  which  exceed  \0% 
per  annum  on  the  capital. 

There  is  a  municipal  tax  on  real  estate.  Land  not  used  in  the 
operation  of  a  business  corporation  must  not  be  held  more  than 
seven  years. 

ALBERTA 

There  are  no  provincial  taxes  on  the  original  issues  of  shares  or 
bonds  or  debentures,  nor  on  their  sales  or  transfers,  or  the  bought 
and  sold  notes  of  stockbrokers. 

American  and  foreign  firms  and  corporations  must  be  registered 
or  licensed  before  commencing  business  in  the  province.  The  fees 
payable  on  registration  are  the  same  as  for  the  incorporation  of  a 
domestic  company.  There  are  no  additional  taxes  on  American  and 
foreign  companies,  but  they  pay  the  same  municipal  and  other  taxes 
as  domestic  companies. 

Three  or  more  incorporators  are  required  for  the  incorporation 
of  a  company.  Every  corporation  carrying  on  business  in  the 
province  must  be  registered. 

Alberta  has  a  Blue  Sky  Law  called  the  "Sale  of  Shares  Act," 
passed  April  19,  1916. 

COST  OF  INCORPORATION  OR  REGISTRATION;  DOMES- 
TIC AND  FOREIGN. — For  companies  having  a  total  share  capital 
not  exceeding  $20,000.  fee  $50;  $5  additional  for  every  $5,000  or  frac- 
tion between  $20,000  and  $100,000,  and  $3  for  each  $5,000  in  excess 
of  $100,000.  If  the  capital  is  not  divided  into  shares,  and  the  mem- 
bers of  the  company  do  not  exceed  ten,  the  registration  fee  is  $50; 
over  ten  members  but  not  exceeding  100  members,  $80,  and  a  further 
$5  for  every  additional  50  members.    Maximum  fee,  $200. 

BRITISH  COLUMBIA 

COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

The  number  of  persons  required  for  incorporation  is  five  for  a  pub- 
lic company,  or  two  for  a  private  company.  The  limited  liability 
of  stockholders  is  obtained  bj^  stating  this  in  the  memorandum  of 
association. 

The  fees  payable  on  incorporation  are:  Total  authorized  capital 
stock  not  over  $10,000,  fee  $25;  for  each  $5,000  extra  between  $10,- 
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000  and  $25,000,  $5;  for  each  $5,000  extra,  between  $25,000  and  $500,- 
000,  $2.50;  for  each  $5,000  over  $500,000,  $1.25. 

FOREIGN    CORPORATIONS— REGISTRATION    FEES.— The 

same  rates  are  charged  as  for  the  incorporation  of  a  domestic  com- 
pany, but  if  the  foreign  company  has  an  authorized  capital  exceed- 
ing $450,000,  and  if  at  least  half  of  the  subscribed  capital  is  used  or 
invested  outside  the  province,  then  the  total  fee  payable  is  $250. 

PARTNERSHIPS.— All  general  partnerships  must  be  registered  at 
the  County  Court  of  each  district  where  the  business  is  carried  on. 
Limited  partnerships  may  be  formed;  the  regulations  are  the  same 
as  under  the  British  Law  of  limited  partnerships. 

PROVINCIAL  INCOME  TAX.— Individuals  are  taxed;  also  banks 
and  trust  companies,  life  and  fire  insurance  companies,  guarantee 
and  loan  companies,  telephone,  telegraph,  express,  gas,  water,  elec- 
tric light  and  power,  and  street  railway  companies.  Trading  and 
manufacturing  companies  are  exempt. 

FOREIGN  FIRMS  AND  CORPORATIONS.— These  have  the 
same  liberty  of  trading  as  domestic  firms,  but  they  must  be  regis- 
tered before  commencing  business  in  the  province.  The  following 
documents  must  be  filed  with  the  Registrar  of  Joint  Stock  Com- 
panies: (a)  certified  copy  of  the  charter  and  by-laws  of  the  com- 
pany, in  English,  with  evidence  of  authority  to  carry  on  business 
in  the  province;  (b)  an  affidavit  that  the  company  legally  exists; 
(c)  power  of  attorney  appointing  local  agent;  (d)  addresses  of  head 
office  inside  and  outside  of  the  province;  (e)  capital  authorized  and 
number  of  shares.  Registration  fees  are  the  same  as  for  the  incor- 
poration of  a  domestic  company, 

MANITOBA 

COST  OF  INCORPORATION— DOMESTIC  AND  FOREIGN.— 

The  limited  liability  of  stockholders  is  obtained  by  mention  of  this 
in  the  memorandum  of  association  of  the  company.  The  costs  of 
incorporation  are:  total  authorized  capital  not  exceeding  $5,000, 
fee  $15;  $20,000,  fee  $40;  $40,000,  $60;  $60,000,  $75;  $80,000.  $90; 
$100,000,  fee  $100;  $10  extra  per  $25,000  up  to  $200,000;  not  exceed- 
ing $300,000,  $150;  $10  extra  for  each  $100,000i  up  to  $500,000;  not 
exceeding  $1,000,000,  fee  $200;  $20  for  each  additional  $100,000  or 
fraction. 

Recording,  $5  per  folic  over  ten  folios. 
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Cost  of  notice  of  incorporation  to  be  published  in  the  "Manitoba 
Gazette,"  about  $25.  Notice  of  changes,  other  than  increase  of 
capital,  fee  $15  and  $5  per  folio  over  five  folios. 

FOREIGN  CORPORATIONS.— Before  commencing  business  a 
foreign  corporation  must  register  and  obtain  a  license  to  trade.  The 
cost  is  the  same  as  for  the  incorporation  of  a  domestic  company. 
Sole  traders  need  not  register.  Partnerships  and  limited  partner- 
ships must  register  in  the  same  way  as  domestic  firms. 

There  is  special  taxation  of  banks,  trust  companies,  insurance 
companies,  public  service  companies,  shipping,  mercantile  and  stock- 
brokers.    They  are  also  required  to  make  annual  returns. 

NEW  BRUNSWICK 

Business  corporations  may  be  formed  by  three  or  more  persons, 
under  the  Companies  Act  of  1916,  with  or  without  limited  liability 
of   stockholders. 

COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

The  incorporators  must  be  five  or  more.  The  fees  payable  on  in- 
corporation are  as  follows:  Total  authorized  capital  stock  not  ex- 
ceeding $5,000,  fee  $40;  $10,000,  $50;  $25,000,  $65;  $50,000,  $80;  $100,- 
OOO.  $100;  $200,000,  $150;  $300,000,  $200;  $500,000,  $250;  $1,000,000, 
.$300;  for  each  additional  $500,000  or  fraction,  $60. 

PARTNERSHIPS.— Ordinary  partnerships  must  register  the  firm 
name  and  the  names  and  addresses  of  all  the  partners.  These  de- 
tails must  be  published  for  two  consecutive  weeks  in  the  "Royal 
Gazette."  All  changes  must  be  notified  within  thirty  days  and  ad- 
vertised in  the  same  way.  Limited  partnerships  must  also  register. 
The  essential  details  are  advertised  weekly  for  three  months  in  a 
local  newspaper. 

FOREIGN  FIRMS  AND  CORPORATIONS.— Foreign  partner- 
ships must  register  in  the  same  way  as  domestic  partnerships. 
American  and  foreign  corporations  may  register  their  New  Bruns- 
wick branches  as  provincial  corporations  on  paying  the  same  fees 
as  for  the  incorporation  of  a  domestic  corporation,  and  on  filing 
certified  copies  of  their  articles  and  by-laws. 

NOVA  SCOTIA 

PARTNERSHIPS — All  partnerships  carrying  on  busmess  in  the 
province  must  register.    This  applies  equally  to  domestic  or  foreign 
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corporations,  and  to  ordinary  or  limited  partnerships.  Details  of 
the  firm  name,  and  the  names  and  addresses  of  the  different  classes 
of  partners  must  be  filed.  Summaries  are  published  in  the  "Royal 
Gazette"  and  the  local  newspapers.  The  use  of  the  word  "Com- 
pany" or  "Co."  by  partnerships  is  forbidden. 

CORPORATIONS. — Every  corporation — domestic  and  foreign — if 
it  carries  on  business  in  the  province,  must  register  under  the 
"Domestic,  Dominion  and  Foreign  Corporations  Act  of  1912."  The 
particulars  required  are  the  same  as  for  the  registration  of  foreign 
corporations   in  American  states. 

COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

Total  authorized  capital  stock  not  exceeding  $5,000,  fee  $40;  $10,000, 
fee  $50;  $1  extra  for  each  additional  $1,000  up  to  $50,000;  SOc.  per 
$1,000  additional  up  to  $200,000  inclusive;  25c.  per  $1,000  additional 
up  to  $1,000,000;  15c.  per  additional  $1,000. 

Fees  for  filing  notices:  change  of  name  of  company,  $25; 
resolutions,  $3;  recording  notices,  $2. 

FOREIGN  CORPORATIONS.— American  and  other  foreign  cor- 
porations are  not  required  to  register  or  pay  any  fees  if  they  only 
buy  and  sell  goods  within  the  province  through  travellers,  or  by 
correspondence.  If  they  have  a  resident  traveller  or  agent  in  Nova 
Scotia,  or  have  a  place  of  business  there,  or  a  warehouse,  they  must 
register.  The  fees  payable  are  as  follows:  Total  authorized  capital 
not  exceeding  $10,000,  fee  $20;  $50,000,  fee  $50;  $100,000,  fee  $100; 
$500,000,  fee  $150;  for  each  additional  $1,000  a  fee  of  10c. 

A  foreign  corporation  using  less  than  50%  of  its  total  capital 
within  Nova  Scotia  may  have  the  registration  fees  reduced  accord- 
ingly, on  furnishing  proof. 

ANNUAL  FEES. — Every  corporation  carrying  on  business  in  the 
province,  and  which  has  a  paid-up  capital  of  $500,000  or  more,  must 
pay  to  the  Provincial  Treasurer  an  annual  tax  of  1/20  of  1%,  due 
January  1st  and  payable  August  1st,  at  latest. 

TAXES. — There  are  no  provincial  taxes  in  Nova  Scotia  on  sales 
or  transfers  of  stocks  or  bonds. 

ONTARIO 

A  sole  trader  must  register  if  he  trades  under  any  other  than 
his  own  name,  or  if  he  uses  any  additions  to  it,  such  as  "&  Co."  or 
"Bros." 
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Ordinary  partnerships  must  be  registered  within  six  months 
after  commencing  business.  Limited  partnerships  must  also  be  reg- 
istered and  the  names  and  addresses  of  all  the  partners  must  be 
recorded.  Publication  of  a  summarized  notice  in  the  "Ontario 
Gazette"  is  required. 

COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

Any  five  or  more  persons  may  form  a  corporation.  The  fees  are 
as  follows:  Not  exceeding  $40,000,  fee  $100;  $1  for  each  additional 
$1,000  up  to  $100,000;  not  exceeding  $1,000,000,  fee  $160  and  $2.50 
for  each  additional  $10,000  over  $100,000;  over  $1,000,000,  fee  $385, 
plus  $2.50  per  $10,000  over  one  million  dollars. 

Any  American  or  foreign  trader,  partnership  or  corporation  may 
buy  or  sell,  or  take  orders  by  travellers  or  through  correspondence, 
in  Ontario  without  paying  any  fees  or  being  required  to  register; 
but  if  a  resident  agent  is  employed,  or  a  place  of  business  or  a  ware- 
house is  maintained  in  the  province,  a  partnership  or  corporation 
must  register. 

FOREIGN  CORPORATIONS.— Before  commencing  business  in 
the  province,  an  American  or  foreign  corporation  must  apply  for  a 
license  and  appoint  a  resident  agent  for  service  of  process.  The 
granting  of  a  license  is  advertised  in  the  "Ontario  Gazette."  The 
license  fee  is  charged  on  the  capital  used  in  Ontario  and  at  the  same 
rate  as  for  incorporation  of  a  domestic  corporation.  A  statement  of 
details  to  be  filed  is  supplied  by  the  Provincial  Secretary,  Toronto. 
An  annual  return  must  be  made  on  or  before  February  8th  of 
each  year. 

PROVINCIAL  TAX  ON  TRANSFERS  OF  STOCKS  AND 
BONDS. — There  is  a  provincial  tax  of  3c.  per  $100  of  par  value  on 
all  transfers  of  stocks  and  bonds  made  in  the  province;  this  does 
not  apply  to  original  issues.  This  tax  is  in  addition  to  the  Dominion 
transfer  tax  of  2'c.  per  share  and  2c.  per  $100  par  value  of  bonds. 
There  is  no  Dominion  or  Provincial  tax  on  stockbrokers'  bought 
and  sold  notes. 

PRINCE  EDWARD  ISLAND 

PARTNERSHIPS.— All  ordinary  partnerships  must  register  the 
names  of  the  partners  and  the  local  address  at  which  the  business 
is  carried  on.  Limited  partnerships  may  be  formed.  The  regula- 
tions are  the  same  as  under  British  law,  which  see. 
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COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

The  fees  payable  are  as  follow:  Total  authorized  capital  stock  not 
exceeding  $10,000,  fee  $20;  not  over  $20,000,  $25;  $5  extra  for  each 
additional  $10,000  or  fraction  up  to  and  including  $100,000.  Between 
$100,000  and  $125,000,  fee  $70;  and  $10  for  each  additional  $25,000 
up  to  $350,000.  Between  $350,000  and  $375,000,  fee  $165,  plus  $5 
for  each  $25,000  additional  up  to  $700,000. 

STOCKBROKERS  AND  INVESTMENT  COMPANIES.— An- 
nual fees  of  $150  are  charged  for  stockbrokers  having  their  head 
offices  within  the  province,  or  $200  if  their  head  office  is  elsewhere. 
Transient  stockbrokers  pay  $150.  These  taxes  are  charged  to  all 
stockbrokers,  companies,  firms  or  individuals  carrying  on  the  busi- 
ness of  stockbrokers  in  the  province. 

There  are  also  special  annual  taxes  charged  to  insurance  com- 
panies, trust  loan  and  building  associations  and  companies,  steam- 
ship companies,  electric  light  and  power  companies,  express  com- 
panies and  exporters  of  liquors.  The  taxes  are  payable  half-yearly 
in  advance,  on  June  1st  and  December  1st. 

There  are  no  special  taxes  on  American  or  foreign  business  cor- 
porations carrying  on  business  in  the  province. 

QUEBEC  (PROVINCE) 

Every  person  carrying  on  business  in  the  province  under  any 
name  other  than  his  own  name  (or  using  the  words  "&  Co."),  must 
register  within  60  days  from  commencing  business.  All  ordinary 
partnerships  must  register  the  names  and  addresses  of  all  partners, 
and  other  details,  within  60  days  after  the  formation  of  the  partner- 
ship. Limited  partnerships  must  be  formed  in  the  same  manner 
as  under  British  laws. 

COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

Total  authorized  capital  stock  not  exceeding  $20,000,  fee  $40;  not 
over  $50,000,  fee  $75;  $100,000,  fee  $100;  $150,000,  $150;  $200,000. 
$200;  $300,000,  $250;  $400,000,  $300;  $500,000,  $350;  $25  per  $100,000 
additional  up  to  $1,000,000.     For  each  additional  million  dollars,  $100. 

FOREIGN  CORPORATIONS.— American  and  foreign  corpora- 
tions carrying  on  business  in  the  province  must  register  and  file 
copies  of  their  article?  of  incorporation.  A  resident  agent  must  also 
be  appointed  for  service  of  legal  process. 

An  annual  tax  is  payable,  July  1st  of  $1  per  $1,000  on  the  paid-in 
capital  of  the  company,  but  if  only  a  part  of  the  capital  is  used  for 
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the  business  carried  on  within  the  province,  a  proportionate  re- 
duction of  the  tax  is  usually  made;  but  the  minimum  tax  is  $50. 
There  is  an  additional  tax  of  $30  for  each  place  of  business,  factory, 
or  workshop  in  the  cities  of  Montreal  and  Quebec,  and  $15  each  if 
in  any  other  place  within  the  province.  Annual  returns  must  be 
made  on  May  1st,  on  forms  provided  by  the  Provincial  Treasurer. 
AMERICAN  AND  FOREIGN  SOLE  TRADERS,  PARTNER- 
SHIPS AND  FIRMS.— A  tax  is  charged  of  i/<%  on  the  gross 
profits  made  in  the  province  during  the  preceding  calendar  year; 
minimum  tax  $50.  There  is  an  additional  tax  of  $50  for  each  office 
or  place  of  business  within  the  cities  of  Montreal  or  Quebec,  and 
of  $20  if  in  any  other  place  within  the  province.  The  above  taxes 
are  payable  July  1st  of  each  year.  Annual  returns  must  be  made 
May  1st,  on  forms  provided  by  the  Provincial  Treasurer. 
PROVINCIAL  TAX  ON  TRANSFERS  OF  STOCKS  AND 
BONDS. — In  addition  to  the  Dominion  tax  on  transfers  the  fol- 
lowing provincial  tax  is  payable  (at  the  same  rate  as  the  Dominion 
tax),  on  all  transfers  made  within  the  province  of  Quebec.  Original 
issues  are  not  taxed.  The  tax  is  2c.  for  each  $100  of  par  value  of 
stock  or  bonds;  shares  of  no  par  value  are  taxed  2c.  per  share,  or 
2c.  per  $100  of  their  highest  market  value. 

The  Provincial  Treasurer  has  power  to  examine  the  books  of 
any  stockbroker  or  corporation  in  order  to  verify  the  payment  of 
this  tax. 

SASKATCHEWAN 

A  business  corporation  may  be  formed  by  three  or  more  incor- 
porators. 

COSTS  OF  INCORPORATION— DOMESTIC  COMPANIES.— 

Total  authorized  capital  not  exceeding  $20,000,  fee  $40;  $5  extra  for 
each  additional  $5,000  or  fraction  up  to  $100,000;  $3  extra  per  further 
$10,000  up  to  $500,000;  $20  per  $100,000  for  any  excess. 
FOREIGN  CORPORATIONS.— Every  foreign  corporation  carry- 
ing on  business  in  the  province  must  be  registered  and  must  file  a 
certified  copy  of  its  articles  of  incorporation.  It  must  also  appoint 
a  resident  agent  for  service  of  legal  process,  and  must  make  annual 
returns  on  March  1st,  on  forms  provided  by  the  Registrar  of  Joint 
Stock  Companies.  The  fees  payable  on  the  registration  of  foreign 
corporations  are  the  same  as  for  the  incorporation  of  a  domestic 
company,  shown  above.  Annual  tax  fees  are  payable  by  all  com- 
panies of  $10  for  capital  not  over  $25,000;  $20  up  to  $50,000;  $40, 
$100,000;  $50.  $250,000;  20c.  per  $1,000  extra;  maximum  $500. 
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Both  domestic  and  foreign  companies  trading  in  the  province 
pay  an  annual  license  fee  of  $5  if  the  capital  stock  does  not  exceed 
$50,000,  or  $10  if  above  that  amount  of  capital. 

NEV/FOUNDLAND 

Sole  traders  and  partnerships  are  not  allowed  to  use  the  general 
term  "&  Co."  Both  ordinary  partnerships  and  limited  partnerships 
must  be  registered,  full  details  being  required  with  regard  to  the 
partners  and  their  capital.  A  summary  must  be  published  in  the 
"Royal  Gazette"  and  in  the  local  newspapers. 

The  formalities  of  incorporation  of  domestic  companies  and  the 
cost  are  similar  to  those  of  the  other  Canadian  provinces.  American 
and  foreign  corporations  have  the  same  privileges  of  trading  as  do- 
mestic corporations. 

Newfoundland  does  not  form  part  of  the  Dominion  of  Canada; 
it  remains  outside  the  Federation,  with  its  own  legislature  and  ad- 
ministration. 

NORTH-WEST  TERRITORIES 

These  include  all  Rupert's  Land  and  the  North-Western  terri- 
tory, with  the  exception  of  the  provinces  of  Manitoba,  Saskatche- 
wan and  Alberta,  (which  have  joined  the  federation  of  the  other 
states  in  the  Dominion)  and  Yukon,  which  is  an  independent  terri- 
tory. 

Any  person  trading  under  a  name  other  than  his  own,  or  using 
the  addition  "&  Co.,"  must  register  within  six  months  from  com- 
mencing to  use  such  fictitious  name.  All  ordinary  partnerships  must 
be  registered  within  six  months  after  their  formation.  The  law 
relating  to  business  corporations  is  almost  identical  with  the  British 
corporation  law.  It  permits  the  formation  of  limited  partnerships 
and  public  and  private  companies  with  limited  liability  for  stock- 
holders. The  costs  of  incorporation  are  practically  the  same  as  for 
the  other  provinces.  American  and  foreign  corporations  have  the 
same  liberty  of  trading  as  domestic  corporations. 

YUKON 

This  separate  Canadian  province  is  outside  the  Federation  of 
the  Dominion.  It  is  governed  by  a  Commissioner  and  an  executive 
council  elected  by  the  people. 
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The  regulations  governing  the  registration  of  partnerships  and 
corporations  are  similar  to  those  of  the  other  Canadian  provinces. 
The  corporation  laws  are  like  the  British  laws.  American  and 
foreign  corporations  have  the  same  freedom  of  trading  as  domestic 
corporations. 


CANADIAN  STOCK  EXCHANGES 

The  two  principal  Canadian  Stock  Exchanges  are  in  Montreal 
and  Toronto.  A  large  amount  of  business  in  Canadian  securities 
is  transacted  between  these  exchanges  and  the  New  York  Stock 
Exchange,  as  well  as  with  New  York  bond  houses,  for  investment 
of  U.  S.  capital. 

The  Canadian  exchanges  have  adopted  the  New  York  regula- 
tions and  methods  of  dealing.  Toronto  grants  the  concession  of 
half  the  regular  rates  of  commission  to  members  of  other  exchanges 
in  Canada,  U.  S.  A.,  Great  Britain,  Paris  and  Amsterdam.  Mon- 
treal, in  such  cases,  charges  the  full  regular  rates. 

There  are  no  taxes  on  brokers'  bought  and  sold  notes  in  Canada, 
but  there  is  a  Dominion  (Federal)  tax  on  transfers  and  sales  of  2c. 
per  share;  bonds  are  exempt.  Several  of  the  Canadian  provinces 
charge  additional  provincial  stamp  fees  on  transfers  and  sales  of 
stocks  and  bonds.  There  are  no  Dominion  or  provincial  taxes  on 
the  original  issues.  Some  of  the  Canadian  provinces  require  license 
fees  to  be  paid  by  all  firms  dealing  in  stocks  or  bonds.  The  details 
are  given  under  the  headings  of  the  provincial  corporation  laws. 

MONTREAL  STOCK  EXCHANGE 

Secretary-Treasurer:     C.  J.  Hodgson. 

The  methods  of  trading,  and  the  regulations,  are  practically  the 
same  as  those  of  the  New  York  Stock  Exchange.  Settlements  are 
made  daily. 

There  are  68  members,  representing  56  Stock  Exchange  firms. 

A  daily  official  list  of  dealings  is  published,  showing  the  business 
done  in  the  morning  session  and  the  afternoon  session.  A  weekly 
list  is  also  issued,  giving  opening  and  closing,  highest  and  lowest 
quotations  for  the  week,  total  dealings,  comparisons  of  quotations 
with  other  dates,  and  other  details. 

The  stocks  traded  are  chiefly  those  of  Canadian  steel  and  iron 
companies,  sugar  refineries,  paper  pulp  and  lumber  companies, 
flour  mills,  tobacco  manufactories,  local   railroads,  street  railways. 
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light,  heat,  power  and  water  companies,  and  bank  stocks.  The 
securities  of  a  few  Brazilian  and  other  South  American  public 
service  companies  are  also  traded,  Canada  having  made  considerable 
investments  in   Latin  American   enterprises. 

The  bonds  traded  include  Canadian  War  Loans,  Montreal  City- 
bonds  and  the  bonds  of  steel,  cement,  textile,  paper,  steamship, 
brewing,  flour  and  electric  companies. 

Board  lots  are  10  shares  of  bank  stocks,  25  shares  of  other 
stocks,  100  shares  of  mining  stocks  and  $2,000  of  bonds.  Odd  lots 
are  also  quoted. 

The  rates  of  commission  of  the  Montreal  Stock  Exchange  are  as 
follow:  (no  special  rates  are  quoted  to  members  of  other  ex- 
changes). 

Minimum  charge  on  all  Stocks,  Bonds  or  Debentures,  %  of  1% 
Dominion   of   Canada   War   Loan,   minimum   charge,   %  of  1% 
Bonds — In  all  transactions  in  bonds  the  accrued  interest  shall  go 
to  the  seller. 
Mining  Shares: 

Selling  under  50c ^i  of  one  cent. 

"        at    50c.    and    under      $1.00....     yi  of  one  cent. 
"    $1.00  "  "  $2.50....   1  cent. 

"     $2.50"  "  $4.00 2  cents  per  share. 

"     $4.00  "  "  $5.00 4  cents  per  share. 

"     $5.00  "  "  $6.00 5  cents  per  share. 

"     $6.00  "  "  $7.00 6  cents  per  share. 

"     $7.00  "  "  $8.00 7  cents  per  share. 

"     $8.00"  "  $9.00....   8  cents  per  share. 

"     $9.00  "  "         $10.00 9  cents  per  share. 

"  $10.00  "  "         $50.00 12^'^  cents  per  share. 

"         "  $50.00  "     upwards  14  of  1%  on  the  amount  of  money- 
involved. 
On   Cons.   Mining  &   Smelting  $25.00  per   hundred  shares. 

Quotation  for  Bank  Stock 10  shares. 

Quotation    25  shares. 

Quotation  for  Stocks  of  par  value  of  $5  or  less      100  shares. 

Quotation    $2,000  bonds. 

Government  Tax  of  two  cents  for  every  hundred  dollars  or  frac- 
tion thereof  of  the  par  value  of  shares,  bonds,  debentures  or 
debenture-stock,  sold,  transferred  or  assigned.  This  in- 
cludes bonds  with  the  exception  of  Dominion  of  Canada 
War  Loans. 

TORONTO  STOCK  EXCHANGE 

Secretary:   H.Franks 

The  methods  of  trading  and  the  regulations  are  similar  to  those 
of  the  New  York  Stock  Exchange.     Settlements  are  made  daily. 
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There  are  53  members,  representing  47  Stock  Exchange  firms. 

The  official  exchange  hours  are  from  10  a.  m.  to  12.30  noon,  and 
from  2  to  3  p.  m.;  on  Saturdays,  from  10  a.  m.  to  12  noon. 

An  official  list  is  published  twice  monthly,  showing  opening, 
closing,  highest  and  lowest  quotations,  with  comparative  prices  at 
other  dates,  and  other  usual  details. 

The  stocks  and  bonds  traded  are  of  the  same  kinds  as  those 
traded  on  the  Montreal  Stock  Exchange,  with  the  addition  of  se- 
curities of  local  loan,  investment,  trust  and  mortgage  companies, 
and  of  Toronto  public  service,  manufacturing  and  trading  com- 
panies. 

The  rates  of  commission  of  the  Toronto  Stock  Exchange  are  as 
follow: 

Commission,  %  of  1%  of  amount  called  up,  minimum 50  cents. 

Quotation    25  shares. 

(Bank  and  Loan  Companies  $1,000  par  value.) 

Bonds — Interest  goes  to  the  seller. 

Commission  on  shares  of  no  Par  Value  (Unlisted): 

On  shares  selling  at  $5  per  share  and  less $6.25  per  100  shares 

On  shares  selling  over  $5  and  up  to  $10  inclusive,  $12.50  per  100  shares 
On  shares  selling  over  $10  per  share $25.00  per  1(X)  shares 

Mining  Shares: 

On  Shares  sold  under     5c  per  share %c. 

5c  and  under  10c 14c. 

50c i/>c. 

$1.00 1     c. 

3.00 2     c. 

10.00 5     c. 

25.00 10     c. 

50.00 I2y,c. 

and  upwards — ^4  of  1%  on  the 
amount  of  money  involved. 

With  a  minimum  commission  amount  of $1.00 

On   International   Petroleum — same   as  mining  shares. 
On  Cons.  Mining  &  Smelting  $25  per  100  shares. 

Quotation  Lots— On  shares  selling  under  $5.00 500  sliares. 

Quotation  Lots — On  shares  selling  at  and  over  $5.00. .  100  shares. 

Members  of  Montreal.  Winnipeg,  Victoria.  Vancouver.  New- 
York.  Boston.  Pittsburgh,  Cincinnati,  Cleveland,  Chicago.  Pliiladel- 
phia,  London.  Eng. ,  Edinburgh,  Glasgow,  Liverpool,  Manchester, 
Paris  and  .\msterdam  Exchanges,  one-half  regular  rates. 

Government  Tax  of  two  cents,  a  share,  on  basis  of  $100  par  value, 
payable  bj-  seller.     Bonds  not  taxed. 
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UNION  OF  SOUTH  AFRICA 

BUSINESS  CORPORATION  LAWS, 
STOCK  EXCHANGE  PRACTICE,  ETC. 

Self-government  was  granted  to  the  Union  by  an  act  of  the 
British  Parliament  on  September  20,  1909.  The  Union  consists  of 
the  following  provinces:  Cape  of  Good  Hope,  Natal,  the  Transvaal, 
and  the  Orange  Free  State.  The  government  is  by  the  King,  repre- 
sented by  a  Governor  General,  a  House  of  Assembly,  and  a  Senate. 
Each  province  elects  members  of  the  House  of  Assembly,  but  has 
also  a  separate  elective  Provincial  Council  to  deal  with  provincial 
finance,  education,  roads,  railways,  &c. 

LAW  IN  FORCE. — The  older  provinces  were  first  founded  by  the 
Dutch,  and  the  laws  adopted  were  the  Roman-Dutch  laws,  which 
were  formerly  the  laws  of  Holland.  These  were  abolished  by  the 
French  and  the  Code  Napoleon  was  substituted  in  Holland  in  the 
19th  century,  when  that  country  became  subject  to  France.  After 
Holland  regained  her  independence  the  French  law  was  abolished. 
The  present  Dutch  laws  are  different  from  either  of  the  systems 
previously  in  force. 

The  Roman-Dutch  law  continued  unchanged  amongst  the  South- 
African  Dutch  settlers,  and  on  the  proclamation  of  the  annexation 
by  the  British  of  the  South  African  Republic,  in  1902,  the  Roman- 
Dutch  law  was  proclaimed  to  be  the  common  law  of  the  Transvaal 
and  the  Orange  Free  State,  of  which  provinces  the  people  are 
mainly  of  Dutch  descent.  In  those  two  provinces  the  Roman-Dutch 
law  governs  all  matters  except  those  relating  to  trade.  The  laws 
in  the  Cape  of  Good  Hope  and  Natal  are  based  on  British  laws. 

The  commercial  connections  between  the  Union  of  South  Africa 
and  Great  Britain  are  so  close  that  it  has  been  found  convenient  to 
adopt  the  British  laws  for  all  commercial  affairs. 

The  Bills  of  Exchange  law  is  practically  the  same  as  the  British 
law.  Partnership  law  is  also  the  same.  Company  law  (the  law  of 
corporations),  in  force  in  the  Union,  is  almost  an  exact  copy  of  the 
latest  British  Companies'  Act,  of  1908.  All  laws  and  public  notices 
are  printed  in  both  English  and  Taal,  the  latter  being  similar  to  the 
Dutch  language. 
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LAWS  RESPECTING  AMERICAN  FIRMS  AND  CORPORA- 
TIONS.— The  laws  and  regulations  affecting  American  and  foreign 
sole  traders,  firms  and  corporations  carrying  on  business  in  the 
Union  are  substantially  the  same  as  those  of  Great  Britain.  These 
are  stated  in  full  in  the  British  section,  to  which  the  reader  is  re- 
ferred. 

Every  foreign  firm  or  corporation  holding  a  stock  of  goods  for 
sale  within  the  Union  must  obtain  a  license  and  pay  an  annual  fee. 
The  Registration  of  Firms  Act  requires  every  business  firm  to 
register,  the  details  required  being  similar  to  those  required  from 
foreign  corporations  by  American  States.  All  partnerships  must 
register  details  of  their  constitution,  the  names  of  all  partners,  capi- 
tal contributed,  etc.  Notices  of  registration  and  of  changes  must 
be  published  weekly,  for  four  consecutive  weeks  in  the  government 
"Gazette." 

The  following  provincial  regulations  affect  American  and  foreign 
firms: 

CAPE  OF  GOOD  HOPE.— The  agent  of  a  foreign  firm  must  pay  a 
license  of  £25,  ($125)  each  half-year,  if  representing  one  firm  only, 
and  £5  extra  for  each  additional  firm.  If  the  agent  has  been  a  resi- 
dent in  British  territory  for  not  less  than  three  years,  the  license  fee 
is  only  half  the  above  rates. 

A  commercial  traveller  is  required  to  pay  a  license  fee  of  £5  in 
each  magisterial  division  in  which  he  carries  on  business  (there  are 
110  such  divisions  in  the  province). 

The  fee  for  registration  of  a  joint  stock  company  (stock  cor- 
poration), domestic  or  foreign,  is  Is.  Od.  for  each  £100  of  subscribed 
capital  (25c.  per  $500). 

TRANSVAAL. — The  license  for  an  agent  of  an  American  or  foreign 
company  costs  £10,  ($50)  annually. 

JOHANNESBURG  STOCK  EXCHANGE 

This  city  is  in  the  center  of  the  gold  mining  and  diamond  dis- 
trict of  the  Transvaal.  The  Johannesburg  Stock  Exchange  does  a 
large  amount  of  very  profitable  trading  in  the  stocks  of  South  Afri- 
can and  British  gold  and  diamond  mining  companies,  which  are 
also  largely  traded  on  the  London,  Paris,  Brussels,  Amsterdam  and 
Berlin  Stock  Exchanges. 

The  trading  methods  in  Johannesburg  are  based  on  those  of 
the  London  Stock  Exchange,  with  which  there  is  a  close  connec- 
tion. 
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NATAL. — The  annual  fee  for  the  license  of  an  agent  of  a  firm  or 
corporation  is  £5;  commercial  traveller,  ilO. 

The  fee  for  registration  of  an  American  or  foreign  corporation  is 
Is.  Od.  per  £1,000  of  the  subscribed  capital;  minimum  fee  il;  maxi- 
mum fee  iSO. 

ORANGE  FREE  STATE.— The  fee  for  a  license  of  the  agent  of  a 
foreign  firm  or  corporation  is  £5  per  annum.  Every  dealer  holding 
a  stock  of  goods  for  sale  in  the  province  must  pay  a  license  fee  of 
£5  per  annum  if  the  stock  is  valued  at  over  £2,000;  the  fee  is  £50  if 
the  stock  amounts  to  more  than  £25,000. 

STAMP  DUTIES 

Agreement:     Is.  Od.  (2Sc.). 

Bills  of  Exchange:  (a)  payable  on  demand,  Id.  for  any  sum; 
(b)  payable  at  a  future  date;  not  over  £10,  Id.;  not  over  £50,  6d.; 
for  each  additional  £50,  6d. 

Mortgage  Bond:     Is.  for  each  £100  or  fraction  (25c.  per  $500.) 

Brokers'  Note:  over  £5  but  not  exceeding  £25,  Id.;  not  exceed- 
ing £100,  6d.;  not  exceeding  £500,  Is.;  for  each  additional  £500  or 
fraction,  Is. 

Companies:  duty  on  the  authorized  capital,  payable  on  registra- 
tion, 5s.  per  £100. 

Marketable  securities:  (stocks  and  bonds),  payable  on  issue, 
registered  shares  or  bonds,  6d.  for  each  £50;  bearer  certificates,  2s. 
for  each  £50. 

Notary's  certificate:     Is.  per  £100. 

Partnership  agreement  or  articles:    £1. 

Power  of  attorney:  proxy  for  one  meeting  or  adjournment,  Id.; 
any  special  power  of  attorney,  Is.;  general  power  of  attorney,  5s. 

Receipts:  Ordinary,  Id.;  for  deposit  made  with  a  bank  or  com- 
pany for  a  fixed  time,  6d.  per  £100. 

Security:  document  of  security,  or  pledge,  or  guarantee;  not 
over  £10,  Id.;  not  over  £50,  6d.;  not  over  £100,  Is.;  over  £100,  Is.  per 
£100;  if  no  amount  stated,  2s.  6d. 

INCOME  TAX 

INDIVIDUALS. — Incomes  of  individuals  are  taxed  on  the  basis  of 
the  average  of  the  last  two  years.  Total  incomes  below  £300  are 
exempt.  An  abatement  of  £300  is  allowed  on  all  incomes  not  ex- 
ceeding £24,300;  there  are  also  allowances  of  not  over  £25  for  life 


AMERICAN     FIRMS— SOUTH  AFRICA         663 

insurance  of  the  taxpayer  or  his  wife;  fees  of  not  more  than  ilO  paid 
to  any  Friendly  society,  and  £20  for  each  child  or  step-child  under 
16  years  of  age. 

The  rate  of  the  tax  is:  (a)  on  incomes  not  exceeding  £24,300, 
Is.  Od.  in  the  £1,  plus  as  many  2/lOOOths  of  Id.  as  there  are  pounds  in 
the  taxable  amount;  (b)  over  £24,300  income,  2s.  Od.  in  the  £,  (10%). 

Dividend  or  interest  received  from  South  African  companies,  or 
from  concerns  which  have  alreadj'^  paid  federal  income  tax  or  min- 
ing profits  tax  on  their  profits,  is  not  taxable  again  for  income  tax 
as  income  of  the  person  or  company  to  which  it  is  paid.  Dividends 
on  shares  of  a  non-resident  stockholder  are  only  tax-free  if  his 
shares  are  not  registered  in  the  Union. 

SUPER-TAX  (INDIVIDUALS) 

The  minimum  taxable  amount  is  £2,500.  On  incomes  of  £2,000  or 
more,  but  less  than  £7,500,  an  abatement  is  allowed  of  £2,500,  re- 
duced by  10s.  for  every  £1  of  the  taxable  amount  which  exceeds 
£2,500.  (On  a  total  income  of  £3,000,  the  abatement  would  be 
£2,250.) 

There  is  no  abatement  for  incomes  of  £7,500  or  over. 

The  rate  of  super-tax  is  (a)  on  incomes  of  £2,500  or  over,  but 
not  exceeding  £48,000,  for  each  £1  a  tax  of  Is.  Od.,  plus  as  many 
2/lOOOths  of  Id.  as  there  are  pounds  in  the  super-taxable  amount; 
(b)  on  incomes  over  £48,000,  the  super-tax  is  3s.  Od.  in  the  £  (15%). 

INCOME  TAX  (COMPANIES) 

The  excess  profits  tax  has  been  abolislied,  from  June  30,  1920. 
The  income  tax  on  profits  is  Is.  Od.  in  the  £  (5%). 

Where  companies  unreasonably  hold  their  profits,  instead  of 
paying  dividends,  the  Inland  Revenue  officials  have  power  to  tax 
each  stockholder  tor  his  proportion  of  the  accumulated  annual 
profits. 
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REGISTRATION  OF  BUSINESS 
NAMES  IN  GREAT  BRITAIN 

The  Business  Names  Act,  1916,  makes  registration  compulsory 
for  all  British,  American  and  foreign  sole  traders  and  partnerships 
if  they  carry  on  business  in  the  United  Kingdom  under  any  titles 
which  do  not  show  the  true  names  of  all  the  owners  of  the  business. 

Important  to  American  Firms. — Neglect  to  register  makes  the 
trader,  or  partnership  or  corporation,  unable  to  sue  in  British  courts 
for  recovery  of  money  or  for  the  performance  of  contracts.  Per- 
sons neglecting  the  registration  are  also  liable  to  penalties  of  £5 
($25)  per  day.  Refusal  to  furnish  particulars  for  registration,  on 
request  by  the  Board  of  Trade,  is  punishable  by  imprisonment  and 
fine.  American  traders  and  firms  should  observe  the  British  regu- 
lations carefully,  otherwise  trouble  and  expense  are  certain. 

Who  Must  Register. — Every  business  man  or  partnership  firm 
(including  limited  partnerships  registered  as  such)  having  a  place 
of  business  in  the  United  Kingdom,  and  any  American  or  foreign 
business  firm  having  a  sole  agent  in  the  U.  K. ;  if,  in  the  case  of  an 
individual  (1)  his  trading  name  does  not  consist  of  his  own  name 
alone,  with  or  without  his  initials,  or  (2)  if  he  has  at  any  time 
changed  his  name.  In  the  case  of  partnerships,  (both  ordinary  and 
limited  partnerships)  they  must  be  registered;  (3)  if  the  trading 
name  of  the  firm  does  not  consist  solely  of  the  names  of  the 
partners,  with  or  without  their  initials;  or,  (4)  if  one  of  the  partners 
has  at  any  time  changed  his  Christian  name  (fore-name)  or  his 
surname,  or  (5)  if  a  corporation  is  a  partner  in  the  firm.  Any  ad- 
ditions made  to  the  true  fore-names  or  initials  or  surnames  of 
individual  traders  or  partners,  require  to  be  registered;  also  (6) 
every  partnership  carrying  on  business  under  a  trade  name  which 
includes  the  names  of  any  deceased  or  retired  partners,  or  of  any 
one  except  the  existing  partners.  Trade  titles  like  "Brown  and 
Brown"  need  not  be  registered,  but  (7)  titles  like  "Brown  Bros.," 
or  "Brown  &  Co.,"  or  "Brown  &  Son,"  or  "Brown  &  Nephews" 
require  registration  under  the  names  of  the  actual  owners,  the 
initials  or  full  Christian  names  being  required;  (8)  firms  must 
register  branch  offices;   (9)  a  business  carried  on  by  a  trustee  or 
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receiver  who  has  not  been  appointed  by  a  Court  ef  Law  must  be 
registered  in  the  name  of  the  trustee  or  receiver;  (10)  all  changes 
in  the  names  of  partnerships  must  be  registered;  retirements  or 
deaths  or  admission  of  new  partners  require  registration  unless  the 
firm  name  is  altered  accordingly. 

Who  Need  Not  Register. — (a)  Any  foreign  trader  or  a  firm 
which  has  not  a  place  of  business  in  the  U.  K.  but,  if  it  employs  an 
agent  in  Britain  for  its  own  business  exclusively  it  must  register, 
whether  it  has  a  place  of  business  in  the  U.  K.  or  not.  (b)  If  the 
trading  name  of  a  partnership  includes  the  surnames  of  all  the 
partners  with  or  without  their  initials  and  the  title  of  every  cor- 
poration which  is  a  partner  in  the  business,  it  need  not  register. 
If  an  American  or  foreign  trader,  firm,  or  corporation  carries  on 
business  in  England  under  a  different  trade  name  it  must  register. 
(c)  A  corporation  formed  under  British  or  American  laws,  whether 
a  public  or  a  private  company,  need  not  register  if  it  carries  on 
business  in  the  U.  K.  solely  in  its  own  name,  but  if  it  carries  on 
business  under  any  other  name  it  must  register. 

Agents  for  American  Corporations  or  Firms. — Every  person, 
partnership  or  corporation  which  has  a  place  of  business  in  the 
U.  K.,  must  register  the  name  of  its  principals  if  it  carries  on  its 
business  entirely  or  chiefly  for  the  account  of  another  individual 
or  partnership  or  corporation,  or  if  it  acts  as  a  "general  agent"  for 
any  "foreign  firm,"  (which  means  any  American  or  other  person 
or  corporation)  whose  chief  place  of  business  is  outside  the  U.  K. 

Registration  is  necessary  even  though  the  "general  agent"  is 
carrying  on  business  in  his  or  its  true  name,  provided  he  or  it  is 
a  "general  agent"  for  an  American  person  or  firm.  A  "special 
agent,"  that  is  one  who  has  only  power  to  buy  or  to  sell,  and  who 
has  not  full  powers  to  act  for  an  American  or  foreign  firm,  need 
not  register. 

The  word  "British"  must  not  be  used  in  the  trading  name  of 
any  concern  which  is  not  owned  entirely  or  mainly  by  British 
persons,  firms,  or  corporations.  Any  one  may  appeal  to  have 
such  a  name  removed  from  the  register,  if  it  is  wrongly  used. 

When  Registration  Must  Be  Made  and  Where. — Registration 
must  be  made  within  14  days  after  commencing  business.  The 
same  time  is  allowed  for  registering  any  changes  of  name  or  the 
retirement,  death,  or  admission  of  partners. 
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According  to  where  the  business  is  carried  on,  it  must  be  regis- 
tered as  follows: — 

(1)  For  England  and  Wales,  the  Registrar  of  Business  Names, 
39,  Russell   Square,   London,  W.   C. 

(2)  For  Scotland,  the  Registrar  of  Business  Names,  Exchequer 
Chambers,  Parliament  vSquare,  Edinburgh. 

(3)  For    Ireland,    the    Registrar   of    Business    Names,    Coleraine 
House,    Dublin. 

A  fee  of  5/-  must  be  sent  with  the  application  for  registration. 
Printed  forms  of  application  can  be  obtained  from  any  of  the  law 
stationers  or  from  British  Consuls  in  the  U.  S.  Registration  need 
only  be  made  in  the  countries  where  the  office  or  place  of  business 
is    situated. 

Details  Required  (for  individuals  or  partnerships)— (1)  Business 
name;  (2)  general  nature  of  the  business;  (3)  principal  place  of 
business  in  U.  K.;  (4)  present  Christian  name  or  fore-name;  (5) 
any  former  Christian  name  or  fore-name  or  surname,  (changes  in 
the  former  names  of  partnership  firms  or  corporations  need  not  be 
stated);  (6)  nationality,  (for  individuals  and  partners  only);  (7) 
original  nationality  of  an  individual,  if  changed;  (8)  usual  residence; 
(9)  other  business  occupation,  if  any;  (10)  date  of  commencement 
of  the  business;  (11)  any  other  business  name  or  names  under 
which  the  business  is  carried  on. 

The  registration  form  must  be  signed  and  sworn  correct  by 
the  individual  trader,  or  by  all  the  partners,  or  by  a  general  agent 
or  by  the  executive  ofifi'cers  of  a  corporation.  Separate  printed 
forms  are  provided  for  individuals,  partnerships,  and  general  agents 
of  American   or  foreign    firms. 

A  notice  must  be  registered  within  three  months  of  the  discon- 
tinuance of  a  business  registered  under  this  Act.  A  certificate  of 
registration  is  issued  bj'  the  Registrar,  and  this  must  be  kept  ex- 
hibited publicly  in  the  place  of  business  in  the  U.  K.  of  the  person 
or  firm  registered.  Failure  to  e.xhibit  the  certificate  makes  the 
individual  trader  or  agent,  or  each  partner,  liable  to  a  fine  of  £20 
($100). 

False  statements  are  punishable  with  three  months  imprison- 
ment, and  a  fine  of  £20. 

The  Board  of  Trade,  at  7  Whitehall  Gardens,  London,  has 
supervision  of  all  matters  relating  to  registration;  appeals  may 
be  made  to  the  Secretary,  in  the  case  of  dispute  with  the  Registrars. 
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The  Board  of  Trade  may  require  any  person  or  firm  to  supply  par- 
ticulars in  order  to  decide  whether  or  not  registration  is  necessary. 
Refusal  to  supply  the  information  is  punishable  by  imprisonment 
and  fine. 

Important  to  American  Creditors. — The  file  of  the  business 
names  registered  may  be  inspected  by  any  one,  at  the  offices  of  the 
Registrars,  on  payment  of  a  fee  not  exceeding  2/-  [50  cents].  In 
this  way  the  true  owners  of  certain  businesses  may  be  ascertained. 

Publication  of  Names  on  Business  Stationery. — Sole  traders  or 
partnerships,  trading  under  business  names  which  have  been  re- 
quired to  be  registered,  are  obliged  to  show  the  true  names  of  the 
owners  of  the  business  on  all  business  letters,  circulars,  catalogues, 
and  show  cards  on  which  the  business  name  of  the  firm  appears. 
A  sole  trader  must  state  his  present  Christian  name  or  the  initials, 
his  present  surname,  any  former  Christian  name  or  surname,  his 
nationality,  (if  not  British),  his  nationalitj'  at  birth,  if  any  other 
nationality  now  held. 

Partnerships  must  state  the  name  of  every  present  partner, 
with  the  same  details  for  each  of  them  as  already  stated  above. 

General  agents  for  American  or  foreign  corporations  or  firms, 
and  trustees,  must  show  similar  details  as  regards  the  firms  or 
persons  for  whom  they  are  agents  or  trustees. 

How    to    Learn    Credit    and    Resources    of    British     Firms. — 

This  Act  completes  the  disclosures  required  in  order  to  ascertain 
the  true  owners  of  any  business  carried  on  in  the  U.  K.  The 
owners  must  either  carry  on  business  in  their  true  names,  without 
any  additions,  or  they  must  register  their  names  in  the  register  to 
which  the  public  lias  access,  or  they  must  form  themselves  into  a 
corporation.  All  corporations  are  required  to  register  full  details 
of  their  formation  and  constitution  with  the  Registrars  of  Joint 
Stock  Companies.  They  must  also  register  annually  their  balance 
sheets,  lists  of  directors  and  managers,  and  stockholders'  names 
and  addresses  and  holdings.  All  issues  of  bonds  and  debentures 
are  required  to  be  registered,  and  every  mortgage  or  charge  given 
on  the   propert}'   of  a  corporation. 

The  files  containing-  these  particulars  can  be  inspected  by  the 
public  on  payment  of  a  small  fee  at  the  ofifices  of  the  Registrars  of 
Joint  Stock  Companies  in  London,  Edinburgh  or  Dublin.  It  is, 
therefore,  easy  to  ascertain  essential  facts  about  the  credit  and 
resources  of  British  firms. 


French  Section 

FRENCH  COMPANY  AND  PARTNER- 
SHIP LAW^  AND  PRACTICE 

The  existing  laws  of  France,  relating  to  Companies, 
were  passed  in  1867,  and  were  largely  influenced  by  the 
English  Company  laws  of  1862.  In  1893  an  amending  Act 
was  passed.  A  later  law,  of  9th  July,  1902,  has  completed 
Art.  34  of  the  Code  of  Commerce,  and  also  Art.  3  of  the 
Law  of  24th  July,  1867. 

Both  of  these  French  Acts  dealt  also  with  various  forms 
of  ordinary  and  limited  partnerships.  In  order  to  obtain  a 
clear  understanding  of  the  French  laws  on  Companies,  it 
is  better  to  first  study  the  laws  relating  to  partnerships. 

Both  partnerships  and  companies  are  called  Societes, 
meaning  Associations  of  individuals.  In  this  book  the 
French  word  "Societe"  and  the  English  words  "Associa- 
tion" or  "Society"  will  be  used  as  general  terms  to  describe 
all  associations  for  trading. 

The  Different  Kinds  of  "Societes" 

The  Contract  or  Memorandum  of  Association  (contrat 
or  acte  de  societe)  is  an  agreement  by  which  two  or  more 
persons  agree  to  join  together  their  property,  or  money, 
or  services,  or  privileges,  with  a  view  to  sharing  the  profit 
which  may  arise  from  the  use  of  them. 

The  requisites  for  forming  an  association  are  the  fol- 
lowing : — 

(1)  Each  of  the  parties  (associes — associates  or  mem- 
bers) must  contribute  something  towards  the  society.  The 
contribution,  called  an  "apport,"  may  be  money  or  money's 
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worth,  such  as  goodwill,  land,  premises,  patent  rights,  or 
concessions,  such  as  mining  leases.  If  the  contributions 
agreed  upon  are  not  transferred  to  the  society  within  the 
time  agreed,  the  society  may  claim  damages  for  non-per- 
formance of  the  contract. 

(2)  The  association  must  have  the  intention  of  obtain- 
ing monetary  advantages,  which  are  to  be  divided.  The 
following  kinds  of  associations  are  therefore  not  held  to 
be  Societes : — (a)  charitable  or  scientific  associations;  (b) 
mutual  assurance  associations  which  do  not  seek  to  make 
profits;  (c)  tontine  associations,  in  which  each  member 
contributes  towards  funds  of  which  the  surviving  members 
receive  the  income. 

(3  It  must  be  the  clear  intention  of  each  of  the  parties 
to  form  a  society.  A  manager  to  whom  a  commission  on 
profits  is  given,  in  addition  to  his  salary,  does  not,  by 
reason  of  that  sharing  of  profits,  form  a  society  with  his 
employer.  The  facts  which  deny  the  formation  of  a  society 
are,  that  the  manager  can  be  discharged,  and  that  he  does 
not  contribute  to  any  losses. 

(4)  The  society  must  have  the  intention  to  carry  on  a 
legal  business,  and  the  members  of  the  society  must  be 
persons  capable  of  entering  into  legal  contracts. 

For  example :  A  society  formed  for  keeping  a  gambling 
club  would  be  void,  its  object  being  forbidden  by  law; 
such  a  society  could  not  claim  the  protection  of  the  law 
relating  to  associations. 

Shares  in  the  Capital,  the  Profits,  and  the  Losses 

In  the  agreement  for  the  formation  of  the  society,  the 
members  may  fix  any  proportions  they  think  fit  for  the 
sharing  of  profits  or  losses,  but  it  would  be  illegal  to  agree 
that  all  the  profits  should  belong  to  one  of  the  members; 
that  would  be  what  the  French  call  a  "Societe  Leonine," 
a  "lion"  society,  the  founder  getting  the  lion's  share.  It 
would  also  be  illegal  to  agree  that  any  member  should  not 
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share  in  the  losses,  at  least  of  the  extent  that  he  ought 
to  risk  the  loss  to  his  contribution  to  the  society, 
whether  in  the  shape  of  property  or  services  rendered. 

If  the  agreement  of  association  fixes  the  share  of  each 
member  in  the  profits  and  losses,  such  regulations  must 
be  adhered  to,  or  the  society  is  liable  to  be  dissolved. 

If  the  agreement  does  not  state  how  the  profits  or  losses 
are  to  be  shared,  then  the  shares  must  be  in  proportion 
to  the  value  contributed  by  each  member.  The  share  of 
any  member  who  only  contributes  his  services  must  be 
fixed  at  the  same  proportion  as  that  of  the  member  who 
has  brought  in  the  smallest  value  of  property. 

If  the  agreement  leaves  the  distribution  of  profits  and 
losses  to  be  made  by  one  of  the  members,  or  by  an  outside 
person,  then  the  sharing  declared  by  such  person  is  good 
in  law,  and  cannot  be  altered,  except  it  is  clearly  inequit- 
able. Such  distributions  cannot  be  altered  if  the  member 
aggrieved  has  taken  no  action  within  3  months  of  becoming 
aware  of  the  details  of  the  sharing,  nor  if  he  has  acted  as 
if  he  had  agreed  to  it. 

Partnership  at  Will  (L'Indivision) 

This  is  an  association  of  which  each  member  may  claim 
the  dissolution  at  any  moment.  Such  associations  are  formed 
without  any  limit  of  time ;  therefore  any  member,  without 
giving  reasons,  may  demand  that  the  Society  be  terminated 
when  he  wishes.  A  dissolution  must  not  be  demanded  in 
order  to  injure  the  interests  of  the  other  members,  nor  at 
an  inconvenient  time.  There  should  not  be  any  confusion 
between  the  ordinary  partnership  and  the  "indivision." 
There  is  a  certain  likeness  between  them,  because  they  are 
both  composed  of  persons  having  common  interests,  but 
there  are  also  considerable  difl^erences  between  them.  The 
Societe  is  a  contract.  The  "indivision"  may  undoubtedly 
result  from  a  contract,  but  it  often  exists  without  any 
contract. 
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Universal  Societies  (Societes  Universelles) 

There  are  two  kinds  of  these  Societies.  In  the  first 
kind  (Societe  de  tous  biens  presents),  the  members  join 
together  all  their  property  of  every  description,  real  and 
personal,  and  the  whole  of  the  profits  to  be  derived  from 
them.  In  the  second  kind  (Societe  universelle  de  gains), 
they  join  all  their  personal  property,  the  use  (but  not  the 
ownership)  of  their  land  and  buildings,  and  the  profits  to 
be  obtained  from  them.  These  are  not  generally  trading  or 
commercial    enterprises. 

Special  Societies   (Societes   Particulieres) 

These  are  Societies  which  have  for  their  object  the 
joining  together  of  certain  special  assets,  or  which  are 
formed  for  one  special  undertaking. 

Civil  and  Commercial  Societies  (Societes  Civilies  ct  Com- 
merciales) 

French  law  divides  Societies  into  two  chief  divisions, 
civil  or  commercial,  according  to  w^hether  or  not  their  chief 
objects  are  the  manufacturing  of  goods  for  sale  or  the 
dealing  in  goods.  Societies  formed  to  carry  on  mining 
operations,  or  to  buy  land  or  buildings  for  the  purpose  of 
re-sale,  are  civil   Societies. 

A  trading  concern  which  manufactures  or  buys  and  sells 
goods,  or  produce,  is  a  commercial  Society. 

The  law  of  1893,  on  Companies,  declared  that  all  com- 
panies formed  under  that  law,  or  under  the  other  laws 
relating  to  Joint  Stock  Companies,  shall  he  considered  as 
commercial  societies,  and  shall  be  subject  to  company  law 
(Art.  68). 

The  important  differences  between  these  two  classes 
of  companies  are  as  follows: — 

(1)  Commercial  Societies  can  be  made  bankrupt  or 
placed  in  liquidation;  Civil  Societies  cannot. 
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(2)  Disputes  between  the  members  of  a  Civil  Society- 
are  dealt  with  by  the  ordinary  Civil  Courts,  and  the  Code 
of  Civil  Laws  applies.  In  any  disputes  between  members 
of  Commercial  Societies,  the  Code  of  Commerce  (Com- 
mercial Law)  applies,  and  the  questions  are  dealt  with  by 
an  entirely  distinct  court,  the  "Tribunal  de  Commerce," 
whose  judges  are  merchants,  elected  by  traders. 

(3)  A  Commercial  Society  is  a  body  which  has  a  sepa- 
rate existence,  and  is  treated  as  a  person  quite  distinct 
from  its  members  (personnes  morales).  A  Civil  Society 
does  not  become  a  distinct  body. 

From  the  principle  that  the  Commercial  Society  is  a 
distinct   personality,   the   following   consequences   result: 

(4)  The  members  of  the  Commercial  Society  are  not 
part  owners  of  the  assets  of  the  society;  all  the  property 
belongs  to  the  society  as  a  body. 

(5)  The  shares  of  the  members  in  the  society  are 
personal  property,  even  though  the  society  owns  real  pro- 
perty (land  and  buildings).  The  real  property  belongs  to 
the  society,  which  is  a  separate  and  distinct  person,  while 
the  property  of  the  members  is  only  the  right  to  receive 
profits,  during  the  existence  of  the  society,  and  the  right 
to  share  in  the  proceeds  of  realization  when  the  society 
is  dissolved. 

(6)  The  personal  creditors  of  separate  members  of  the 
society  have  no  right  of  payment  out  of  the  property  of 
the  society,  since  it  does  not  belong  to  the  members  in- 
dividually; the  society's  property  is  liable  only  for  the 
debts  of  the  society,  due  to  its  own  creditors. 

(7)  In  legal  proceedings  relating  to  the  society,  it  is 
the  society  itself,  and  not  any  of  its  members  personally, 
which  sues  or  is  sued. 

(8)  There  cannot  be  any  set-off  between  a  society's 
claim  against  a  member  and  a  debt  owing  by  the  society 
to  such  member  personally. 
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Exceptions 

The  only  Civil  Societies  which  are  treated  as  distinct 
bodies  (personnes  morales)  are  (1)  those  Mutual,  or  co- 
operative, Societies  of  workers  with  variable  capital,  called 
"Societes  a  Capital  Variable"  (Associations  with  variable 
capital),  and  (2)  the  Civil  Societies  which  have  adopted 
the  commercial  form  of  limited  companies. 

Distinction  Between  Partnerships  and  Companies 

All  societies  may  be  divided  into  two  chief  groups — (1) 
associations  of  persons,  which  are  partnerships,  and  (2) 
associations  of  capital,  which  are  companies. 

Associations  of  Persons 

To  this  class  belong  all  societies  of  two  or  more  persons 
who  enter  into  association  with  personal  knowledge  of,  and 
confidence  in,  each  other.  They  are  always  of  the  nature 
of  partnerships,  and  the  death  of  one  or  more  of  the 
members  usually  involves  the  dissolution  of  the  society. 

Associations  of  Capital 

These  are  societies  of  persons  who  associate  their 
money  only,  and  who  have  little  or  no  personal  knowledge 
of  each  other ;  who  do  not  personally  take  part  in  the  man- 
agement of  the  society,  but  who  elect  managers,  and  a 
committee  of  directors,  to  direct  the  Society.  These  are 
chiefly  public  limited  companies  (Societes  Anonymes)  ;  the 
death  of  any  of  the  members  has  na  eflfect  on  the  existence 
of  the  company. 

The  details  already  given  show  the  basis  of  the  French 
laws  afifecting  both  partnerships  and  companies. 

It  will  be  easier  to  understand  French  Com.pany  Law 
if  it  is  remembered  that  the  French  conception  of  a  limited 
company  is  that  it  is  simply  a  modified  form  of  partner- 
ship,   and    that    in    the    case    of    corporations     (Societes 
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Anonymes  or  limited  companies)  instead  of  partners  join- 
ing together  it  is  sums  of  money  which  combine. 


(1.)     ORDINARY  PARTNERSHIPS. 

Societes  en  Nom  Collectif 

These  are  partnerships  in  which  the  persons  carrying  on 
business,  under  a  trade  name,  are  known  individually  to 
the  public,  and  are  liable,  to  the  extent  of  all  their  private 
property,  for  the  whole  of  the  debts  of  the  partnership. 

As  the  basis  of  such  a  partnership  is  the  personal  know- 
ledge of  and  confidence  in  each  other,  of  all  the  partners, 
it  follows  that  no  partner  can  substitute  a  new  partner 
for  himself  by  transferring  his  share  in  the  partnership. 
No  new  member  can  be  introduced,  even  to  replace  a  re- 
tiring member,  without  the  consent  of  all  the  other  partners. 

Such  a  change  in  the  partnership  also  requires  to  be 
declared  oublicly,  by  advertisement. 

If  a  partner  transfers  his  share  in  the  partnership  to 
another  person,  without  the  consent  of  his  co-partners, 
such  a  transfer  would  have  no  effect,  except  as  a  personal 
matter  of  account  between  the  partner  who  transfers  his 
interest  and  the  person  to  whom  he  transfers  it.  The  death 
of  any  partner,  or  his  bankruptcy  or  insanity,  would  dis- 
solve the  partnership,  unless  it  had  been  agreed  that  in 
such  a  case  the  remaining  partners  should  continue. 

Name  of  Firm 

This  is  an  important  matter,  as  regards  French  part- 
nership. 

The  trading  name  (raison  sociale)  may  be  partly  a  fancy 
name,  such  as  "Au  Bon  Marche,  Societe  Anonyme,"  which 
is  the  name  of  a  large  Parisian  drapery  store.  Such  a  title 
must  be  completed  by  stating  the  names  of  the  owners; 
for    example,     "Au     Printemps,     Maison     (Firm    of)     A. 
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Laguionie  &  Cie."  The  fictitious  name  is  called  an  "en- 
seigne"  or  sign. 

In  the  "raison  sociale"  must  appear,  either  the  name  of 
one  partner,  or  the  names  of  all  the  partners,  or  of  some 
of  them ;  if  the  names  of  all  the  partners  do  not  appear  in 
it,  then  there  must  be  added  the  words  "et  Compagnie," 
to  show  that  there  are  partners  whose  names  do  not  appear 
in  the  "raison  sociale."  It  is  forbidden  to  include  the  name 
of  any  person  who  is  not  a  partner,  or  who  is  a  sleeping 
partner,  or  to  use  other  names  than  those  of  the  present 
partners. 

In  order  to  preserve  the  goodwill  of  a  trading  name 
new  owners  use  both  titles,  thus :  "A.  D'urand  et  fils 
ancienne  maison  J.  Ferry  et  Cie"  (A.  Durand  &  Son,  for- 
merly J.  Ferry  &  Co.). 

Articles  of  Partnership 

French  law  requires  written  evidence  of  all  partner- 
ships ;  no  other  evidence  is  accepted,  whether  offered  by 
witnesses  or  otherwise.  A  partnership  agreement  may  be 
either  by  deed  (acte  authentique)  or  by  ordinary  agree- 
ment (ecrit  sous  seing  prive).  The  Articles  are  only  ac- 
cepted as  evidence;  they  are  not  in  themselves  conclusive 
proofs  of  the  existence  of  the  partnership. 

Declaration  of  Partnership 

All  partnerships  must  be  registered,  otherwise  they  are 
void.  Copies  of  the  partnership  agreement  must  be  filed 
at  the  Registry  of  the  Tribunal  de  Commerce  (Commercial 
Court)  and  at  the  local  Court  of  Justice  of  the  district  in 
which  is  situated  the  head  oflfice  of  the  business. 

The  following  particulars  must  be  advertised  in  the 
special  periodicals  devoted  to  legal  notices :  the  names  of 
all  the  ordinary  partners,  the  names  of  the  partners  who 
are  authorised  to  manage  the  business  and  to  sign  on 
behalf  of  the  partnership,  the  date  of  commencement  of 
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the  partnership  and  the  time  it  should  end,  the  date  of 
the  registration  of  the  copies  of  the  partnership  articles, 
and  a  description  of  the  partnership  and  of  its  objects,  the 
trading  name,  the  head  office  of  the  Societe,  etc. 

Such  notices  for  publication  must  be  signed  by  the 
notary  who  has  prepared  the  deed  (ecrit  authentique)  con- 
taining the  articles  of  partnership,  or,  if  the  partnership 
has  been  formed  by  an  agreement  "under  hand"  (ecrit  sous 
seing  prive),  signed  but  not  sealed,  all  the  partners  must 
sign  the  notice. 

Every  alteration  of  the  articles,  whether  by  deed  or 
by  resolution  of  the  partners,  must  be  advertised  in  the 
same  manner,  and  the  particulars  must  be  registered  at 
the  Tribunal  of  Commerce  and  at  the  local  court. 

The  omission  to  file  the  partnership  agreement,  or  to 
advertise  the  particulars  of  partnership,  renders  the  part- 
nership void  from  its  beginning. 

Any  changes  in  the  partnership  articles  which  have  not 
been  filed  and  advertised  are  also  void.  A  personal  creditor, 
or  any  of  the  partners,  may  apply  to  the  Court  for  the 
partnership  to  be  declared  void,  by  reason  of  its  not  havmg 
been  registered  or  advertised ;  partners  may  also  apply  as 
against  their  co-partners,  but  not  as  against  creditors.  No 
agreement  between  the  partners  can  relieve  the  partner- 
ship from  the  obligation  to  file  and  publish  the  required 
notices. 

Management 

If  no  manager  (gerant)  is  appointed  by  the  partnership 
articles,  each  partner  has  the  right  to  take  part  in  the 
management.  Generally  one  or  more  managing  partners 
(associes  gerants)  are  appointed  by  the  articles,  in  which 
case  the  other  partners  may  only  supervise  the  manage- 
ment; the  latter  would  then  have  no  right  of  signature  for 
the  partnership. 

Managing  partners  appointed  by  the  articles  cannot  be 
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dismissed  by  their  co-partners,  but  they  may  be  removed 
by  the  Court  for  exceeding  their  authority,  or  for  neglect 
of  duty.  Managers  appointed  otherwise  than  by  the  articles 
may  be  removed  by  the  other  partners.  Any  person,  who 
is  not  a  partner,  may  be  appointed  manager ;  he  would  be 
called  a  "gerant"  or  "directeur"  (this  latter  word  means 
manager  only,  the  French  word  meaning  director  of  a 
com-pany  is  "administrateur"). 

Powers  of  Managers 

They  have  power  to  manage  the  business  generally, 
but  they  cannot  dispose  of  land  or  buildings,  nor  grant 
mortgages,  witliout  special  authority.  This  restriction  has 
been  modified  by  the  Law  of  1893,  Art.  69,  as  follows: 
Mortgages  may  be  granted  in  the  name  of  any  commercial 
company,  in  accordance  with  the  provisions  of  its  articles 
of  association,  even  if  these  are  set  forth  in  a  private  deed, 
or  with  the  terms  of  resolutions  or  authorizations  recorded 
in  manner  conformable  to  the  said  articles  of  association. 
The  deed  of  mortgage  shall  be  notarial,  in  conformity  with 
Art.  21-27  of  the  Civil  Code  ("notarial"  means  that  a  mort- 
gage deed  must  be  prepared  by  a  notary  and  signed  and 
sealed  in  his  presence).  Every  partnership  has  the  right 
to  mortgage  its  property. 

Restrictions  of  the  powers  of  managers,  if  made  by 
the  partnership  articles,  are  valid  both  as  between  partners 
and  as  against  creditors  and  the  public,  subject  to  their 
having  been  duly  made  public  by  filing  the  agreement. 

Unless  the  share  of  each  partner  in  the  management 
has  been  agreed  upon,  each  of  the  partners  has  the  right 
to  do  any  of  the  acts  connected  with  the  management,  and 
to  bind  the  partnership  by  such  acts.  If  the  partners  are 
joint  managers  of  the  business,  none  of  them  can  act  alone; 
any  dispute  amongst  them  is  settled  by  a  majority  of  votes. 

The  unanimous  consent  of  all  parties  is  required  for 
altering  any  of  the  partnership  articles. 
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The  partnership  is  bound  by  any  act,  within  his 
authority,  done  by  the  manager  on  behalf  of  the  partner- 
ship, even  though  the  manager  has  not  used  the  partner- 
ship name  in  making  the  contract.  For  contracts  made 
by  the  manager  on  behalf  of  the  partnership,  creditors  may 
have  recourse  not  only  against  the  partnership  itself,  but 
also  against  each  of  the  partners  individually. 


(2.)     PARTLY  LIMITED  PARTNERSHIPS; 
SOCIETES  EN  COMMANDITES  SIMPLES 

(Commercial  Code,  Art.  23-28. — Law  24th  July,  1867,  Art. 
1-21,  Art.  55,  and  following.) 

Societe  en  Commandite  Simple  ou  Par  Interets 

These  are  partnerships  formed  between  (a)  one  or  more 
partners  who  have  unlimited  liability,  to  the  extent  of  all 
their  property,  called  the  "commandites"  or  "gerants," 
managers;  and  (b)  one  or  more  capitalist  partners,  who  are 
only  liable  to  the  extent  of  the  funds  which  they  agree  to 
contribute  to  the  partnership.  These  capitalist  partners 
are  called  the  "commanditaires"  or  "bailleurs  de  fonds" 
(lenders  of  funds). 

As  regards  the  liabilities  of  the  managing  partners,  this 
form  of  partnership  resembles  an  ordinary  partnership 
("en  nom  collectif")  ;  as  regards  the  liabilities  of  the  capi- 
talist partners,  it  resembles  an  American  limited  partner- 
ship. 

This  form  of  partnership  permits  of  capitalists  making 
large  profits  without  incurring  unlimited  risks ;  it  also  pre- 
vents their  being  classed  as  traders.  This  last  point  is 
important,  because  many  classes  of  persons,  such  as 
notaries,  barristers,  official  stockbrokers,  and  magistrates, 
are  prohibited  from  engaging  in  trade. 
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The  trade  name  of  a  partnership  "en  commandite"  must 
contain  only  the  names  of  the  managing  partners,  who 
have  unlimited  liability.  A  capitalist  partner  who  permits 
his  name  to  be  included  in  the  trading  name  of  the  firm 
becomes  thereby  liable  for  the  whole  of  the  debts  of  the 
partnership.  Also,  he  would  be  legally  classed  as  a  trader 
(commergant).  If  there  is  only  one  managing  partner  he 
may  add  the  words  "et  Cie."  (&  Co.)  to  his  own  name, 
to  indicate  that  the  firm  is  a  partnership. 

This  class  of  partnership  can  only  be  formed  by  written 
agreement,  either  by  deed  or  by  simple  agreement.  The 
advertisements  of  the  formation  of  the  partnership,  to  be 
inserted  in  the  legal  journals,  must  only  mention  the  names 
of  the  managing  partners.  The  rights  and  liabilities  of  the 
capitalist  partner  (commanditaire)  are  as  follows:  (1)  He 
has  the  right  to  a  share  of  the  profits  of  the  business ; 
(2)  he  has  the  right  to  enquire  into  the  acts  of  the  manag- 
ing partners,  and  to  examine  the  partnership  books ;  (3)  in 
case  of  bankruptcy,  judicial  liquidation,  or  dissolution  of 
the  Societe,  he  cannot  claim  the  repayment  of  his  capital 
until  the  whole  of  the  partnership  creditors  have  been  paid 
in  full;  (4)  the  partnership  being  founded  on  mutual  know- 
ledge and  trust,  a  capitalist  member  cannot  transfer  his 
interest  in  the  partnership,  without  the  consent  of  all  the 
members ;  his  death  involves  the  dissolution  of  the  part- 
nership, unless  in  the  case  of  express  agreement  to  the 
contrary. 

The  capitalist  partner  is  not  liable  for  the  firm's  debts 
beyond  the  amount  he  has  agreed  to  contribute;  both  the 
partnership  and  its  creditors  can  sue  him  for  any  unpaid 
portion  of  the  agreed  contribution.  Managing  partners 
cannot  absolve  the  capitalist  member  from  his  liability  to 
contribute  the  amount  agreed  upon  to  the  partnership  funds, 
because  such  contribution  forms  a  guarantee  to  creditors 
for  the  payment  of  the  partnership  debts.  Both  the  man- 
aging and   capitalist  partners   may  be  compelled,   by   the 
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partnership    creditors,    to    refund    an}'    distributed    profits 
which  have  not  been  really  earned  by  the  partnership. 

Management 

Either  the  working  partner  or  an  outsider  may  be  ap- 
pointed manager.  The  powers  are  the  same  as  for  part- 
nerships "en  nom  collectif."  A  capitalist  partner  cannot 
be  manager,  nor  can  he  take  part  in  the  management  as  the 
representative  of  a  manager. 

The  capitalist  partner  may  supervise  the  management, 
and  may  examine  the  books,  and  prevent  breaches  of  the 
partnership  regulations.  He  may  be  employed  by  the  part- 
nership, or  he  may  trade  with  it  either  as  buyer  or  seller 

Difference  Between  a  Capitalist  Partner  and  a  Lender 

A  capitalist  partner  has  an  interest  in  the  partnership, 
but  he  is  not  the  owner  of  a  share  of  the  business.  He 
has  the  right  to  receive  a  stipulated  proportion  of  the  profits, 
but  he  cannot  claim  any  benefits  when  the  partnership  has 
made  a  loss.  He  may  lose  his  capital,  by  its  being  taken 
for  payment  of  the  partnership  creditors ;  he  is  called  to 
the  annual  meetings  held  to  consider  the  statements  of 
account  and  to  declare  the  amounts  of  profits  or  loss.  In 
the  case  of  a  bankruptcy  of  the  partnership,  he  is  a  deferred 
creditor,  and  cannot  be  repaid  his  capital  until  all  the 
trade  creditors  have  been  paid  in  full. 

On  the  other  hand,  a  lender  of  money  to  the  partnership 
has  only  the  right  to  receive  a  limited  amount  of  interest, 
but  he  can  claim  this,  even  though  the  business  has  been 
carried  on  at  a  loss.  He  has  no  right  to  interfere  in  the 
management  of  the  business,  nor  to  attend  meetings.  He 
has  the  right  to  the  repayment  of  his  loan  when  due,  and, 
in  the  case  of  insolvency  of  the  partnership,  he  would  be 
an  ordinary  creditor,  on  the  same  footing  as  the  trade 
creditors. 
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(3.)     FORMATION   OF  PRIVATE   OR  "CLOSE" 

CORPORATIONS    (Private   Limited   Companies) 

"SOCIETES   EN   COMMANDITE   PAR   ACTIONS" 

The  following-  are  the  requirements  for  the  valid  con- 
stitution of  this  class  of  Corporations : — 

1.  The  Nominal  Value  of  Each  Share  or  Each  "Coupure" 

(Group  of  shares  included  in  the  one  certificate)  must 
not  be  less  than  25  frs.  ($5)  when  the  total  capital  does 
not  exceed  200,000  frs.  ($40,000). 

For  Corporations  of  over  200,000  frs.  Capital,  the  shares 
or  coupures  must  be  of  not  less  than  100  frs.  ($20)  each. 

All  shares  of  25  frs.  must  be  paid  up  in  one  amount. 
Shares  over  25  frs.  may  be  paid  by  instalments. 

2.  The  Whole  of  the  Share  Capital  Must  Be  Subscribed  in 

Full  at  the  Commencement 

All  subscriptions  must  be  "firm,"  and  the  subscriber 
must  not  make  any  conditions  which  would  enable  him 
to  withdraw  from  his  undertaking-  to  pay  for  the  shares 
subscribed.  By  French  law  subscriptions  are  considered 
to  be  incapable  of  withdrawal,  because  the  subscription  of 
shares  is  held  to  be  a  contract  with  the  creditors  of  the 
Corporation  to  contribute  capital  towards  the  payment  of 
the  Corporation's  liabilities. 

3.  Every  Subscriber  Must  Pay 

At  the  time  of  subscription,  either  the  whole  25  frs.  per 
share  (on  shares  of  25  frs.  par  value),  or  at  least  25  frs. 
per  share  on  shares  of  100  frs.,  and  at  least  one-quarter  if 
the  shares  are  over  100  frs.  each,  must  be  paid. 

These  payments  must  be  in  cash  or  banknotes  of  the 
Banque  de  France,  not  in  cheques  or  bills.  Any  shares 
of  other,  companies  transferred  to  the  corporation  by  the 
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vendors,  as  "apports,"  must  be  fully  paid  up  before  the 
formation  of  the  corporation. 

4.  Declaration  of  Compliance  With  Legal  Formalities. 

Before  commencing  business,  the  Manager  of  the  Cor- 
poration must  make  a  declaration,  before  a  notary,  that  the 
Share  Capital  has  been  completely  subscribed,  and  that  the 
full  amounts  of  the  shares  have  been  either  completely  paid 
up,  or  that  one-quarter  (25  frs.  or  over)  has  been  paid  on 
them.  The  manager  must  produce  to  the  notary,  in  sup- 
port of  his  declaration,  the  list  of  subscribers,  showing  the 
amounts  paid  by  each,  the  actual  cash  received  from  sub- 
scribers, and  a  copy  of  the  articles  of  incorporation,  which 
must  be  a  certified  copy  if  the  articles  have  been  prepared 
by  a  notary. 

5.  Apports 

The  valuation  of  Assets  (Apports)  transferred  to  the 
Corporation  by  vendors,  and  the  consideration  for  which 
any  payment  or  advantages  are  to  be  given  by  the  Corpor- 
ation to  vendors,  must  be  checked  as  to  value.  For  this 
purpose  the  first  general  meeting  of  stockholders  appoints 
a  Committee,  called  '"Controleurs"  (inspectors),  to  make  a 
report  on  the  assets  brought  into  the  Corporation  by  the 
vendors.  The  report  must  be  printed,  and  a  copy  sent  to 
each  stockholder  5  clear  days  before  the  second  meeting. 
Every  stockholder  has  the  right  to  attend  this  second 
meeting,  and  each  person  present  has  one  vote  only,  no 
regard  being  paid  to  the  number  of  shares  subscribed  by 
each. 

The  conditions  necessary  for  a  definite  vote  by  the  meet- 
ing, approving,  modifying  or  rejecting  the  agreement  re- 
specting the  apports  (Vendors'  Assets),  are  the  following: 
The  resolution  must  be  passed  by  a  majority  of  the  stock- 
holders present — i.  e.,  by  the  half  plus  one  of  the  stock- 
holders present ;  the  majority  must  be  of  at  least  one-quarter 
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of  the  subscribers ;  the  holdings  of  the  stockholders  rep- 
resenting the  majority  must  be  at  least  one-quarter  of  the 
number  of  shares  subscribed  for  cash.  Vendors  who  have 
transferred  assets  to  the  Corporation,  and  Promoters  who 
are  to  receive  any  benefits  from  the  Corporation,  must  not 
vote  on  the  resolution. 

The  meeting  may  reduce  the  amount  to  be  paid  for  the 
assets  transferred  to  the  Corporation  by  vendors,  and  may 
also  reduce  the  benefits  to  be  allowed  to  promoters  or 
others. 

If  the  corporation  is  a  small  "close  corporation,"  to 
which  every  subscriber  has  contributed  assets  for  which 
he  is  to  be  paid,  or  is  receiving  benefits  as  a  promoter, 
the  checking  of  the  valuation  in  the  manner  just  described 
is  not  required,  because  there  would  be  no  stockholders 
entitled  to  vote  on  the  question.  The  same  explanation 
applies  to  a  "Societe  en  Commandite  Simple,"  which  con- 
verts its  capital  into  shares.  _ 

"Conseil  de  Surveillance" 

(Examining  Committee).  This  is  a  Committee  of  stock- 
holders, consisting  of  at  least  3  persons,  elected  by  the 
stockholders  at  the  first  general  meeting.  The  articles  of 
incorporation  determine  the  length  of  their  service.  The 
first  Committee,  which  cannot  be  elected  for  longer  than 
one  year,  must  ascertain  whether  all  the  conditions  required 
for  the  valid  formation  of  the  Corporation  have  been  ful- 
filled. 

Formalities  and  Advertisements 

The  Articles  must  be  in  writing.  If  they  are  made 
by  simple  agreement,  2  copies  of  the  articles  are  suffiicent, 
one  remaining  at  the  office  of  the  Corporation,  and  the  other 
being  attached  to  the  declaration  made  before  a  notary  by 
the  manager,  to  the  effect  that  the  whole  of  the  capital 
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stock  has  been  subscribed  and  the  required  amount  paid 
on  each  share. 

As  regards  advertisements,  the  requirements  are  the 
same  as  for  a  "commandite  par  interets."  The  articles  of 
incorporation,  when  being  registered,  must  have  attached 
(1)  a  certified  copy  of  the  manager's  declaration,  made 
before  a  notary,  as  to  the  total  subscription  of  the  shares 
and  the  cash  received  from  the  subscribers,  (2)  a  copy  of 
the  resolution,  passed  by  the  second  general  meeting  of 
stockholders,  relating  to  the  payments  to  the  vendors  for 
their  apports  and  the  benefits  given  to  promoters  and  others. 

Public  Inspection 

The  public  has  the  right  to  inspect  all  the  documents 
named,  which  are  filed  at  the  local  Court  and  the  Com- 
mercial Court.  The  public  may  also  demand,  at  the  offices 
of  the  Corporation,  a  certified  copy  of  the  articles  on  pay- 
ment of  a  sum  not  exceeding  one  franc  (19c). 


SHARES  IN  CLOSE  CORPORATIONS 

Capital  and  Liabilities  on  Shares 

This  class  of  Corporation,  and  the  Societes  Anonym'es 
mentioned  later,  are  both  capital  stock  corporations,  the 
liability  of  the  stockholders  being  limited. 

The  forms  of  partnerships  which  have  already  been 
explained  were  associations  of  persons,  whereas  Corpora- 
tions are  associations  of  capital. 

Both  in  the  "Societes  en  Commandite  par  Actions" 
(close  corporations),  and  in  the  "Societes  Anonymes"  (pub- 
lic corporations),  the  capital  takes  the  form  of  shares  of 
fixed  value. 

Shares 

The  special  feature  which  distinguishes  a  share  from 
the  interest  of  a  partner  is,  that  a  share  may  be  transferred 
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without  the  consent  of  the  other  owners  of  shares,  whereas 
a  partner's  interest  in  a  partnership  cannot  be  transferred 
without  the  consent  of  all  his  co-partners. 

Rights  of  Stockholders 

The  following  are  the  rights  of  stockholders  in  a 
"Societe  en  Commandite  par  Actions": — 

(1)  A  right  to  share  in  the  net  profits  of  the  Cor- 
poration. 

In  some  cases  this  right  is  made  up  of  two  distinct 
portions;  first,  the  right  to  receive  from  profits  an  annual 
interest  on  the  share  capital,  receivable  by  means  of  an 
interest  coupon;  second,  the  right  to  a  share  of  the  remain- 
ing net  profits,  receivable  by  a  separate  dividend  coupon. 
French  companies  frequently  divide  their  profits  in  this 
form,  declaring,  for  example,  5%  interest  on  the  share  capi- 
tal, and  7%  dividend,  making  12%   for  the  year. 

Corporations  which  have  accumulated  considerable  re- 
serves may  use  them  to  repay  the  par  values  of  their  share 
capital,  the  numbers  of  the  shares  to  be  repaid  being 
chosen  by  annual  drawings.  On  such  repayment  being 
made,  the  share  certificates  would  be  cancelled,  and  fresh 
certificates  issued,  called  "Actions  de  Jouissance"  (dividend 
shares).  The  share  capital  repaid  cannot  be  called  up  again, 
even  in  case  of  dissolution. 

The  holder  of  such  a  certificate  would  receive  the  same 
dividends  as  the  other  stockholders,  just  as  if  his  share 
had  not  been  repaid,  but  he  would  not  receive  any  interest 
on  his  capital. 


GENERAL  DETAILS  APPLYING  TO  BOTH  PUBLIC 
AND  PRIVATE  CORPORATIONS 

Almost  all  share  certificates  of  French  companies  are 
"to  bearer,"  with  the  interest  and  dividend  coupons  form- 
ing part  of  the  certificates,  when  first  issued.     The  usual 
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share  certificates  would  contain  both  interest  and  dividend 
coupons,  while  the  "Actions  de  Jouissance"  would  only 
contain  the  dividend  coupons. 

Another  form  of  share  gives,  at  first,  only  the  right  to 
receive  interest  on  the  share  capital.  This  arrangement 
is  often  made  when  a  Corporation,  which  desires  to  extend 
its  business,  issues  further  shares  for  the  additional  capital 
required. 

During  the  extensions  the  new  capital  would  not  be 
producing  any  profit,  and  it  would  be  obviously  unfair  to 
the  original  stockholders  to  divide  the  profits  on  the  exist- 
ing business  amongst  the  new  stockholders  also.  There- 
fore an  arrangement  is  made  that  the  new  shares  issued 
shall  have  only  interest  coupons  for,  say  the  first  3  years, 
and  both  interest  and  dividend  coupons  for  the  4th  and 
later  years. 

(2)  Stockholders  in  "Societes  en  Commandite  par 
Actions,"  and  in  "Societes  Anonymes,"  have  the  right  to 
share  in  the  assets  of  the  Corporation,  on  its  dissolution, 
in  proportion  to  the  numiber  of  shares  they  hold. 

(3)  They  have  also  the  right  to  take  part  in  general 
meetings  of  stockholders.  This  right  may  be  restricted 
by  the  articles  of  incorporation,  which  may  declare  the 
holding  of  a  minimum  quantity  of  shares  necessary  to  en- 
title a  stockholder  to  attend  such  meetings. 

(4)  The  stockholder  has  the  right  to  transfer  his  shares. 
This  is  the  chief  feature  which  distinguishes  a  share  from 
an  interest  in  a  partnership. 

Stockholders  cannot  claim  interest  on  their  capital  if 
the  Corporation  has  made  no  profits.  If  interest  is  paid 
to  them  in  such  cases,  it  is  considered  as  a  payment  of 
fictitious  profits.  The  articles  of  the  Corporation  may 
legally  provide  that  interest  on  capital  shall  be  paid  to 
stockholders,  even  when  no  profits  have  been  earned,  but 
such  interest  must  not  be  paid  after  the  share  capital  of 
the    Corporation   has   been    completely   lost,   because   that 
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would  amount  to  paying  the  interest  out  of  property  be- 
longing to  the  creditors  of  the  Corporation. 

French  law  does  not  insist  upon  the  capital  of  a  Cor- 
poration being  kept  intact,  but  it  forbids  the  payment  of 
either  interest  or  dividends,  to  stockholders,  from  property 
belonging  to  creditors. 

It  is  essential  that  the  power  to  pay  interest  on  share 
capital,  even  in  the  event  of  losses  on  trading,  should  be 
brought  to  the  knowledge  of  the  public,  if  stockholders 
are  to  be  protected  from  liability  for  actions  by  creditors 
for  the  recovery  of  such  sums,  as  being  payments  made 
from  capital. 

Liability  of  Stockholders 

The  chief  liability  of  a  stockholder  is  to  pay  to  the  Cor- 
poration the  value  of  the  shares  which  he  has  subscribed 
for.  This  contribution  is  held  to  be  a  guarantee  to  the 
creditors  for  the  payment  of  the  debts  of  the  Corporation. 
Both  the  Corporation  and  its  creditors  have  the  right  to 
sue  stockholders  for  any  unpaid  balances  due  on  their 
shares. 

A  subscription  for  shares  cannot  be  withdrawn,  even 
with  the  consent  of  all  the  other  stockholders,  because  the 
rights  of  the  creditors  of  the  Corporation  would  be  injured 
by  such  a  reduction  of  the  capital. 

"Obligations"  (Bonds  or  Debentures) 

There  are  two  methods  of  raising  additional  capital 
which  may  be  used  by  companies:  (1)  The  issue  of  new 
shares,  and  (2)  the  borrowing  of  money  by  an  issue  of 
bonds. 

The  best  method,  in  the  interest  of  the  original  stock- 
holders, is  to  issue  bonds,  because  only  a  low  interest  is 
then  paid  on  the  loans,  whereas  an  issue  of  additional 
shares  would  mean  a  reduction  of  dividend,  through  the 
profits  being  shared  amongst  a  larger  number  of  shares. 
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The  following  are  the  chief  differences  between  the 
positions  of  stockholders  and  bond  holders : — 

(1)  A  stockholder  is  a  member  of  the  Corporation,  while 
a  bond  holder  is  only  a  creditor  for  a  loan. 

(2)  A  stockholder  can  only  claim  repayment  of  his  share 
of  the  capital  after  all  the  creditors  of  the  Corporation 
have  been  paid  in  full. 

(3)  The  bond  holder  is  a  creditor  for  both  the  amount 
of  his  loan  and  the  interest  due  on  it.  Often  he  has  the 
benefit  of  a  mortgage  on  the  property  of  the  Corporation, 
which  gives  him  a  security  guaranteeing  a  right  of  repay- 
ment before  the  ordinary  creditors.  Even  without  such 
a  guarantee,  he  can  claim  to  be  paid  in  the  same  proportion 
as  the  trade  creditors  of  the  Corporation,  and  before  any 
stockholders. 

(4)  A  stockholder  can  usually  not  only  receive  interest 
on  the  amount  of  his  shares,  if  profits  have  been  earned, 
but  he  has  also  the  right  to  share  in  the  net  profits  of  the 
Corporation  to  an  unlimited  amount.  On  the  other  hand, 
a  bond  holder  is  entitled  to  be  paid  the  interest  on  his 
loan  whether  the  Corporation  has  made  profits  or  not,  but 
he  cannot  claim  anything  more  than  such  interest,  how^ever 
large  may  have  been  the  profits  of  the  Corporation. 

(5)  Any  stockholder  who  has  been  repaid  the  amount 
of  his  shares,  continues  to  be  a  stockholder,  and  he  still 
receives  dividends  by  reason  of  an  "Action  de  Jouissance," 
which  is  given  to  him  in  exchange  for  his  previous  shar^ 
certificate.  A  bond  holder  who  has  been  repaid  the  amount 
of  his  loan,  with  interest  due,  has  no  further  claim  against 
the  Corporation. 

(6)  The  liability  of  the  stockholder  to  pay  the  amount 
of  his  shares  to  the  Corporation  is  a  commercial  debt.  The 
liability  of  a  bond  holder  to  pay  for  the  bonds  he  has 
subscribed  is  a  civil  debt. 
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Obligations  a  Primes,  et  Obligations  a  Lots  (Bonds  Re- 
deemable at  a  Premium  and  Bonds  Redeemable  by 
Prize  Drawings) 

These  are  favorite  investments  in  France.  The  bonds 
bear  interest  at  a  low  rate  only,  and  the  difference  between 
this  low  rate  and  the  market  rate  is  laid  aside  periodically 
for  providing  the  premiums  or  prizes  payable  on  the  re- 
demption of  the  bonds. 

"Obligations  a  Primes"  (Premium  Bonds) 

These  are  usually  issued  at  a  discount,  the  Corporation 
undertaking  to  redeem  the  principal  by  annual  drawings 
("tirages  au  sort")  of  fixed  totals,  spread  over  a  number 
of  years.  For  example,  a  bond  bearing  interest  at  4%  per 
annum  may  be  issued  at  frs.  425  ($85)  redeemable  at  any 
time  within  20  years  at  frs.  500  ($100).  The  holder  of 
such  a  bond  has  the  chance  of  his  bond  being  drawn  for 
redemption  at  an  early  date,  with  the  premium  of  frs.  75 
($15)   over  the  price  of  issue. 

This  kind  of  bond  cannot  be  held  to  be  a  lottery  bond, 
because  the  bond  is  an  investment,  bearing  interest,  and 
every  holder,  in  turn,  receives  his  premium  of  frs.  75.  On 
the  other  hand,  in  a  lottery  there  are  some  who  gain  and 
others  who  lose  all. 

"Obligations  a  Lots"  (Prize  Bonds) 

This  class  of  bond  gives  the  right  to  participate  in 
annual  drawings  for  large  cash  prizes,  which  are  distributed 
amongst  the  holders  of  the  first  bonds  drawn  for  redemp- 
tion. The  uncertainty  of  winning  a  prize  undoubtedly 
makes  the  drawings  lotteries,  and  these  are  forbidden  by 
the  French  law  of  1836.  A  French  Government  authorisa- 
tion is,  however,  sufficient  to  authorise  an  issue  of  prize 
bonds,  usually  for  municipal  purposes,  and  to  protect  such 
an   issue   from   the  operation   of   the   law  against   lotteries. 
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AH  the  holders  of  such  bonds  are  ultimately  repaid  the 
amounts  of  the  principal  of  their  bonds,  which  are  per- 
fectly sound  investments,  and  are  accepted  by  French 
bankers  as  security. 

"Obligations"  (Bonds) 

It  is  not  usual  for  bonds  to  be  transferable  in  any  but 
certain  fixed  amounts,  generally  100  frs.,  200  frs.,  500  frs. 
and  1,000  frs.  ($20,  $40,  $100  and  $200).  Almost  all  bonds 
are  "to  Bearer,"  with  interest  Coupons  attached. 

"Titres  Nominatifs"  (Registered  Shares  or  Bonds)  and 
"Titres  au  Porteur"  (Bearer  Certificates  or  Bearer 
Bonds) 

A  share  or  bond  certificate  is  "au  porteur"  (to  bearer) 
when  it  is  transferable  without  any  other  formality  than 
the  mere  passing  from  hand  to  hand,  without  any  written 
form  of  transfer.  It  is  the  common  form  of  certificate  in 
use  in  France.  The  convenience  of  transfer  is  a  great 
advantage,  but,  on  the  other  hand,  there  is  danger  of  loss 
or  theft. 

A  share  or  bond  certificate  is  "nominatif"  (registered) 
when  it  bears  the  name  of  the  owner ;  the  name  is  entered 
on  the  register  of  the  company  as  being  that  of  the  person 
entitled  to  such  shares  or  bonds. 

"Transferts"  (Transfers) 

In  order  to  transfer  the  ownership  of  "nominatif"  shares 
or  bonds,  a  form  of  transfer  may  be  signed  by  both  the 
buyer  and  the  seller,  and  afterwards  delivered  to  the  Cor- 
poration, in  order  that  the  alteration  of  ownership  may 
be  registered  in   the  books  of  the  Corporation. 

In  France  an  additional  method  is  sometimes  used;  the 
transferrer  may,  instead  of  signing  a  transfer  form,  make 
a  declaration  at  the  offices  of  the  Corporation,  stating  that 
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he  consents  to  his  name  being  removed  from  the  register 
as  the  owner  of  such  shares  and  that  he  also  consents  to 
the  entry  of  the  purchaser's  name  on  the  register,  instead 
of  his  own,  as  being  the  proprietor  of  the  shares  transferred. 

This  is  called  a  "Transfert  reel,"  or  complete  transfer. 
If  registered  shares  are  sold  through  a  member  of  a  French 
Stock  Exchange  (Agent  de  Change),  still  another  method  of 
transfer  is  adopted,  because  these  official  Stockbrokers  are 
forbidden  to  declare  the  names  of  their  buying  clients.  A 
pro-forma  transfer  is  made,  called  a  "Transfert  d'ordre,"  by 
which  the  seller  transfers  his  shares  to  the  purchasing  stock- 
broker; he  uses  it  only  as  a  means  to  make  a  transfer  from 
him.self  to  his  client.  This  last  transfer  form  is  then  delivered 
to  the  company  for  registration.  Stamp  duty  is  payable  on 
both  transfers. 

A  transfer  in  blank,  made  as  security  for  a  loan,  is  called 
a  "Transfert  de  garantie." 

"Actions  a  Ordre"  (Share  Certificates  to  Order) 

This  is  a  peculiar  form  of  share  certificate,  of  which  the 
transfer  is  m.ore  convenient  than  that  of  registered  shares, 
while  there  is  not  the  same  danger  of  loss  as  in  the  case  of 
bearer  certificates.  The  transfer  of  shares  "to  order"  is  ef- 
fected by  the  seller  endorsing  the  certificate,  on  the  back, 
with  the  words  "pay  to  the  order  of,"  naming  the  buyer,  fol- 
lowed by  the  signature  of  the  seller. 

It  is  the  same  method  as  is  used  for  transfers  of  Ameri- 
can shares  and  bonds. 

Interest  and  Dividends 

Interests  and  dividends  are  payable  only  on  production  of 
share  and  bond  certificates,  if  they  are  registered  securities. 
The  actual  payment  of  the  periodical  interest  and  dividends 
is  proved  by  stamping  the  details  of  each  payment  on  the  cer- 
tificates when  produced. 
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Share  Certificates  to  bearer  (share  warrants)  and  bonds 
to  bearer  have  numbered  coupons  attached,  for  each  instal- 
ment of  interest  and  dividends.  These  coupons  are  cut  off  and 
presented  for  payment,  after  the  corporation  has  by  adver- 
tisement declared  such  payments  to  be  due. 

"Titres  Mixtes"  (Mixed  Certificates) 

Certain  corporations  issue  certificates  v^rhich  have  features 
drawn   from  both  bearer  and  nominative  certificates. 

The  method  of  transfer  is  the  same  as  for  nominative 
shares,  requiring  the  alteration  of  the  entries  in  the  share 
register;  the  dividends  and  interest,  however,  are  payable  by 
means  of  coupons,  which  form  part  of  the  certificate^  and  are 
detached  from  it  for  collection. 

Conversion  of  "Registered"  to  Bearer 

Most  French  companies  give  their  shareholders  the  right 
to  ask  for  "Bearer"  certificates,  in  exchange  for  "registered," 
and  vice-versa. 

The  person  demanding  such  conversion  must  be  the 
ow^ner  of  the  shares,  or  entitled  to  deal  with  them  as  owner. 
If  he  has  power  to  sell,  he  has  power  to  ask  for  the  con- 
version. 

"Coupures"  (Share  Certificates) 

The  usual  certificates  of  shares  in  French  companies  are 
100  francs,  200  francs,  .500  francs,  and  1,000  francs  (100 
francs  equals  slightly  under  $20. 

Almost  all  share  certificates  are  "to  bearer"  and  fully  paid. 

A  certificate  for  one  share  is  called  a  "unite" ;  these  are 
unusual  and  are  generally  quoted  higher  prices. 

Certificates  for  more  than  one  share  are  called  "Cou- 
pures."  The  most  usual  coupures  are  for  5,  10.  23,  and  100 
shares 
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Bearer  certificates  for  shares  (share  warrants)  can  only 
be  issued  for  shares  which  are  fully  paid.  A  Corporation 
may,  by  its  articles,  prohibit  the  issue  of  bearer  certificates. 

Loss  or  Theft  of  Registered  Certificates 

The  owner  of  a  registered  share  or  bond,  who  is  deprived 
of  his  security  by  theft  or  fraud,  should  serve  notice  of  the 
loss  or  theft  on  the  Corporation  at  its  registered  office. 

Loss  or  Theft  of  Bearer  Certificates 

The  owner  of  a  bearer  security  should,  in  the  same  case, 
serve  two  notices — one  on  the  Corporation,  and  the  other  on 
the  "Syndic"  (secretary  and  trustee)  of  the  Paris  Stock- 
brokers' Association. 

The  notice  is  called  an  "Opposition."  Each  notice  must 
be  served  by  a  "Huissier,"  who  is  an  inferior  class  of  notary, 
and  who  acts  also  as  a  Court  bailiff.  As  the  huissiers  are 
officers  of  the  local  Courts,  the  serving  of  notices  by  them  is 
legal  service,  which  cannot  be  denied. 

The  "opposition"  served  on  the  Corporation  prevents 
payment,  to  any  other  claimant,  of  either  interest  or  divi- 
dends on  the  shares  named,  or  the  repayment  of  the  prin- 
cipal. 

The  following  conditions  must  be  fulfilled  before  the 
owner  can  demand  payment  of  the  interest  or  dividends  to 
himself : 

(1)  The  opposition  must  have  remained  in  force,  uncon- 
tested, during  one  year  at  least. 

(2)  At  least  two  instalments  of  interest  or  dividends 
must  have  been  since  distributed. 

(3)  The  owner  must  obtain  from  the  President  of  the 
local  Civil  Court  of  the  district  in  which  he  resides,  a 
certificate  authorising  him  to  claim  the  interest  or  divi- 
dends as  they  become  due.  The  President  has  discretion 
to  grant  or  refuse  such  a  certificate. 
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(4)  The  owner  must  deposit  security  ("caution")  to 
safeguard  the  rights  of  any  other  claimant.  The  amount 
of  the  deposit  is  fixed  at  the  total  of  the  sums  due  for 
interest  and  for  dividends,  and  must  be  double  the  last 
annual  amount  due.  French  Government  Stock  ("Rentes") 
may  be  deposited  as  security,  or  the  amounts,  as  and 
when  received,  may  be  paid  into  the  "Caisse  de  Depots 
et  Consignations"  (equivalent  to  a  Federal  Court  fund), 
until  two  years  have  elapsed  from  the  date  of  the  author- 
isation to  receive  the  dividends;  then  they  may  be  with- 
drawn. 

"Duplicata"  (Duplicate  Certificates  of  Bearer  Certificates) 

In  order  that  the  owner,  whose  certificate  has  been  lost 
or  stolen,  may  obtain  a  new  certificate,  the  following  con- 
ditions must  be  fulfilled  : — 

1.  At  least  10  years  must  have  passed  since  the  date 
of  obtaining  the  authorisation  of  the  President  of  the  Civil 
Court — i.e.,  11  years  since  the  date  of  the  "opposition." 

2.  No  claimant  must  have  appeared  to  demand  the  in- 
terest or  dividends  on  the  lost  or  stolen  certificates. 

3.  There  must  have  been  a  distribution  of  interest  or 
dividend  in  each  year. 

4.  The  number  of  the  certificate  must  have  been  pub- 
lished continuously  in  the  "Notices  of  Opposition"  in  the 
"Bulletin  Officiel"  (French  Government  Gazette)  until  the 
date  of  demanding  the  duplicate  certificate.  The  owner 
must  provide  for  a  continuance  of  such  notices,  during  a 
further  10  years,  by  paying  or  giving  security  for  the  costs 
of  such  notices. 

When  all  these  conditions  have  been  observed,  the 
owner  has  the  right  to  demand  from  the  Corporation  a 
duplicate  Bearer  Certificate,  which  is  to  bear  the  same  num- 
ber as  the  original  lost  or  stolen  certificate,  and  is  to  also 
bear  a  notice  that  such  certificate  has  been  issued  in 
duplicate. 
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Disputed  Claims 

If  any  other  claimants  appear,  after  an  opposition  has 
been  made,  the  dispute  must  be  settled  by  the  Courts. 
The  original  owner  of  a  lost  or  stolen  certificate  will  suc- 
ceed at  any  time  in  his  claim  for  restoration  against  a 
finder  of  the  certificate,  or  against  any  person  who  has 
bought  it  knowing  of  its  being  stolen. 

If  the  certificate  has  been  negotiated  previous  to  the 
publication  of  the  advertisement  of  the  opposition,  the  sale 
holds  good,  and  the  original  owner  is  only  entitled  to 
recovery  of  his  certificate,  from  an  innocent  buyer,  within 
3  years,  by  paying  the  buyer  the  price  he  gave. 

If  the  negotiation  of  the  certificate  takes  place  after 
the  publication  of  the  opposition,  such  a  sale  is  void  as 
against  the  original  owner,  who  can  then  claim  to  have 
his  certificate  restored  to  him  at  any  time  within  30  years, 
and  without  being  obliged  to  compensate  the  buyer.  An 
innocent  buyer  who  is  compelled  to  restore  a  lost  or  stolen 
certificate  can  only  claim  compensation  from  the  stock- 
broker from  whom  he  purchased  it  in  the  following  cases : 
(1)  If  the  stockbroker  has  purchased  such  certificate  after 
the  publication  of  the  advertisement  of  the  opposition ;  (2) 
if  the  opposition  has  been  served  on  the  stockbroker  per- 
sonally ;  (3)  if  it  is  proved  that  the  stockbroker  has  not 
acted  in  good  faith ;  for  example,  if  he  had  bought  the 
certificate  knowing  of  the  loss  or  theft. 

The  regulations  just  explained  apply  to  all  the  kinds 
of  negotiable  securities  which  are  dealt  in  on  the  French 
Stock  Exchange. 

Exceptions 

No  oppositions  can  be  made  against  the  sale  or  negotia- 
tion of  lost  or  stolen  banknotes  of  the  Bank  of  France 
or  of  the  French  Colonial  Banks,  nor  of  French  Govern- 
ment Stocks  (Rentes  sur  I'Etat).  The  aim  is  to  make 
such  securities  free  of  all  risk  to  any  purchaser ;  possession 
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in  such  cases  is  proof  of  ownership  until  theft  or  fraud 
has  been  proved  beyond  doubt. 

Overpaid  Interest  or  Dividends 

In  the  case  of  bonds  or  shares  of  which  the  redemption 
has  been  fixed  to  take  place  by  the  method  of  annual  or 
other  drawings,  if  a  Corporation  continues  to  pay  the  in- 
terest or  dividends  on  such  securities  after  the  date  when 
they  were  due  for  redemption,  no  deduction  can  be  made 
for  such  over-payments  when  the  certificates  are  presented 
for  redemption. 

On  Bonds  issued  by  Foreign  Governments,  on  the  con- 
trary, deductions  for  any  overpaid  interest  would  always 
be  made  at  the  time  of  repayment  of  the  principal. 


PUBLIC  CORPORATIONS 
(Public    Limited   Companies,   Societes   Anonymes) 

Notes  and  Explanations 

Previous  to  1867  no  Corporation  which  limited  the 
liability  of  its  stockholders  was  allowed  to  carry  on  business 
in  France  without  having  first  obtained  a  special  author- 
isation from  the  Government. 

Protection  of  Creditors  and  Stockholders 

The  law  of  25th  July,  1867,  laid  down  conditions  on 
which  such  Corporations  could  in  future  be  formed  with- 
out governmental  authorisation.  The  regulations  of  that 
and  subsequent  acts  are  intended  for  the  protection  of  the 
stockholders  and  creditors. 

In  the  case  of  Life  Insurance  companies  and  Tontine 
societies,  a  Government  authorisation  is  still  necessary  for 
their  formation,  and  they  are  subject  to  continuous  Gov- 
ernment control,  for  the  reason  that  the  basis  of  the  bene- 
fits to  be  received  by  members  is  only  capable  of  being 
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ascertained  by  means  of  intricate  calculations  of  average 
yearly  mortalities. 

Accidental  or  intentional  miscalculations  would  not 
show  their  damaging-  effects  on  the  companies  until  a  con- 
siderable time  had  elapsed.  As  the  majority  of  members 
of  such  companies  would  not  have  the  ability  or  training 
necessary  to  judge  of  the  soundness  of  the  calculations, 
the  Government  supervises  the  companies,  in  the  interests 
of  all  citizens,  and  especially  of  the  persons  insured  and 
the  stockholders. 

In  trading  Corporations,  the  interests  of  the  stockhold- 
ers are  protected  by  the  law  requiring  them  to  elect  Com- 
mittees of  Scrutineers  (Conseils  de  Surveillance). 

Liability  of  Stockholders 

The  essential  feature  of  a  stock  Corporation  is  that 
each  stockholder  is  only  liable  for  the  Corporation's  debts 
to  the  extent  of  the  capital  he  has  agreed  to  contribute. 

Actions  cannot  be  brought  against  stockholders  for  the 
debts  of  the  Corporation ;  it  is  a  separate  body  or  person, 
having  the  right  of  trading  as  an  individual.  The  Cor- 
poration can  sue  or  be  sued  in  its  trading  name,  and  it 
may  even  sue  its  own  stockholders. 

The  stockholders  may  be  considered  to  be  capitalists, 
who  furnish  the  Corporation  with  the  necessary  working 
capital,  in  consideration  of  each  receiving  an  agreed  pro- 
portion of  its  profits.  They  are  creditors  of  the  Corpora- 
tion, but  can  only  claim  to  be  repaid  their  capital  on  the 
Corporation  being  dissolved ;  their  right  to  repayment  is 
conditional  on  trade  and  other  creditors  being  first  paid 
in  full.  Any  surplus  must  be  divided  amongst  the  stock- 
holders in  proportion  to  the  amounts  of  capital  contributed 
by  them  to  the  Corporation. 

The  stockholders  are  thus  deferred  creditors,  v.ho  take 
the  risk  of  losing  all  their  capital  invested  in  the  Cor- 
poration, but  nothing  more ;  on  the  other  hand,  they  have 
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the  right  to  share  in  the  profits  earned  by  the  Corporation, 
and  they  may  appoint  managers  of  the  business,  and  con- 
trol the  trading  operations  by  means  of  Scrutineers. 

Transfer  of  Shares 

A  stockholder  in  a  private  stock  corporation  may  not 
transfer  his  shares,  but  the  stockholder  of  a  public  stock 
corporation  has  the  right  to  transfer  his  shares  freely  to 
other  persons,  either  as  a  whole  or  in  part.  He  may  also 
repurchase  and  sell  shares. 

The  death  or  bankruptcy  of  a  stockholder  of  a  public 
stock  corporation  has  no  eflfect  whatever  on  the  Corpora- 
tion, beyond  the  alteration  of  the  ownership  of  the  shares 
previously  held  by   such  stockholder. 

Management 

There  is  no  relationship  of  personal  knowledge  and  con- 
fidence in  each  other  amongst  stockholders  of  Corporations. 
This  is  impossible,  because  most  of  the  shares  are  in  the 
form  of  bearer  certificates,  which  may  be  transferred  by 
the  mere  handing  over,  without  any  formality.  In  many 
French  companies  the  holders  of  the  bearer  certificates  are 
unknown  to  the  company  itself. 

Directors  are  elected  by  the  stockholders,  to  manage  the 
business.  The  control  of  the  stockholders  over  them  is 
through  the  continuous  action  of  the  committee  of  scruti- 
neers, and  through  the  voting  of  the  annual  general  meet- 
ings of  stockholders.  Holders  of  bearer  shares  may  deposit 
their  shares  at  the  company's  bankers,  or  at  the  com- 
pany's offices,  a  few  days  before  the  annual  meeting, 
receiving  in  exchange  voting  tickets  entitling  them  to  vote 
at  the   meeting. 

Name  of  Corporation 

The  words  "Societe  Anonyme"  mean  "without  a  name," 
or  "nameless"  corporation.  This  does  not  mean  that  such 
corporations    really    have    no   trading   names ;   the   term    is 
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intended  to  distinguish  clearly  between  these  corporations 
and  partnerships,  which  are  compelled  to  use  the  name 
of  their  owners,  who  are  responsible  for  the  whole  of  the 
debts  of  the  firm. 

A  Societc  Anonyme  need  not  trade  in  the  names  of  its 
stockholders,  because  the  use  of  their  names  would  give  no 
guarantee  of  payment  to  the  creditors  of  the  Corporation. 
Owing  to  the  liability  of  the  stockholders  being  limited,  the 
amount  of  the  share  capital  of  the  Corporation  is  the  chief 
point  which  is  considered  by  creditors,  in  giving  credit  to  the 
firm. 

If  a  Societe  Anonyme  takes  over  an  established  business, 
it  usually  keeps  the  name  as  its  title,  for  the  purpose  of  retain- 
ing the  goodwill. 

Thus  it  may  be  called  "Durand  et  Fils,  Societe  Anonyme." 
This  is  a  clear  declaration  to  the  public  that  Mr.  Durand  and 
his  son  are  not  liable  for  the  debts  of  the  firm,  because  it  is  a 
public  stock  corporation. 

In  the  case  of  the  title  "Anciens  Etablissements  des  Auto- 
mobiles Ferraille,  Societe  Anonyme,"  (the  old  firm  of  the 
Ferraille  Motor-cars),  it  is  clearly  shown  that  the  present  stock 
corporation  is  continuing  the  business  which  was  previously 
carried  on  under  the  name  of  "Automobiles  Ferraille."  Cor- 
porations may  carry  on  business  under  any  fancy  names,  pro- 
vided that  they  .state  clearly,  as  part  of  the  trade  name,  that 
the  firm  is  a  Societe  Anonyme." 

Societes 

The  reader  must  be  careful  to  notice  that  the  French  word 
"Societe"  means  no  more  than  the  English  word  "F"irni." 

An  individual  may  trade  under  his  own  name  of  J.  Dupont, 
or  as  J.  rXtpont  et  Cie.,  (&  Co.)  or  as  "La  Societe  J.  Dupont" 
(the  Firm  of  J.  Dupont)  or  under  a  fancy  name,  such  as  "Au 
Paradis  des  Dames,  (Propre.  J.  Dupont)";  "The  Ladies'  Para- 
dise: (owner,  J.  Dupont)." 
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Syndicats 

These  may  take  the  form  of  close  stock  corporations,  such 
as  "Le  Syndicat  des  Mines  d'Or  du  Pole  Nord,  Societe 
Anonyme"  (The  North  Pole  Gold  Mines  Syndicate,  Inc.). 

Societes  D'Etudes 

Preliminary  syndicates,  for  preparing  businesses  for  issue 
as  public  corporations,  are  usually  registered  as  "Societes 
d'Etudes,"  which  means  "Studying  Companies,"  or  "develop- 
ment companies."  They  are  so  called,  because  the  object  of 
the  syndicate  is  to  study  the  possibilities  of  the  enterprise,  and 
to  develop  it. 

"Limited  Liability"  in  Title 

Every  stock  corporation  which  limits  the  liability  of  its 
stockholders  is  compelled,  by  French  law,  to  place  words  at 
the  end  of  its  trading  name  to  inform  the  public  that  the 
liability  of  its  stockholders  is  limited.  Close  stock  corpor- 
ations must  use  words  such  as  "Societe  en  Commandite  par 
Actions"  (private  company  with  share  capital). 

Public  stock  corporations  must  use  the  words  "Societe 
Anonyme"  (nameless  corporation)  in  all  documents  and 
notices  issued  by  them,  including  advertisements,  orders, 
invoices,  bills  of  exchange,  cheques,  etc. 

The  words  "Societe  Anonyme"  are  frequently  short- 
ened to  "Ste.  Anonyme,"  or  "Ste.  Anme.,"  or  "Ste.  Anon.," 
like  the  American  "Inc."  for  Incorporated. 

It  is  a  common  practice  to  state  the  amount  of  its 
capital  after  the  name  of  the  corporation  on  its  stationery 
and  catalogs,  thus :  "J.  Ferry  et  Cie,  Ste.  Anonyme,  Capital 
1,000,000  frs." 

British  Companies 

The  use  of  the  English  word  "Limited"  is  sufficient 
declaration  of  limited  liability,  for  companies  which  have 
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been  formed  under  English  laws,  thus:  "Maxims,  Limited." 
The  French  public  knows  that  such  a  company  is  an  English 
Societe  Anonyme. 

American  Corporations 

It  is  advisable  for  American  Corporations  doing 
business  in  France  to  add  to  their  trade  name  a  notice 
in  the  following  style,  or  words  to  the  same  effect, 
"Societe  Anonyme,  enregistree  aux  Etats  Unis"  (Stock 
Corporation  with  Limited  Liability,  incorporated  in  U.S.A.). 

Necessity  of  Knowledge  of  French  Company  Law 

It  should  be  clearly  understood  that  American  Cor- 
porations, carrying  on  business  in  France,  are  subject  to 
the  French  company  laws,  which  are  widely  different  from 
our  own.  French  contracts,  and  actions  in  the  French 
courts,  are  governed  by  the  rules  which  would  be  applied 
to  companies  incorporated  under  French  law. 

In  almost  all  cases  where  the  other  party  to  the  action 
is  a  French  subject,  or  a  French  company,  the  French  law 
will  prevail. 

Societe  en  Formation  (Company  Being  Formed) 

A  French  company  cannot  commence  business  until  the 
whole  of  its  capital  has  been  subscribed,  and  each  share 
has  been  fully  paid  up,  when  its  par  value  is  25  frs.,  or 
until  one-fourth  at  least  has  been  paid  on  each  share,  when 
such  par  value  is  superior  to  25  frs. 

Before  the  formalities  required  for  the  legal  formation 
of  the  company  have  been  completed,  the  promoters  have 
full  liberty  to  send  out  prospectuses,  and  to  advertise  for 
subscriptions.  During  this  period  the  name  of  the  pro- 
posed company  may  be  used,  but  with  the  words  "Societe 
en  Formation"  instead  of  "Societe  Anonyme";  no  trading 
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must  be  carried  on,  if  it  is  a  new  business,  and  no  con- 
tracts can  be  legally  made  on  behalf  of  the  new  company. 
There  is  no  limit  to  the  time  during  which  a  company  may 
be  "en  formation." 

If  the  new  company  is  intended  to  take  over  an  ex- 
isting business,  as  a  going  concern,  the  old  business  may 
use  the  words  "Societe  en  Formation"  after  its  trading 
name,  until  all  the  legal  formalities  have  been  fulfilled  by 
the  new  company.  The  use  of  these  words  does  not  in  any 
way  limit  the  liability  of  the  old  firm  to  its  creditors,  nor 
can  trading  be  done  on  behalf  of  the  new  company  until  its 
legal  formation  is  complete.  All  trading  in  the  meantime 
would  be  at  the  risk,  and  for  account,  of  the  old  firm.  The 
date  when  the  subscribers  and  managers  of  a  "Societe  en 
formation"  obtain  the  protection  of  limited  liability  is 
proved  by  (1)  the  declaration,  made  before  a  notary,  of  the 
total  subscription  of  the  share  capital,  and  (2)  the  date  of 
filing  the  articles  of  incorporation  (acte  de  Societe). 

Why  French  Firms   Register  as  English  Public   Limited 
Companies 

The  chief  provisions  of  English  Law  which  decide  some 
French  firms  to  incorporate  as  English  public  limited  lia- 
bility companies  are  the  following: 

1.  It  is  not  necessary  to  have  the  whole  of  the  capital 
subscribed ;  a  subscription  of  one  share  each,  by  7  members, 
is  sufficient. 

2.  There  is  no  restriction  as  to  the  par  amounts  of  the 
shares ;  they  may  even  be  a  few  pence,  as  against  the  25  frs. 
or  100  frs.  minimum  for  French  companies. 

3.  The  first  instalment  to  be  paid  on  each  share  may 
be  as  small  as  5%  of  the  par  value.  5  cents  per  dollar  share; 
as  against  at  least  25  frs.  per  share  in  France. 

4.  Vendors'  shares  and  Promoters'  shares  may  be  sold 
or  transferred  immediately  after  the  formation  of  an  English 
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company ;    in    France    such    shares    are   not    saleable   during 
the  first  2  years  after  incorporation, 

5.  English  law  does  not  permit  of  the  Statutory  Meet- 
ing of  shareholders  reducing  the  price  to  be  paid  to  Ven- 
dors, or  the  profits  to  be  given  to  promoters ;  French  law 
allows  both  reductions  to  be  made. 

7.  In  making  public  issues  of  shares  in  England,  the 
success  of  the  issue  may  be  guaranteed  by  a  contract,  be- 
tween the  promoters  and  under-writers,  who  undertake  to 
subscribe  and  pay  for  any  shares  which  are  not  applied  for 
by  the  public ;  this  is  not  usual  in  France. 

8.  An  English  company  may  pay  commissions  of  any 
amount  to  the  persons  who  place  its  shares,  so  long  as 
authority  to  do  so  is  given  by  the  Articles  of  the  Company 
and  the  amount  is  stated  in  the  prospectus. 

9.  The  fact  that  a  business  is  carried  on  abroad  does  not 
prevent  its  being  incorporated  as  an  English  public  limited 
company.  Then  the  shares  can  be  issued  in  both  England 
and  France,  using  registered  shares  in  England  and  bearer 
certificates  in  France. 

10.  All  the  stockholders,  French  and  English,  are  pro- 
tected by  the  company  having  adopted  limited  liability 
under  English  law. 

11.  English  private  limited  companies  are  not  compelled 
to  publish  accounts  or  annual  balance  sheets ;  French  com- 
panies must  do  so. 

12.  Directors  can  be  appointed  for  life  for  English  com- 
panies, but  not  for  French  companies. 

Incorporation  of  French  Businesses  under  American  Laws 

There  are  several  very  good  reasons  w^hy  French 
branches  of  American  firms  should  be  incorporated  in 
America;  one  advantage  would  be  that  shares  and  bonds 
of  the  French  branch  could  be  sold  in  France  where  the 
investor  does  not  usually  get  so  high  a  yield  of  dividend 
or  interest  as  is  expected  in  America. 
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FORMATION  OF  PUBLIC  STOCK  CORPORATIONS 

(SOCIETES  ANONYMES) 

This  class  of  French  company  cannot  commence  busi- 
ness until  after  all  the  following  regulations  have  been  com- 
plied with : 

(1)  Tf  the  Authorized  Total  Capital  stock  does  not  ex- 
ceed 200,000  frs.  ($40,000)  the  shares  must  be  of  the  nom- 
inal value  of  at  least  25  frs.  ($5)  each;  for  companies  over 
200,000  frs.  the  shares  must  be  of  at  least  100  frs.  ($20)  each. 

(2)  The  whole  of  the  authorised  capital  must  be  sub- 
scribed in  full. 

(3)  Each  share  of  25  frs.  must  be  fully  paid  up,  and  at 
least  one-quarter  of  the  par  value  must  have  been  paid  up 
on  shares  over  25  frs. 

(4)  A  declaration  must  be  made  by  the  manager  of  the 
company,  before  a  notary,  that  the  whole  of  the  capital  has 
been  subscribed  in  full,  and  that  the  amounts  required  by 
clause  3  have  been  paid  by  the  subscribers. 

(5)  The  values  of  the  assets  transferred  to  the  company 
by  vendors  must  have  been  checked  and  reported  upon,  by 
the  Committee  of  Scrutineers  elected  by  the  shareholders, 
and  the  general  meeting  of  stockholders  must  have  passed 
a  resolution  either  approving  or  rejecting  the  purchase 
price  or  fixing  a  lower  price. 

The  consideration  for  any  profits  or  advantages  to  be 
granted  to  promoters  must  have  been  also  examined  and 
reported  upon  by  the  stockholders'  committee  of  scrutineers, 
and  the  stockholders  must,  by  resolution,  have  either  ap- 
proved of  the  profits  or  advantages  to  be  granted,  or  have 
fixed  reduced  terms. 

(6)  The  general  meeting  must  have  elected  directors, 
unless  these  have  been  already  appointed  by  being  named 
in  the  articles  of  the  company. 

(7)  The  general  meeting  must  have  elected  a  committee 
of  scrutineers. 
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(8)  The  number  of  subscribers  must  not  be  less  than  7, 
all  capable  of  contracting,  all  of  full  age.  Married  women 
cannot  be  subscribers. 

Articles  of  Incorporation  (Acte  de  Societe) 

This  must  be  in  writing  (typewriting  permitted).  If  it 
is  made  in  the  form  of  a  simple  contract,  two  originals  only 
are  necessary;  one  to  be  kept  at  the  offices  of  the  company, 
(au  Siege  Social),  and  the  other  to  be  attached  to  the  dec- 
laration made  by  the  manager  or  managers  before  the 
notary. 

Advertisement  of  Formation 

The  formalities  of  advertising  are  the  same  as  for  a  pri- 
vate stock  corporation,  (see  this  heading). 

Filing 

The  same  requirements  must  be  observed  as  for  a  pri- 
vate stock  corporation.  In  addition,  lists  of  the  subscribers 
for  shares  must  be  filed,  at  the  registry  of  the  local  Court 
of  Justice  and  at  the  Registry  of  the  local  Tribunal  de 
Commerce. 

Other  Formalities  and  Regulations 

These  are  the  same  as  for  private  stock  corporations. 
(See  the  separate  heading  for  these  matters  in  the  section 
on  private  companies.) 

Illegality  of  Formation 

A  public  stock  corporation  may  be  declared  void  for  the 
same  reasons,  and  in  the  same  way,  as  a  private  corporation. 
At  the  time  of  declaring  the  incorporation  of  a  public  stock 
corporation  to  be  void,  the  Court  may  render  responsible, 
for  all  losses  caused,  either  (1)  the  incorporators  of  the 
company,  or  (2)  the  first  directors,  or  (3)  the  vendors  who 
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have  brought  in  any  assets,  or  (4)  the  promoters  who  are 
to  receive  profits  or  advantages  from  the  company,  but  who 
have  not  had  them  examined  and  reported  on  by  the  stock- 
holders' scrutineers. 

The  incorporators  of  the  company,  or  the  first  directors, 
who  are  in  fault,  are  jointly  responsible  towards  both  credi- 
tors of  the  company  and  the  stockholders.  The  fines  for 
breaches  of  the  law  are  the  same  as  for  private  corporations. 

Management  of  Public  Stock  Corporations 

The  powers  of  management  are  exercised  by  three 
bodies — namely,  the  directors,  the  committee  of  scrutineers, 
and  the  shareholders  in  general  meeting,  (les  administra- 
teurs,  les  commissaires  de  surveillance,  et  I'assemblee  gen- 
erale  d'actionnaires). 

Directors 

These  are  the  managers,  who  also  act  as  the  representatives 
of  the  company. 

Appointment 

The  first  directors  may  be  appointed  by  the  articles  of  in- 
corporation; if  the  articles  do  not  appoint  any  directors,  they 
are  elected  by  the  general  meetings  of  stockholders. 

Dismissal 

In  both  cases,  the  general  meeting  has  the  right  to  dis- 
miss the  directors  at  any  time. 

Terms  of  Office 

Directors  appointed  by  the  articles  cannot  be  so  appointed 
for  longer  than  3  years;  other  directors  cannot  be  elected  for 
longer  terms  than  6  years.     Directorships  for  life  are  illegal. 

Payment 

Directors  may  be  paid  for  their  services. 
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Qualifications 

EHrectors  must  be  stockholders;  the  number  of  shares  re- 
quired for  qualification  is  stated  in  the  articles. 

Shares  Depooited  as  Guarantee 

The  qualification  shares  of  each  acting  director  must  be 
registered  shares,  not  bearer  certificates.  During  his  term  of 
ofifice  the  qualification  shares  are  kept  in  the  custody  of  the 
company ;  they  are  non-transf erable^,  and  they  are  stamped  with 
a  declaration  stating  this  non-transferability. 

Powers  of  Directors 

They  are  the  managing  representatives  of  the  stockholders 
and  the  company,  and  their  acts  bind  the  company,  without  in- 
volving personal  liability. 

Even  without  any  express  permission  by  the  articles,  direc- 
tors have  power  to  do  all  usual  acts  of  management  which  are 
necessary  for  carrying  on  the  company's  business. 

Power  to  do  unusual  or  extraordinary  acts  can  only  be 
given  by  resolutions  of  general  meetings. 

Directors  must  not  be  financially  interested  in  any  dealings 
made  by  them  on  behalf  of  the  company.  An  exception  is 
made  in  the  case  of  contracts  which  have  been  entered  into 
by  them  in  open  and  public  competition  by  tender,  provided 
that  the  general  meeting  has  authorised  the  directors  to  be 
interested  in  such  contracts,  and  that  the  details  of  the  per- 
formance of  the  contracts  be  reported  to  the  general  meeting 
in  each  subsequent  year,  while  the  contract  lasts.  It  is  usual, 
at  the  annual  general  meeting  of  stockholders,  for  all  such  acts 
of  doubtful  legality  to  be  mentioned  and  for  a  resolution  to 
be  then  adopted  giving  the  directors  a  release  from  liability  for 
the  acts  named. 

Responsibility  of  Directors 

Directors  are  responsible  to  both  the  stockholders  and  the 
creditors  of  the  company,  and  may  be  sued,  by  either,  for  faults 
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of  management.     All  the  directors  have  a  joint  liability   for 
joint  acts  and  individual  responsibility  for  individual  faults. 

Responsibility  of  Managing  Director 

The  Board  of  Directors  ("Conseil  d' Administration")  may 
appoint  a  separate  management  committee,  of  one  or  more, 
called  a  "Comite  de  direction." 

Or,  one  of  the  directors  may  be  appointed  managing  direc- 
tor. He  is  then  called  the  "Administrateur  Delegue,"  because 
he  is  the  director  who  is  the  delegate  or  agent  of  the  Board. 

There  is  a  great  difference  between  the  French  word  "direc- 
teur"  (which  means  a  "manager")  and  the  English  word 
"director,"  for  which  the  French  equivalent  is  "Administra- 
teur." 

A  "directeur"  is  not  necessarily  a  member  of  the  Board  of 
Directors ;  "directeur  technique,"  for  example,  means  a  works 
manager,  who  is  not  a  director;  "Administrateur  technique"  is 
a  director  who  has  charge  of  the  technical  operations  in  the 
works.  "Gerant"  means  a  manager  of  any  kind  or  even  an 
asisstant  manager. 

Where  a  managing  director  or  directors  are  appointed,  the 
Board  only  meets  occasionally  to  decide  important  matters. 

If  there  is  a  clause  in  the  articles  permitting  it,  a  director 
may  appoint  a  substitute  to  act  for  him  during  a  lengthened 
absence. 

Scrutineers'  Committee  (Audit  Committee) 

There  may  be  one  or  more  scrutineers ;  the  articles  fix  the 
number.  They  may  be  chosen  either  from  the  stockholders 
or  from  non-members.  Their  term  of  office  is  for  1  year  only, 
but  they  may  be  re-elected.  The  first  scrutineers  are  appointed 
by  the  first  general  meeting  of  stockholders,  which  also 
elects  the  directors  of  the  company,  unless  they  have  been 
appointed  by  the  articles. 

If  the  general  meeting  does  not  appoint   scrutineers,  the 
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President  of  the  local  Tribunal  de  Commerce  has  power  to 
appoint. 

The  scrutineers  make  annual  reports  to  the  general  meet- 
ings of  stockholders  on  the  position  of  the  company,  and  on 
the  accounts  and  Balance  Sheets  submitted  by  the  directors  to 
the  general  meeting. 

The  scrutineers  must  state  definitely  in  their  report  whether 
the  profit  earned  by  the  company  does  or  does  not  justify 
the  payment  of  the  dividend  proposed  by  the  directors. 

During  the  3  months  prior  to  the  annual  general  meeting, 
the  scrutineers  have  the  right  to  check  the  books  of  the  com- 
pany, and  enquire  into  the  details  of  the  trading  which  has 
been  carried  on  during  the  year.  The  Balance  Sheets,  and  the 
accounts  of  profit  and  loss,  must  be  submitted  to  them  for  ex- 
amination at  least  40  days  before  the  annual  general  meeting. 
The  scrutineers  must  be  present  at  such  meeting,  in  order  to 
give  any  explanations  which  may  be  demanded  by  the  stock- 
holders. 

A  full  statement  of  the  accounts,  including  both  assets  and 
liabilities,  must  be  submitted  by  the  directors  to  the  scrutineers 
at  the  end  of  each  6  months. 

The  scrutineers  may  call  general  meetings  of  stockholders 
at  any  time,  for  urgent  business,  on  their  own  initiative. 

Responsibility  of  Scrutineers 

They  are  responsible  to  the  company  for  the  performance 
of  their  duties  according  to  the  terms  of  their  appointment. 
In  case  of  negligent  performance  they  are  responsible  also  to 
creditors  and  others,  for  any  loss  thereby  occasioned. 


GENERAL  MEETINGS  OF  STOCKHOLDERS 

Voting 

In  all  general  meetings  the  resolutions  are  carried  by  the 
majority  of  votes. 
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Incorporation   or  Formation   Meetings    (Assemblees   Con- 
stitutives) 

These  are  the  first  meetings,  called  in  order  to  comply  with 
the  regulations  necessary  for  the  legal  formation  of  the  com- 
pany. They  must  be  held  before  the  company  is  allowed  to 
commence  business. 

Every  subscriber  has  the  right  to  attend  and  vote.  The 
number  of  votes  is  determined  by  the  articles  of  the  company, 
but  no  stockholder  may  have  more  than  10  votes  at  incorpora- 
tion meetings. 

The  quorum  is,  stockholders  representing  at  least  half  of 
the  subscribed  capital.  If  a  sufficient  quorum  is  not  present 
the  meeting  may  pass  resolutions,  but  these  require  confirma- 
tion at  a  second  meeting. 

The  quorum  at  the  second  meeting  is,  stockholders  repre- 
senting one-fifth  of  the  subscribed  capital.  (The  business  done 
at  such  meetings  is  explained  in  the  section  on  private  com- 
panies.) 

Ordinary      General      Meetings      (Assemblees      Generales 
Ordinaires) 

These  meetings  must  be  held  at  least  once  during  each 
year,  at  the  dates  fixed  by  the  articles.  They  are  called  to 
consider,  and  to  vote  upon,  the  reports  of  the  directors,  and 
of  the  scrutineers,  and  to  pass  resolutions  approving  or  dis- 
approving of  the  accounts  submitted  and  the  dividends  proposed 
to  be  distributed. 

Scrutineers  are  also  elected  for  the  coming  year.  Directors 
are  elected  to  fill  vacancies  and  retiring  directors  may  be  re- 
elected. 

French  law  does  not  require  that  the  Balance  Sheets  and 
accounts  and  the  annual  reports  shall  be  sent  to  the  share- 
holders. Is  is  sufficient  that  they  shall  be  placed  at  the  dis- 
posal of  the  shareholders,  at  the  offices  of  the  company,  at 
least  15  days  before  the  annual  meeting. 
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The  documents  required  are :  ( 1 )  the  details  of  the  stock- 
taking and  final  accounts  (I'inventaire  et  les  comptes  generaux)  ; 
(2)  the  Balance  Sheet  showing  a  summary  of  the  final  ac- 
counts (lebilan  detaille)  ;  (3)  the  report  of  the  scrutineers  (le 
rapport  des  commissaires)  ;  and  (4)  a  list  of  the  shareholders 
of  the  company  (la  liste  des  actionnaires). 

Every  shareholder  has  the  right  to  examine  these  docu- 
ments during  the  15  days  named  and  may  demand  a  copy  of 
the  Balance  Sheet  and  of  the  Scrutineers'  report. 

Voting 

In  default  of  special  mention  to  the  contrary,  in  the  Ar- 
ticles of  the  Company,  each  stockholder  has  one  vote  only  at 
the  annual  general  meeting,  whatever  may  be  the  quantity  of 
his  shares.  But  the  articles  of  the  company  may  restrict  the 
right  of  attendance  at  such  meetings  to  holders  of  a  certain 
minimum  quantity  of  shares,  and  may  proportion  the  votes 
to  the  holding  of  each  stockholder. 

Stockholders  holding  less  than  the  minimum  may  join  with 
other  stockholders  to  obtain  such  minimum,  and  they  may 
elect  one  of  their  number  to  attend  the  meeting  and  vote  on 
their  behalf.  The  articles  of  the  company  cannot  deprive  small 
stockholders  of  this  right  of  joining  their  holdings. 

Quorum 

No  resolutions  can  be  passed  at  an  annual  general  meeting 
unless  stcKrkholders  are  present  representing  at  least  one- 
quarter  of  the  capital  stock.  If  a  quorum  is  not  present,  a 
second  meeting  must  be  called,  which  may  pass  valid  resolu- 
tions, whatever  may  be  the  number  of  stockholders  present, 
or  the  proportion  of  capital  represented. 

Extraordinary     General     Meetings     (Assemblees     Extra- 
ordinaires) 

These  are  called  to  decide  upon  any  changes  to  be  made  in 
the  Articles.    All  such  resolutions  require  the  assent  of  stock- 
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holders  representing  at  least  half  of  the  capital  stock.  Every 
stockholder  has  the  right  to  vote.  If  such  a  quorum  cannot  be 
obtained,  an  adjourned  meeting  may  be  held,  but  the  same 
quorum,  that  is,  stockholders  representing  at  least  lialf  the 
total  capital,  is  necessary  to  enable  a  valid  resolution  to  be 
passed. 

If  there  are  no  special  regulations  to  the  contrary  in  the 
articles  of  incorporation,  a  vote  for  the  alteration  of  the 
articles  must  be  passed  unanimously. 

To  ensure  the  presence  of  a  quorum,  French  companies  pay 
stockholders  who  attend  the  meetings  a  bonus  of  a  fixed 
sum,  from  25  centimes  to  1  franc  for  each  share  they  repre- 
sent. 

Reserve  Funds  (Fends  de  Reserve) 

All  public  stock  corporations  (Societes  Anonymes)  must 
create  reserve  funds  for  covering  any  extraordinary  losses. 
At  least  5%  of  the  annual  profits  of  each  year  must  be  trans- 
ferred to  the  reserve  fund,  but  when  this  has  accumulated  so 
as  to  form  10%  of  the  total  capital,  the  regulation  as  to  a 
minimum  of  5%  of  the  profits  ceases  to  be  applicable. 

For  private  stock  corporations  there  is  no  legal  liability  to 
create  reserve  funds. 

Companies  Formed  Under  Old  Laws 

All  companies  formed  prior  to  1867  may  incorporate  afresh 
under  the  present  laws,  but  the  authorisation  of  the  Govern- 
ment is  first  necessary,  in  addition  to  such  modifications  of 
the  Articles  as  may  be  required  to  bring  them  into  harmony 
with  the  present  laws. 


COMPANIES  WITH  VARYING  CAPITAL  (SOCIETES 
A  CAPITAL  VARIABLE) 

Under  this  heading  may  be  grouped   all  associations  of 
workers  or  of  small  traders  or  manufacturers ;  such  companies 
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are  chiefly  composed  of  persons  actively  interested  in  the  busi- 
ness carried  on,  either  as  customers  or  as  workers. 

The  capital  varies  with  the  admission  of  new  stockholders 
and  the  retirement  of  old  stockholders. 

The  chief  kinds  of  these  companies  are  as  follows : 

(1)  Co-operative  Companies  (Societes  de  Consommation) 

This  is  the  class  of  company  of  which  an  American 
workmen's  Co-operative  Society  is  the  pattern.  The  stock- 
holders are  persons  w^ho  contribute  their  capital  for  the 
purpose  of  buying,  at  wholesale  prices,  articles  of  general 
consumption,  such  as  food,  household  necessaries,  and 
clothing,  for  re-sale  to  the  stockholders  by  retail. 

(2)  Mutual  Credit  Companies  and  People's  Banks    (So- 

cietes de  Credit  Mutuel,  or  Banques  Populaires) 

Amongst  these  companies  are  the  associations  of  local 
traders  for  mutually  guaranteeing  credit,  and  associations  of 
farmers  for  obtaining  working  capital,  by  jointly  guaranteeing 
issues  of  bonds  or  by  guaranteeing  credit  for  each  other. 

(3)  Productive  Companies  (Societes  de  Production) 

These  are  companies  chiefly  formed  by  working  men,  to 
undertake  contracts  for  work  ,  or  for  work  and  materials. 
Each  member  contributes  towards  the  capital ;  the  management 
is  entrusted  to  an  elected  manager,  who  is  responsible  to  the 
stockholders ;  the  profits  are  shared  amongst  the  stockholders 
in  equal  proportions.  Productive  companies  are  treated  as  com- 
mercial companies,  governed  by  the  commercial  laws,  whereas 
co-operative  companies,  credit  companies,  and  people's 
banks,  not  being  classed  as  trading  companies,  come  under 
the  provisions  of  the  Civil  Law. 

With  regard  to  the  legal  point  as  to  whether  companies  with 
varying  capital  are  commercial  societies  or  not,  there  is  no 
absolute  rule.  In  fact,  these  societies  are  civil  or  commercial 
according  to  whether  they  do  business  with  their  own  stock- 
holders only,  or  with  outside  people.    The  "Societes  de  Consom- 
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mation  et  de  Credit"  are  generally  civil.  But  according  to 
the  regulations  of  Art.  68  of  the  Law  of  1st  August,  1893, 
they  are  always  commercial  when  they  choose  the  form  of  a 
public  stock  corporation  or  of  a  close  (private)  stock  cor- 
poration. 

General  Regulations  Affecting  Companies  Having  Variable 
Capital 

(1)  The  retirement  of  a  stockholder  need  not  be  adver- 
tised, unless  he  is  a  manager  or  director;  then  it  must  be. 

(2)  A  retiring  stockholder  is  liable  for  the  debts  of  the 
company  during  the  5  years  following  his  retirement. 

(3)  The  articles  must  fix  a  sum  below  which  the  capital 
of  the  company  must  not  be  reduced;  this  limit  must  be  of 
not  less  than  one-tenth  of  the  capital  of  the  company. 

(4)  The  regulations  as  to  publicity  required  for  other 
public  corporations  apply,  except  as  to  the  retirement  of  stock- 
holders. 

(5)  The  articles  may  give  power  to  the  general  meeting 
to  resolve,  by  a  majority  therein  stated,  that  any  one  or  more 
stockholders  of  the  corporation  may  be  expelled;  they  remain 
liable  for  the  debts  of  the  company  during  5  years  after  their 
expulsion. 

(6)  No  stockholders  can  be  expelled  if  the  capital  of  the 
company  has  been  reduced  to  the  minimum  fixed  by  the  Ar- 
ticles. 

(7)  All  Civil  Companies  with  variable  capital  are  legal 
corporations,  having  power  to  sue,  in  the  name  of  the  com- 
pany, through  their  directors  or  managers. 

(8)  The  death,  retirement,  banishment,  or  failure  of  a 
member,  does  not  involve  the  dissolution  of  the  company. 

Special   Regulations  Affecting    Companies   with   Variable 
Capital  Divided  into  Shares 

(1)  Shares  in  these  companies  may  be  of  25  frs.  minimum, 
because  the  original  capital  must  no^  exceed  200,000  frs. 
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($40,000).    The  law  of  1st  August,  1893,  does  not  apply  to 
such  companies. 

(2)  The  payment  of  10%  of  the  par  value  of  each  share, 
at  the  time  of  subscription,  is  sufficient,  and  the  law  does  not 
require  that  each  separate  stockholder  shall  pay  this  10%  so 
long  as  the  total  paid  up  represents  10%  of  the  total  capital. 
(For  Societes  Anonymes  the  whole  of  the  25  frs.  would 
have  to  be  paid  up  on  each  stockholder's  shares.) 

(3)  All  shares  must  be  issued  as  registered  shares,  and 
cannot  afterwards  be  changed  to  bearer  certificates,  even 
after  being  fully  paid  up.  The  shares  are  not  transferable  until 
after  the  definite  incorporation  of  the  company,  and  can  only 
be  transferred  as  registered  shares. 

(4)  All  shares  issued  in  payment  of  property  transferred 
to  the  company,  must  be  fully  paid  before  the  company  may 
commence  trading.  Such  shares  are  not  transferable  until  after 
2  years  from  the  date  of  the  incorporation  of  the  company. 

(5)  Any  transfers  of  shares  may  be  refused  by  the  Board 
of  Directors  or  by  the  stockholders  in  Ckneral  Meeting. 

(6)  Companies  which  desire  to  take  advantage  of  the  law 
of  1867,  applying  to  companies  with  variable  capital,  must  not 
have  a  capital  exceeding  2(X),000  frs.  If  such  company's  capi- 
tal exceeds  200,CXX)  frs.,  it  may  have  a  variable  capital,  but  its 
shares  must  be  of  at  least  100  frs.  each,  and  one-quarter  must 
be  paid  up  on  each  share. 

A  company  cannot  commence  trading  until  after  at  least 
one-quarter  of  the  par  value  has  been  paid  up  on  each  share. 

(7)  Insurance  companies  cannot  be  formed  as  companies 
with  variable  capital. 


TEMPORARY  PARTNERSHIPS  (ASSOCIATIONS  EN 
PARTICIPATION) 

Two  or  more  persons  may  form  a  temporary  partnership 
for  one  or  more  business  operations.    No  written  agreement 
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or  public  notice  of  the  formation  of  the  partnership  is  required, 
its  existence  being  proved,  Hke  an  ordinary  contract,  by  books, 
correspondence,  or  testimony  of  witnesses.  Such  a  partnership 
has  no  corporate  existence,  and  cannot  be  recognized  by  third 
parties,  it  being  treated  as  a  secret  arrangement  between  tem- 
porary partners.  Each  partner  deals  with  third  parties  on  his 
own  responsibility,  although  all  profits  must  be  divided  between 
the  partners.  No  separate  trading  name  for  the  partnership  is 
required,  and  trade  creditors  have  no  right  of  priority  of  pay- 
ment, from  the  partnership  assets,  over  personal  creditors  of 
the  partners,  in  the  event  of  the  partnership  bankruptcy. 

There  is  no  recognized  partnership  capital,  the  partners 
being  creditors  or  debtors  of  each  other  for  amounts  brought 
in,  whether  in  goods  or  cash. 

Creditors  have  only  the  right  of  recourse  against  the  partner 
with  whom  they  contracted,  unless  the  nature  of  the  partnership 
has  been  declared  to  them,  together  with  the  names  of  the 
partners,  in  which  case  the  temporary  partnership  will  be 
treated  in  law  as  an  ordinary  partnership. 


CIVIL  COMPANIES  UNDER  COMMERCIAL  FORM 
(SOCIETES  CIVILES  A  FORMES  COMMERCIALES) 

Non-trading  companies  are  classed  as  civil  companies,  which 
are  subject  to  the  civil  law,  as  distinct  from  the  commercial 
law  which  applies  to  trading  companies.  A  non-trading  com- 
pany which  is  formed  as  a  private  stock  corporation  with  capital 
stock,  or  as  a  public  stock  corporation,  must  be  treated  as  a  com- 
mercial company.  They  thus  come  under  the  provisions  of 
commercial  law;  they  may  be  made  bankrupt  or  may  make 
arrangements  in  bankruptcy  (liquidation  judiciare),  while  all 
legal  matters  affecting  them  are  dealt  with  by  the  Tribunal 
of  Commerce. 
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AGRICULTURAL  CREDIT  COMPANIES  (SOCIETES 
DE  CREDIT  AGRICOLE) 

These  are  legally  recognised  as  commercial  companies. 
Their  objects  are  to  obtain  capital,  and  to  guarantee  the 
credit  of  stockholders  in  the  carrying  on  of  their  business. 
Profits  are  first  applied  to  the  payment  of  trade  expenses. 
The  minimum  and  maximum  amounts  of  capital  are  fixed 
by  the  articles.  Such  companies  cannot  issue  shares ;  the 
contributions  of  stockholders  may  be  of  varying  amounts. 
The  interest  of  any  stockholders  can  only  be  transferred  to 
other  stockholders  and  the  transfer  must  be  agreed  to  by  the 
company.  The  subscription  of  the  whole  of  the  capital 
stock,  and  the  payment  of  a  quarter  of  the  amounts  sub- 
scribed, are  necessary  before  the  company  may  commence 
business.  Certain  formalities  of  publicity  are  also  required. 
The  liability  of  stockholders  for  the  debts  of  the  company 
is  limited  to  the  amounts  which  they  have  agreed  to  con- 
tribute to  its  capital,  but  their  liability  may  be  joint  and 
several.  The  managers  of  the  company  may  be  either  mem- 
bers or  non-members.  The  company  may  be  dissolved  at 
the  request  of  the  Minister  of  Agriculture,  in  case  ot 
breaches  of  its  own  regulations  or  of  the  public  law. 


FOREIGN  CORPORATIONS   (SOCIETES 
ETRANGERES) 

Laws  of  30  May,  1857,  and  24  July,  1867. 

A  company  is  held  to  be  a  French  or  a  foreign  corpora- 
tion according  to  the  place  where  its  chief  establishment  is 
situated. 

For  example,  a  company  formed  in  France  or  America, 
for  building  a  railway  in  Italy,  would  be  held,  by  French 
Law,  to  be  an  Italian  company. 

Foreign  partnerships  and  private  corporations  have  full 
trading  and  legal  rights  in  France. 
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The  rights  of  all  public  stock  corporations  were  originally 
governed  by  the  law  of  30  May,  1857,  which  gave  legal 
and  trading  rights  to  Belgian  trading  companies,  and  which 
authorised  the  French  Government  to  grant  similar  rights, 
by  decree,  to  public  stock  corporations  incorporated  in  other 
foreign  countries. 

The  law  of  24  July,  1867,  abolished  the  necessity  of  ob- 
taining Government  authorisation  for  the  formation  of 
French  companies,  but  it  did  not  definitely  absolve  foreign 
corporations  from  obtaining  permission  for  carrying  on 
business  in  France.  In  practice  this  authorisation  is  no 
longer  required. 

Public  and  private  stock  corporations  incorporated 
under  laws  of  American  states  have  full  trading  and  legal 
rights  in  France,  by  virtue  of  a  mutual  agreement  between  the 
American  and  French  Governments. 


DISSOLUTION     OF     PARTNERSHIPS      (DISSOLU- 
TIONS DES  SOCIETES) 

Partnerships  may  be  dissolved  for  any  of  the  following 
reasons : — 

(1)  By  expiry  of  the  time  agreed  upon  for  the  part- 
nership. 

Partners  may,  by  unanimous  agreement,  dissolve  earlier 
than  the  date  originally  fixed,  or  may  extend  the  term  of 
the  partnership.  Either  of  these  changes  requires  to  be 
advertised  in  the  same  manner  as  the  original  entering  into 
partnership. 

(2)  By  completion  of  the  business  or  undertakings  for 
which  the  partnership  was  formed. 

(3)  By  the  loss  of  the  whole  of  the  partnership  assets; 
for  example,  the  loss  of  a  ship  owned  by  a  single-ship  com- 
pany. 

(4)  By  the  death  of  one  of  the  partners,  except  in  the 
case  of  a  partnership  having  capital  stock. 
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It  may  be  agreed  by  the  partnership  articles  that  on  the 
death  of  one  or  more  of  the  partners  the  firm  shall  continue 
trading,  the  deceased  partner  being  replaced  by  his  legal 
Representatives. 

(5)  By  the  bankruptcy  of  one  of  the  partners,  or  by  his 
making  an  arrangement  in  bankruptcy,  or  being  deprived 
of  civil  rights,  or  banished. 

This  only  applies  when  the  partnership  is  between  indi- 
viduals, as  such. 

(6)  At  the  request  of  one  of  the  partners,  when  the  part- 
nership has  been  formed  for  an  unlimited  period,  and  the 
retirement  of  such  partner  is  made  in  good  faith,  and  not 
at  an  inconvenient  time. 

(7)  By  order  of  a  Court  of  Law. 

Notice  of  Dissolution    (Publication  de  la  Dissolution) 

Unless  the  dissolution  of  the  partnership  is  advertised, 
it  cannot  be  pleaded  against  creditors  and  other  third  par- 
ties; they  are  entitled  to  treat  the  powers  of  the  managers 
as  not  having  been  revoked. 

Appointment  of  Receiver  (Choix  du  Liquidateur) 

The  partnership  articles  may  name  a  receiver,  in  ad- 
vance. Such  a  receiver  cannot  be  changed.  Except  in  such 
cases,  a  receiver  must  be  appointed  with  the  unanimous 
consent  of  all  the  partners ;  an  outsider  may  be  appointed. 
If  the  dissolution  is  decreed  by  the  Court,  the  receiver  is 
appointed  by  the  Court,  which  has  the  sole  right  to  remove 
him.  The  remuneration  of  the  receiver  may  be  fixed  in 
advance. 

Powers  of  the  Receiver  (Pouvoirs  du  Liquidateur) 

The  receiver  has  power  to  do  all  things  necessary  for 
the  realisation  of  the  assets  of  the  partnership,  the  payment 
of  its  debts,  and  the  division  of  the  balance,  if  any,  amongst 
the  partners. 
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In  the  case  of  2  or  more  receivers  being  appointed,  each  with 
special  powers,  they  cannot  act  separately  beyond  these  powers. 
If  no  special  powers  are  given  to  each,  they  may  each  do  all 
acts  in  connection  with  the  dissolution.  If  it  has  been  stipu- 
lated that  they  must  act  jointly,  no  receiver  may  act 
separately. 

On  the  death,  or  removal,  or  suspension  of  a  receiver 
nominated  by  partners  or  by  the  partnership  articles,  his 
successor  is  appointed  by  the  partners. 

If  the  receiver  was  appointed  by  the  Court,  it  has  power 
to  appoint  his  successor. 

Duties  and  Responsibilities  of  the  Receivers  (Obligations 
et  Responsabilite  du  Liquidateur) 

He  is  responsible  for  the  carrying  out  of  any  special 
duties  named  in  his  appointment.  His  general  duties  are 
to  administer  the  estate  in  the  best  interests  of  all  the  par- 
ties concerned,  and  especially  to  protect  the  assets.  He  is 
not  bound  to  make  an  inventory  on  his  appointment,  but  it 
is  usual  to  do  so.  He  is  responsible  for  all  wrongful  acts 
committed  by  his  sub-agents. 

Distribution  of  the  Proceeds  of  Realisation  (Partage  des 
Societes) 

The  creditors  of  the  partnership  should  be  paid  in  full 
before  repaying  any  of  the  capital  to  the  partners.  If  the 
assets  are  insufficient  to  pay  all  the  creditors,  the  receiver 
must  claim  any  deficit  from  the  partners,  sueing  them  for 
the  same,  if  necessary. 

Any  excess  of  assets,  after  paying  creditors'  claims  in 
full,  belongs  to  the  partners ;  in  default  of  agreement  to  the 
contrary  the  capital  is  repaid  in  proportion  to  the  contribu- 
tions of  capital,  not  according  to  the  proportions  in  which 
the  profits  were  shared. 
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Receiver's  Accounts  and  Discharge  (Compte  et  Quitus) 

The  receiver  must  keep  accounts  and  submit  them  to  the 
partners,  together  with  vouchers.  His  expenses  and  charges 
must  be  included.  He  is  entitled  to  demand  his  discharge 
after  presentation  of  his  accounts ;  the  discharge  may  be 
given  by  a  note  at  the  foot  of  a  copy  of  the  accounts. 

In  case  one  or  more  of  the  partners  refuse  the  discharge, 
the  receiver  may  apply  to  the  Court. 

Partners'  Liability  for  Creditors'  Claims  (Prescription  des 
Actions  Contre  les  Associes) 

All  claims  of  creditors  against  the  partners,  in  respect 
of  the  debts  of  the  partnership,  are  barred  if  made  later 
than  5  years  after  the  dissolution.  If  the  partnership  is  dis- 
solved at  the  time  fixed  by  the  partnership  articles,  the  time 
runs  from  that  date.  In  other  cases  it  runs  from  the  date 
when  the  dissolution  of  the  partnership  was  advertised  and 
filed  at  the  registries  of  the  Tribunal  of  Commerce  and  the 
local  Civil  Court. 

Advertisements    of    Legal    Notices    of    Dissolution    (Pub- 
licite  Legale) 

A  dissolution  of  partnership,  by  reason  of  the  expiry  of 
the  time  for  which  it  was  formed,  takes  effect  on  the  date 
so  fixed,  provided  that  a  notice  of  the  dissolution  is  adver- 
tised and  registered  at  the  local  Civil  Court. 

The  dissolution  of  a  partnership  before  the  expiry  of 
its  full  time,  must  be  effected  by  deed  or  by  agreement 
under  hand.  Copies  of  this  document  must  be  deposited  at 
the  registry  of  the  local  Tribunal  of  Commerce,  and  at  the 
registry  of  the  local  Civil  Court,  within  a  month  from  its 
execution. 

A  summary  of  the  agreement  or  deed  must  be  adver- 
tised in  a  journal  for  legal  notices  circulating  in  that  De- 
partement  (county).  Copies  of  this  journal,  certified  by  the 
printer  and  countersigned  by  the  mayor,  must  also  be  filed 
within  3  months  from  publication. 
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DISSOLUTION     OF     LIMITED     PARTNERSHIPS 
(SOCIETES  EN  COMMANDITE  SIMPLES) 

Reasons  for  Dissolution 

These  are  the  same  reasons  as  for  ordinary  partnerships, 
with  the  addition  that  a  limited  partnership  must  be  dis- 
solved on  the  death  or  withdrawal  of  the  managing  partner, 
unless  the  articles  of  partnership  provide  for  its  continuance 
in  such  an  event. 

Appointment  of  Receiver 

The  limited  partner  (the  capitalist  partner)  may  be  ap- 
pointed receiver. 

Repayment  of  Capital 

After  payment  of  the  expenses  of  the  dissolution,  the 
creditors'  accounts  are  next  to  be  paid  in  full,  then  the  capi- 
tal contributed  by  the  capitalist  partners,  if  so  provided  by 
the  articles  of  partnership.  Any  surplus  of  assets  is  shared 
amongst  the  working  partners,  in  proportion  to  their  con- 
tributions of  capital  and  not  according  to  their  shares  in 
the  profits. 

Distributions  of  the  assets  to  the  partners  are  made  in 
kind,  if  possible,  otherwise  the  surplus  assets  are  sold  by 
auction  and  the  proceeds  divided. 

The  partnership  agreement  usually  contains  all  neces- 
sary regulations  respecting  the  adjustment  of  the  claims  of 
the  limited  partners  and  of  the  working  partners;  these  spe- 
cial regulations  over-ride  the  general  provisions  just  named. 

Other  Regulations 

The  powers  and  responsibilities  of  the  receiver  of  a 
limited  partnership  are  the  same  as  for  the  receiver  of  an 
ordinary  partnership. 
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DISSOLUTION   OF  TEMPORARY   PARTNERSHIPS 
(ASSOCIATIONS  EN  PARTICIPATION) 

The  details  are  the  same  as  for  ordinary  partnerships. 
The  chief  work  of  the  receiver  is  the  preparing  of  a  state- 
ment showing  the  loss  or  profit  on  the  realization  of  the 
assets,  and  the  adjustment  of  accounts  between  the  partners. 


DISSOLUTION    OF    PRIVATE    STOCK    CORPORA- 
TIONS (SOCIETES  EN  COMMANDITE 
PAR  ACTIONS) 

The  reasons  for  the  dissolution  are  the  same  as  for  the 
dissolution  of  a  limited  partnership,  with  the  addition  that, 
for  a  private  stock  corporation,  a  dissolution  may  be 
caused  as  the  result  of  a  resolution  for  winding  up,  passed  at 
an  extraordinary  general  meeting  called  for  that  purpose  by 
the  stockholders'  auditors  (scrutineers). 

Appointment  of  Receiver 

The  liquidation  (sale  of  assets  and  payment  of  debts) 
would  then  be  conducted  by  the  stockholders'  auditors,  or 
by  liquidators  nominated  by  the  stockholders  at  the 
meeting  sanctioning  the  liquidation. 

If  the  dissolution  of  the  corporation  is  decided  upon,  from 
ordinary  causes,  by  the  general  meeting,  the  meeting  may 
appoint  the  liquidator,  if  so  provided  by  the  articles  of  the 
corporation;  otherwise  the  managing  directors  of  the  cor- 
poration have  the  right  to  appoint.  Liquidators  appointed 
in  this  way  may  be  removed  and  replaced  by  the  general 
meeting. 

If  the  managing  directors  and  the  stockholders  cannot 
agree  as  to  a  liquidator,  or  if  the  liquidation  is  ordered  by 
the  Court,  the  Court  appoints  the  liquidator,  who  can  then 
only  be  removed  or  replaced  by  the  Court. 

A  person  who   is  not  a   member  (stockholder)    of  the 
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corporation  may  be  appointed  as  liquidator,  either  by  the 
managing  directors  or  by  the  Court. 

A  liquidator  specially  appointed  to  act,  by  mention  in  the 
articles  of  incorporation,  may  only  be  removed  for  serious 
faults,  either  by  the  Court  or  by  the  General  Meeting. 

The  liquidator's  remuneration  may  be  fixed  in  advance, 
either  by  a  lump  sum  or  by  percentages  or  otherv^rise. 

Repayment  of  Capital 

The  distribution  of  any  surplus  assets,  amongst  the 
stockholders,  is  in  proportion  to  their  contributions  of  capi- 
tal, not  according  to  their  shares  in  the  profits. 

General  Meetings 

The  liquidator  must  convene  annual  meetings  of  the 
stockholders,  to  lay  before  them  his  accounts  and  reports. 

Discharge 

The  general  meeting  may  approve  the  official  accounts 
of  the  liquidator,  and  thereupon  grant  him  a  discharge  from 
his  duties  and  a  release  from  further  liability. 

Other  Regulations 

The  duties,  powers,  and  responsibilities  of  the  liquida- 
tor, the  details  of  the  advertisements  and  filing  of  notices, 
and  the  time  w^ithin  which  creditors'  claims  may  be  made, 
are  the  same  for  private  (close)  stock  corporations  as  for 
the  liquidation  of  limited  partnerships. 


DISSOLUTION     OF    PUBLIC     STOCK     CORPORA- 
TIONS  (LIQUIDATION)  DES  SOCIETES 
ANONYMES) 

Liquidations  are  for  the  purpose  of  realizing  the  assets 
of  a  corporation  paying  its  debts,  and  distributing  any  bal- 
ance of  capital  amongst  the  stockholders  of  the  corporation. 
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During  the  liquidation  the  corporation  continues  to  ex- 
ist as  a  corporate  body,  with  the  following  consequences : 

(1)  The  creditors  of  the  corporation  have  the  right  to  a 
preference,  over  stockholders  of  the  corporation,  for 
payment  of  their  debts. 

(2)  The  liquidators  are  the  representatives  of  the  cor- 
poration in  all  legal  matters,  and  for  the  collection 
of  accounts  due  to  the  corporation. 

(3)  Any  real  estate  of  the  corporation  remains  the  prop- 
erty of  the  corporation,  and  does  not  become  the 
property  of  its  stockholders. 

Causes  of  Liquidation 

The  reasons  for  which  a  public  stock  corporation  may 
be  dissolved  are  the  same  as  for  the  dissolution  of  a  private 
stock  corporation,  with  the  following  additions: — 

A  dissolution  may  take  place, — 

(1)  On  the  happening  of  events  expressly  provided  for 
by  the  articles  of  incorporation. 

(2)  On  the  loss  of  three-quarters  of  the  capital,  or  of 
such  proportion  as  may  have  been  fixed  by  the  ar- 
ticles.  (A  general  meeting  may  decide  for  or  against 

the  liquidation  under  such  circumstances. 

(3)  When  the  number  of  members  (stockholders)  is  re- 
duced below  seven.  A  liquidation  for  this  reason 
may  be  demanded,  from  the  Court,  by  any  person 
interested,  but  it  must  be  proved  beyond  dispute 
that  the  stockholders  have  been  less  than  seven 
in  number  during  at  least  the  twelve  months  just 
preceding.  The  Court  is  not  compelled  to  order  a 
dissolution  for  this  reason  alone. 

Powers  of  Directors 

The  appointment  of  a  liquidator  revokes  the  powers  of 
all  the  directors,  who  are  replaced  in  the  management  by 
the  liquidator  or  liquidators. 
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General  Meetings 

As  the  corporation  continues  in  existence  during  the 
whole  period  of  liquidation,  the  liquidator  may  call  general 
or  extraordinary  meetings  of  stockholders  to  discuss  mat- 
ters relating  to  the  liquidation,  and  to  pass  resolutions. 

The  liquidator  must  call  general  meetings  of  the  stock- 
holders at  least  once  each  year  during  the  liquidation. 

Appointment  of  Liquidators  (Nomination  des  Liquidateurs) 

The  stockholders  of  the  corporation  may  elect  one  or 
more  liquidators,  who  may  be  stockholders  or  outsiders ; 
they  are  removable  unless  expressly  nominated  by  the  char- 
ter or  articles  of  incorporation. 

Duties  of  Liquidators  (Leurs  Devoirs) 

They  must  take  an  inventory  of  assets,  and  prepare  a 
statement  of  affairs ;  they  must  realize  the  assets,  and  pay 
the  liabilities.  No  capital  must  be  repaid  to  stockholders 
until  after  all  the  ordinary  creditors  have  been  paid  in  full. 
Any  balance  of  assets  must  be  divided  in  cash  or  kind 
amongst  the  stockholders  of  the  corporation. 

Liquidators  must  protect  the  assets  of  the  corporation, 
keep  accounts,  and  draw  up  statements  of  affairs,  and  com- 
municate them  to  the  stockholders. 

Liquidators  are  responsible  to  stockholders,  for  their 
management  of  the  liquidation,  during  the  thirty  years  after 
the  close  of  the  liquidation. 

Powers  of  Liquidators  (Leurs  Pouvoirs) 

Liquidators  may  do  all  necessary  acts  for  the  proper 
conduct  of  the  liquidation.  They  may  especially  sell  goods, 
sue  debtors,  pay  creditors  from  the  available  funds,  and  sue 
and  defend  actions  in  the  name  of  the  corporation. 

They  must  not  borrow,  mortgage  or  sell  real  property, 
nor  make  any  compromises  or  arrangements  with  debtors 
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or  creditors,  except  by  consent  of  the  judge  in  charge  of  the 
liquidation. 

For  all  acts  done  for  the  liquidation  the  corporation  is 
liable,  not  the  liquidator  personally. 

Procedure  in  Liquidation 

The  French  bankruptcy  law  applies  generally  to  the  de- 
tails of  the  liquidation  of  a  corporation.  It  differs  in  many 
important  respects  from  American  and  English  bankruptcy 
law,  but  it  is  much  too  long  and  complicated  to  be  stated  in 
full  within  the  limits  of  the  present  book ;  a  summary  is 
given  in  these  pages. 

The  chief  differences  between  French  and  American 
bankruptcy  law  are  here  explained. 


IMPORTANT  POINTS  IN  FRENCH  BANKRUPTCIES 
AND  LIQUIDATIONS 

Declaration  of  Bankruptcy.    (Declaration  de  Faillite) 

Only  traders  (commer^ants,  negociants),  partnerships, 
and  commercial  firms  and  corporations  can  be  declared  in- 
solvent by  the  Courts.  Nc-i-traders  and  civil  corporations 
cannot  be  made  bankrupt,  tl:cy  are  "en  deconfiture"  (in  dis- 
arrangement) and  they  may  continue  to  be  permanently 
insolvent  without  any  chance  of  relief  by  law.  Imprison- 
ment for  debt  is  not  allowed  in  France. 

A  creditor  (creancier)  for  any  amount,  however  small, 
which  is  overdue  for  payment,  can  present  a  petition 
(requete)  in  bankruptcy  against  a  trader  or  a  corporation ; 
the  hearing  is  within  seven  days  at  the  local  Tribunal  of 
Commerce. 

The  practice  in  bankruptcy,  as  regards  stock  corpora- 
tions, partnerships  and  individual  traders,  is  practicallv 
alike. 
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A  declaration  of  bankruptcy  made  by  the  commercial 
court  (le  Tribunal  de  Commerce)  takes  effect  immediately ; 
appeal  may  be  made  against  the  adjudication,  (the  legal 
declaration  of  a  state  of  insolvency),  but  this  will  not  delay 
the  trustee  giving  effect  to  it. 

The  Tribunal  of  Commerce  nominates  an  official  trustee 
(le  Syndic),  and  appoints  one  of  its  judges,  who  is  a  busi- 
ness man  not  a  lawyer,  to  supervise  the  bankruptcy  pro- 
ceedings. 

He  is  called  "le  Juge-commissaire,"  and  tiie  trustee  must 
refer  all  important  matters  to  him  for  approval.  His  de- 
cisions are  always  supported  by  the  Tribunal  of  Commerce 
and  the  Courts  of  Appeal  will  generally  refuse  to  interfere 
with  his  management  or  his  actions.  The  judges  of  the 
Tribunal  of  Commerce  are  elected  by  the  chief  business  men 
of  the  district  from  amongst  themselves.  The  position  is 
one  of  some  honor;  it  is  unpaid. 

The  most  important  point  in  the  bankruptcy  or  liquida- 
tion is  the  commencement  of  the  suspension  of  payments 
("cessation  de  paiements"),  i.  e.,  the  date  on  which  the 
corporation  ceased  paying  its  bills  of  exchange  and  other  due 
accounts.  For  this  reason  foreign  corporations  give  par- 
ticular attention  to  paying  bills  of  exchange  at  the  exact 
due  dates,  so  as  to  avoid  protests  being  recorded  against 
their  names. 

The  protesting  of  a  corporation's  acceptances  is  a  proof 
of  its  insolvency.  A  corporation  which  continues  to  pay  its 
accounts  when  due  and  which  (by  renewals  or  otherwise) 
avoids  protests  of  its  bills,  or  executions,  would  not  be  de- 
clared insolvent  by  the  Court  merely  because  it  was  tem- 
porarily embarrassed,  but  the  Court  has  very  full  powers 
as  to  deciding  whether  a  corporation  is  insolvent  or  not. 

The  judges  are  business  men,  and  their  decisions  are 
based  on  the  facts  in  the  case. 

The  Tribunal  of  Commerce  can  fix  the  cessation  of  pay- 
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ments  at  any  time,  however  remote,  even  a  year  or  more 
before  the  date  of  the  petition. 

Specific  or  equitable  mortgages  and  issues  of  mortgage 
bonds,  made  after  that  date  or  within  15  days  before  it  are 
void. 

Landlords  may  claim  rent  of  leaseholds  for  2  or  3  years, 
and  also  damages  for  the  breach  of  a  lease. 

Arrangements  in  Bankruptcy  and  in  Liquidations 

The  following  is  the  most  usual  way  of  arranging  mat- 
ters at  the  meeting  of  creditors:  A  majority  in  number  of 
the  creditors  in  attendance,  representing  two-thirds  in  value 
of  the  admitted  unsecured  debts,  may  pass  a  resolution  for 
acceptance  of  any  fair  proposal  of  arrangement. 

A  large  percentage  of  each  debt  is  usually  cancelled,  and 
an  extended  period  allowed  for  payment  of  the  balance.  On 
the  confirmation  (homologation)  of  such  an  arrangement 
by  the  Tribunal  of  Commerce  it  becomes  a  "Concordat 
homologue"  (voluntary  arrangement),  which  is  binding  on 
all  creditors.  The  trustee  is  then  discharged  and  the  bank- 
rupt, or  the  corporation,  enters  again  into  possession  of  the 
business  and  may  continue  trading  without  interference,  so 
long  as  the  conditions  of  the  Concordat  are  complied  with. 

A  trader  may  voluntarily  have  himself  declared  bank- 
rupt, the  method  being  as  follows:  Within  15  days  after 
being  unable  to  pay  his  accounts  at  the  monthly  pay  day 
(echeance),  he  deposits  (1)  a  balance  sheet  and  profit  and 
loss  account,  (2)  a  declaration  of  his  inability  to  pay  his 
present  debts  at  their  due  dates,  and  (3)  a  list  of  all  his 
personal  property  and  liabilities  with  the  clerk  of  the  local 
Tribunal  of  Commerce.  These  statements  are  to  be  sworn 
as  correct. 

One  or  more  creditors  may  petition  the  Tribunal  of  Com- 
merce for  a  decree  of  bankruptcy  against  a  person,  corpora- 
tion or  company.  No  special  amount  of  indebtedness  is  re- 
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quired  for  the  petition.  The  petitioning  creditor  must  allege 
the  insolvency  of  the  debtor  and  give  facts  in  support.  The 
most  usual  and  the  strongest  proof  of  insolvency  is  that 
of  repeated  failures  to  pay  bills  of  exchange  at  their  due 
dates,  the  evidence  being  the  protests  as  shown  by  the 
books  of  the  huissier  (inferior  notary)  of  the  district. 

All  protests  of  bills  are  recorded  by  the  "huissiers,"  who 
demand  payment  from  the  persons  liable  after  dishonor. 
They  certify  the  protests  for  bankers  and  others.  Their 
records  are  legal  evidence  as  to  the  dishonoring  of  bills. 

After  hearing  the  petition  of  the  creditor,  the  Tribunal 
of  Commerce  appoints  one  of  its  judges  to  either  meet  the 
debtor  or  to  appoint  an  official  liquidator  ("liquidateur"  or 
"syndic")  to  interview  him.  If  the  result  is  to  show  that 
the  debtor  cannot  meet  his  engagements,  the  Tribunal  of 
Commerce  at  once  declares  the  debtor  to  be  bankrupt  (en 
etat  de  cessation  de  paiements).  A  hearing  in  open  court 
follows.  In  the  case  of  a  swindle,  the  Tribunal  of  Commerce 
may  declare  a  trader  or  a  corporation  to  be  bankrupt  in 
order  to  begin  a  criminal  prosecution  for  fraudulent  bank- 
ruptcy. 

Insufficiency  of  Assets.     (Insuffisance  d'Actif) 

If  the  assets  are  insufificient  to  pay  the  expenses  of  the 
bankruptcy,  the  proceedings  are  closed  and  all  creditors 
recover  their  rights  to  sue  the  debtor  and  to  issue  executions 
on  any  property  they  may  discover. 

Discharge  of  the  Bankrupt 

A  bankrupt  cannot  obtain  his  legal  discharge  by  any 
other  means  than  that  of  paying  all  his  debts  in  full,  to- 
gether with  all  expenses  and  interest  to  date,  but  he  may 
make  an  arrangement  with  creditors  by  which  they  cancel 
a  portion  of  his  debts  and  relieve  him  from  liability  on  pay- 
ment of  the  balance. 
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Future  Liability  of  Bankrupt 

This  is  a  matter  which  does  not  trouble  French  bank- 
rupts, because  (in  case  a  friendly  arrangement  is  not  agreed 
to),  after  abandoning  all  their  property  to  the  trustee  they 
are  entitled  to  recommence  trading  at  once,  either  on  their 
own  account  or  in  partnership,  on  credit  or  otherwise.  Any 
property  acquired  later  is  not  liable  to  be  taken  by  the 
creditors  of  the  bankruptcy,  provided  that  it  has  been  ac- 
quired by  the  subsequent  work  or  trading  of  the  bankrupt. 

Any  assets  which  were  concealed  from  the  Trustee  can 
be  seized  at  any  later  date,  when  their  existence  becomes 
known. 

Trading  in  Wife's  Name 

It  is  a  common  practice  for  a  French  bankrupt  to  recom- 
mence trading  in  his  wife's  name.  By  French  law  a  married 
woman  requires  the  legally-declared  and  published  consent 
of  her  husband  before  she  can  trade. 

Her  separate  property  nominally  belongs  to  him,  but  it 
cannot  be  seized  for  his  debts  if  she  makes  a  legal  declara- 
tion reserving  it  to  herself,  the  husband  consenting.  This 
is  called  the  "separation  de  biens." 

No  creditor  of  the  husband  can  then  attack  the  business 
carried  on  in  the  wife's  name. 

American  Corporations 

An  American  corporation  or  company  carrying  on  busi- 
ness in  France,  or  having  a  branch  or  agency  there,  may 
be  declared  bankrupt  l)y  a  French  Tribunal  of  Commerce, 
at  the  instance  of  French  creditors.  The  bankruptcy  pro- 
ceedings would  only  attect  the  corporation's  property  actu- 
ally available  for  French  creditors  in  France.  The  proceed- 
ings would  have  no  effect  whatever  on  the  American  prop- 
erty of  the  corporation,  nor  on  its  legal  existence  in  the  state 
where  it  was  incorporated. 
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The  American  corporation's  business  dealings  in  France, 
with  Frenchmen  or  French  firms,  would  be  dealt  with  by 
the  rules  of  French  law. 

It  should  be  noted  that  in  France  the  plaintiff  and  de- 
fendant each  pay  their  own  lawyer  and  barrister  whether 
they  win  or  lose.  The  fees  are  paid  in  advance,  the  expense 
oeing  estimated  and  an  account  being  delivered  at  the  end 
of  the  procedure.  L-itigation  expenses  are  lower  in  France 
than  in  America. 

The  Procedure  in  Bankruptcy 

The  first  duties  of  the  syndic  (trustee)  are  as  follows : 

(1)  To  place  seals  on  the  property  of  the  bankrupt  or  cor- 

poration ; 

(2)  To  sell  perishable  goods  and  to  dispose  of  onerous 

(troublesome  or  expensive)   property; 

(3)  To  carry  on  the  business  until  it  has  been  decided 

whether  it  will  be  continued  or  not ; 

(4)  To  get  in  all  debts  due ; 

(5)  To  register  liens  on  the  real  estate  of  the  bankrupt  or 

corporation  on  behalf  of  the  creditors ; 

(6)  To  do  what  is  necessary  to  protect  the  interests  of  the 

bankrupt    or    the     insolvent    corporation     against 
debtors. 

The  trustee  acts  on  the  instructions  of  the  juge-commis- 
saire  and  all  important  matters  must  be  submitted  to  him 
for  decision. 

All  mail  addressed  to  the  bankrupt  or  insolvent  corpora- 
tion is  taken  possession  of  by  the  trustee  from  the  date  of 
the  bankruptcy. 

Single  traders  or  partners  are  entitled  to  allowances  for 
living  expenses  during  the  bankruptcy  proceedings. 

A  balance  sheet  or  statement  of  aflfairs  is  to  be  drawn 
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up  by  the  insolvent  debtors  or  corporation,  checked  by  the 
trustee,  and  filed  by  him  with  the  Tribunal  of  Commerce  as 
early  as  possible. 

The  trustee  may  enter  or  defend  actions  in  the  name 
of  the  bankrupt  or  corporation,  and  may  allow  time  to 
debtors  for  payment  of  debts  or  may  make  compromises, 
but  he  cannot  write  off  bad  debts  without  the  consent  of 
the  juge-commissaire. 

All  receipts  by  the  trustee  must  be  paid  into  the  "Caisse 
des  depots  et  consignations"  (a  fund  controlled  by  the  Gov- 
ernment), and  can  only  be  withdrawn  on  the  order  of  the 
juge-commissaire. 

Within  15  days  after  his  appointment  the  trustee  must 
make  a  report  on  the  financial  position  of  the  estate  (prop- 
erty) of  the  bankrupt  or  corporation  and  also  state  the  chief 
causes  of  the  failure.  This  report  is  delivered  to  the  "Min- 
istere  public"  (Department  of  the  Public  Prosecutor),  which 
supervises  all  bankruptcy  proceedings  and  has  the  right  to 
prosecute  fraudulent  bankrupts  or  directors. 

Proving  of  Creditors'  Claims 

The  trustee  gives  notice,  by  advertisement  and  by  mail, 
that  all  creditors  are  to  produce  to  him  the  proofs  of  their 
claims  within  a  stated  time.  Foreign  creditors  are  allowed 
longer  delays,  according  to  distance. 

For  claims  admitted  (creances  admises)  by  the  trustee, 
he  gives  a  certificate  of  acknowledgment  (I'admission)  to 
the  creditor,  signed  by  the  juge-commissaire.  Within  8 
days  after  admission  of  the  claim  the  creditor  must  make  an 
affidavit  of  its  correctness.  Disputed  claims  (creances  con- 
testees)  are  settled  by  the  Tribunal  of  Commerce  at  a  hear- 
ing.   The  parties  may  appear  and  plead  personally. 

If  a  formal  claim  is  not  made,  the  trustee  will  not  pay 
any  dividend  to  the  creditor,  and  the  bankrupt  or  the  in- 
solvent corporation  may  be  discharged  from  liability.     It 
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is  therefore  important  that  the  claim  should  be  made,  how- 
ever late. 

Creditors'  Meeting 

After  the  claims  of  creditors  have  been  examined  and 
admitted  or  rejected,  all  the  creditors  are  summoned,  by 
advertisement  and  by  separate  notices,  to  attend  the  first 
meeting-  of  creditors,  to  which  the  Syndic  presents  his  re- 
port. Attendance  may  be  in  person  or  by  proxy,  but  the 
proxy  (pouvoir)  must  be  in  legal  form,  and  it  is  examined 
by  the  judge,  (A  form  of  proxy  for  foreign  creditors  is 
given  later  in  this  section.) 

The  bankrupt,  or  the  directors  and  managers  of  an  in- 
solvent corporation,  must  be  present  at  the  meeting  in  order 
to  answer  any  questions  of  the  creditors  and  so  that  they 
may  present  any  proposals  for  an  arrangement.  The  objects 
of  the  meeting  are  for  the  creditors  to  decide  whether  to  (1) 
cancel  a  portion  of  their  claims  against  the  bankrupt  (or 
corporation)  and  to  restore  the  business  to  him  on  his  under- 
taking to  pay  the  balance  of  the  debts  by  instalments  (this 
would  be  called  a  "concordat  simple"),  or  (2)  to  refuse  to 
make  an  arrangement,  and  in  that  case  to  instruct  the  trus- 
tee to  realize  all  the  assets  and  distribute  them  equitably 
amongst  the  ordinary  creditors,  after  paying  all  preferred 
creditors  and  the  expenses  of  the  bankruptcy  (this  is  called 
"runion"),  (3)  by  a  special  concordat  the  debtor  may  agree 
to  deliver  to  the  creditors  a  part  or  all  of  his  assets  on  condi- 
tion of  being  entirely  discharged  from  his  debts  (this  is 
called  "le  concordat  par  abandon  d'actif"). 

Usually  the  debtor,  or  a  director  of  the  insolvent  cor- 
poration, presents  to  the  creditors  a  proposal  for  an  ar- 
rangement. The  creditors  may  then  make  counter  pro- 
posals. 

The  vote  is  then  taken  by  show  of  hands.  Only  unse- 
cured creditors,  whose  claims  have  been  admitted,  and  their 
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legal  proxies  (representants),  may  vote.     A  secured  cred- 
itor must  not  vote,  unless  he  abandons  his  security. 

The  majority  required  for  accepting  an  arrangement  is 
(1)  a  majority  in  number  of  the  admitted  creditors  and 
their  proxies,  and  (2)  two-thirds  in  value  of  the  admitted 
unsecured  claims.  If  agreed  to  the  contract  of  the  arrange- 
ment must  be  signed  by  the  consenting  creditors  at  once, 
before  leaving  the  meeting,  otherwise  it  is  void. 

If  an  arrangement  is  agreed  to  by  a  majority  in  number 
which  does  not  represent  two-thirds  in  value,  or  by  two- 
thirds  in  value  but  not  in  number  of  those  present,  the 
meeting  must  be  adjourned  for  a  week.  If  both  majorities 
are  not  then  obtained,  the  proposals  for  arrangement  fail, 
and  the  creditors  are  said  to  be  in  a  state  of  "union"  and  are 
entitled  to  realize  the  assets  and  pay  themselves  out  of  the 
proceeds. 

On  the  rejection  of  the  debtor's  proposals,  another 
meeting  must  be  called  by  the  Syndic  at  once,  all  creditors 
being  summoned.  The  meeting  decides  whether  to  con- 
tinue the  same  trustee  or  to  appoint  a  new  one.  It  is  open 
to  the  creditors  at  this  meeting  to  accept  the  old,  or  any 
new,  arrangement  with  the  bankrupt,  if  approved  by  the 
necessary  majority  in  number  (en  nombre),  and  a  two- 
thirds  majority  in  value  (en  sommes)  of  admitted  claims. 
Unless  this  is  done,  the  meeting  decides  on  the  methods  of 
realization. 

Real  estate  is  usually  sold  within  8  days,  the  reserve 
price  being  fixed  by  the  judge;  any  creditor  who  is  dis- 
satisfied with  the  price  at  which  it  has  been  sold  can  buy 
it  himself  by  making  a  bid  (surenchere)  of  10  per  cent  more. 

Goods  and  other  personal  property  are  sold  by  the  trus- 
tee, with  the  consent  of  the  judge,  at  the  best  price  obtain- 
able. 

Merchandise  consigned  to  the  bankrupt,  for  sale  on 
commission,  may  be  claimed  by  the  owner.  Goods  and 
machinerv  hired  mav  also  be  reclaimed. 
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Order  of  Payments 

From  the  sums  received  on  the  realisation  of  the  assets, 
claims  are  paid  in  the  following  order: 

(1)  The  expenses  of  the  bankruptcy,  including  the  trus- 

tees' remuneration.  (The  juge-commissaire  re- 
ceives no  pay.) 

(2)  In  the  case  of  a  sole  trader  the  amounts  allowed  to 

him  for  maintenance  of  himself  and  family  during 
the  bankruptcy  proceedings; 

(3)  Privileged   creditors    (creanciers   privilegies)    for   the 

following  expenses  in  the  case  of  a  sole  trader: 

(a)  funeral  expenses  of  a  bankrupt  (le  failli)  ; 

(b)  expenses  of  the  bankrupt's  fa^al  illness ; 

(c)  salaries  and  wages  of  employees ; 

(d)  personal  and  family  expenses,  of  the  bankrupt; 

(e)  costs    of    defending    any    criminal     proceedings 

against  the  bankrupt; 

(f)  debts  due  to  the  state. 

(4)  Creditors    for   mortgages   on   real   estate    (creanciers 

hypothecaires)  and  on  fixed  assets,  such  as  plant 
and  machinery  (creanciers  nantis).  If  the  property 
mortgaged  does  not  realize  sufficient  to  repay  the 
mortgage,  the  balance  may  be  claimed  as  an  ordi- 
nary unsecured  debt. 

(5)  Creditors  secured  by  pledge  (gage)  may  release  their 

securities  and  claim  for  any  balance.  Creditors  se- 
cured by  guarantee  (creanciers  garantis)  may  call 
on  the  guarantors  to  pay  and  may  also  claim  as 
unsecured  creditors  for  a'ny  unpaid  balance. 

(6)  (a)   Owners  of  goods  consigned  to  the  bankrupt  as 

selling  agent  and  (b)  creditors  on  current  accounts, 
for  mutual  transactions  in  bills  of  exchange 

(7)  Unsecured    creditors'    claims    (la    masse)    for    goods 

supplied. 
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Concealment  of  Assets  (le  dol) 

The  concordat  which  has  been  accepted  by  creditors  and 
approved  by  the  Tribunal  of  Commerce  can  only  be  an- 
nulled by  reason  of  fraudulent  concealment  of  assets  or 
the  inclusion  of  fictitious  claims  of  creditors.  These  acts 
make  the  persons  responsible  for  them  liable  to  imprison- 
ment and  heavy  fines ;  in  addition  the  claims  of  all  creditors 
are  revived  in  full.  Action  may  be  taken  within  ten  years 
after  discovery  of  the  facts. 

Appointment  of   Representative  for  Bankruptcy  Proceed- 
ings 

An  American  corporation  having  a  claim  against  a 
bankrupt  trader  or  insolvent  French  company  should  ap- 
point an  agent  to  attend  the  meetings  of  creditors  and  to 
prove  the  debt. 

The  appointment  must  be  by  a  power  of  attorney  in 
French,  certified  by  a  notary  public  as  a  deed.  No  other  au- 
thority will  be  recognized  by  the  trustee  and  it  is  useless 
trying  to  get  claims  admitted  by  ordinary  correspondence. 

The  power  of  attorney  may  be  in  favor  of  an  American 
or  of  a  French  agent  or  lawyer.  There  are  several  Ameri- 
can lawyers  in  Paris. 

If  the  claim  is  made  by  an  American  sole  trader  or 
partnership,  the  power  of  attorney  must  be  signed  with  the 
full  names.  An  important  part  of  the  execution  of  the  deed 
is  that  just  above  the  creditor's  signature  he  must  write, 
in  his  own  hand,  the  words  "Bon  pour  pouvoir."  If  part- 
ners sign,  each  must  write  these  words  before  his  own 
signature.  For  corporations,  a  certified  copy  of  a  resolution 
of  the  directors  authorising  the  appointment  of  an  agent  is 
required,  in  addition  to  the  power  of  attorney.  This  latter 
must  be  executed  under  the  seal  of  the  corporation  by  the 
officers  who  are  named  in  the  resolution  of  the  directors. 
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The  president  and  secretary  must  certify  the  copy  of 
the  resolution. 

The  following  is  a  common  form  of  power  of  attorney, 
with  a  translation.  A  detailed  statement  of  claim  (bor- 
dereau) should  accompany  this  document,  and  it  should  be 
signed  at  the  end  with  the  words  "Certifie  sincere  et 
veritable"  in  the  writing  of  the  creditor,  followed  by  his 
signature. 

Power  of  Attorney 

POUVOIR 

Je,  soussigne  (name  of  creditor)  negociant  demeurant  a 
(address  of  creditor)  donne  pouvoir  a  M.  (name  of  agent 
in    France)     demeurant    a    Paris,   rue     (name  of    street) 

No ,  de  representer  a  la  faillite  de  (name  of 

bankrupt  or  insolvent  corporation),  negociant  de  (dealer 
in ...)■ 

En  consequence  requerir  toutes  oppositions,  recon- 
naissances et  levees  de  scelles,  proceder  a  tous  inventaires 
et  recollements  et  faire  en  procedant,  tous  dires,  requisitions 
et  reserves,  demander  la  creance  nomination  de  tous  syndics 
definitifs,  presenter  toutes  requetes  et  faire  tous  dires  et 
observations;  faire  verifier  ma  creance,  en  affirmer  la  sin- 
cerite  comme  je  Taffirme  par  ce  present  pouvoir,  verifier, 
admettre  ou  rejeter  tous  titres  produits  par  les  autres 
creanciers  se  faire  rendre  compte  de  I'etat  de  la  dite  faillite, 
prendre  part  a  toutes  deliberations ;  consentir  toutes  remises, 
accorder  termes  et  delais ;  traiter,  transiger,  composer  a  cet 
eflfet,  signer  tous  actes,  tous  concordats  ou  arrangements 
particuliers,  s'y  opposer  meme  par  les  voies  extraordinaires ; 
me  representer  ou  faire  representer  a  toutes  audiences  du 
Tribunal  de  Commerce,  soit  en  demandant,  soit  en  defend- 
ant sur  tous  incidents,  remettre  ou  retirer  tous  titres  et 
pieces,  toucher  tout  dividende,  en  donner  quittance,  sub- 
stituer  tout  ou  partie  des  presentes ;  et  generalement  faire 


"Bon  pour  pouvoir" 
(Signature  of  creditor) 
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tout  ce  qui  sera  necessaire,  quoique  non  prevu  en  ces  pre- 
sentes;    promettant   I'avouer    et   lui   tenir   compte    de    ses 
debourses  et  honoraires. 
Fait  a  (New  York). 

Le (date) 

Certifie  le  present 
Pouvoir  sincere  et  veritable 
par  le  mandataire  soussigne, 
a  (New  York)  le  (date) 

TRANSLATION 

Power  of  Attorney  to  represent  a  creditor  in  a  Bank- 
ruptcy. 

I,  the  undersigned   (nante),  residing  at 

hereby  give  power  to  Mr.  (name  of  agent  in  France),  re- 
siding at   (name  of  street),  Paris,  to  represent  me  in  the 

bankruptcy  of   (name  of  debtor  or  insolvent 

corporation),  of  (town  in  France  and  address),  and  in 
consequence  demand  the  affixing  of  the  seals  and  with- 
drawal thereof,  to  proceed  to  draw  up  all  inventories,  and 
proofs,  to  make  in  the  preceding  all  observations,  requisi- 
tions and  reserves,  demand  the  appointment  of  definitive 
trustees,  present  all  petitions,  and  make  all  remarks  and  ob- 
servations, obtain  the  verification  of  my  claim,  affirm  its 
sincerity  as  I  affirm  it  by  these  presents,  verify,  admit  or 
reject  all  or  any  documents  produced  by.  other  creditors, 
obtain  information  as  to  the  position  of  the  said  bankruptcy, 
take  part  in  all  deliberations,  consent  to  adjournments,  give 
time,  treat,  settle,  set  of¥  for  this  purpose,  sign  all  docu- 
ments, compositions,  or  special  arrangements,  or  oppose 
the  same  by  all  legal  means,  represent  me,  or  cause  me  to 
be  represented,  at  all  hearings  at  the  Tribunal  of  Commerce, 
either  as  applicant  or  defendant  in  all  cases,  hand  in  or 
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withdraw  all  papers  and  documents,  receive  dividends  and 
give  receipts  for  same,  appoint  a  substitute  in  relation  to 
all  or  part  of  these  presents,  and  generally  do  all  that  may 
be  necessary,  even  though  not  provided  by  these  presents, 
promising  to  acknowledge  the  same,  and  to  pay  his  fees  and 
disbursements. 

Given  at  (New  York) 

this day  of ,19     . 

Good  for  power  of  attorney. 


(Signature  of  creditor.) 


FRENCH  STOCK  BROKERAGE 
STAMP  RATES  FOR  1921 

Official  Brokerage  Charges — For  securities  dealt  in  on 
the  Parquet,  by  official  brokers  (agents  de  change). 

(1)  French  Government  Loans;  .0015%  on  amount  of  pur- 
chase or  sale  price;  minimum  commission,  50  centimes. 

(2)  Loans  of  Colonies  and  Countries  under  protection  of 
French  Government,  and  Loans  of  Departments  and 
Cities  of  France,  Bonds  of  State  Railways,  Bonds  of 
Credit  Foncier,  .0020%  on  amount  of  purchase  or  sale 
price ;  minimum  commission,  75  centimes. 

(3)  All  other  securities,  shares  and  bonds,  selling  under  50 
francs,  15  centimes  per  share  or  bond. 

Selling  at  50  francs,  and  up  to  and  including  100  francs 
30  centimes  per  share  or  bond. 

Shares  and  bonds  selling  over  100  francs,  foreign  loans, 
and  all  securities  not  mentioned  above,  .003%  of 
amount  of  purchase  or  sale  price  ;  minimum  commission 
fr.  1.50. 
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Unofficial  Market — Securities  dealt  in  by  the  Coulisse, 
as  follows  : 

(4)  Securities  quoted  in  percentages;  .004%  on  the  amount 
of  purchase  or  sale  price. 

(5)  All  other  prices;  securities  selling-  for  25  francs  and 
under,  0.25  per  share  or  bond. 


Securities 

Up  to  and 

Rate  per 

Selling  Above. 

Including. 

Share  or  Bond 

^■i    frs 

0  2S  frs 

25  frs. 

75   " 

yj.uj     1 1  J. 

O.SO    " 

75    " 

150  " 

1.00    " 

150    " 

250   " 

1.50    " 

250    " 

350  " 

2.00    " 

350    " 

500  " 

2.50    " 

500    " 

650  " 

3.00    " 

650    " 

800  " 

3.50    " 

800    " 

1,000   " 

4.00    " 

1,000     "    and  over 

004%  on  the  amount  of  f 

)urchase  or  sale  price 

Stamp  Duty  on  Dealings 

There  is  a  Government  duty  of  frs.  0.15  per  1,000  frs.  on  the  amount 
of  purchase  or  sale  price,  except  for  French  Government  Bonds,  which 
are  charged  frs.  0.05  per  frs.  4,000  (1^  per  1,000),  on  the  amount  of  the 
sale  or  purchase. 


French  Stock  Exchange  Practice 

PART  I 

LA^VS  AND  RULES  OF  THE  PARIS 
STOCK  EXCHANGE 

The  Legal  Position  of  Stockbrokers  in  France 

The  chief  laws  relating  to  Stockbrokers  are  those  of 
the  2nd  July,  1862,  28th  March,  1885,  and  the  7th  of  August, 
1890. 

Definition  of  "Bourse" 

The  Commercial  Code,  section  71,  defines  a  Bourse  as 
being  an  assembly,  under  government  sanction,  of  business 
men,  ships'  captains,  stockbrokers  (Agents  de  Change), 
and  commercial  brokers  (courtiers). 

The  word  "Bourse"  is  extended  to  mean  the  place  where 
such  meetings  are  held,  and  also  the  total  transactions  of 
any  one  day,  as  in  the  expression,  "the  Bourse  fell"  (prices 
fell). 

The  Bourses  are  open  to  all  citizens  with  the  exception 
of  minors  not  in  trade,  women  (even  though  traders),  con- 
victs, and  undischarged  bankrupts. 

Definition  of  Brokers 

To  facilitate  business  in  Government  securities  (effets 
publics),  and  in  negotiable  securities  generally,  such  as 
shares  and  debentures  (bonds),  the  services  of  Agents  de 
Change  are  employed.  For  other  business,  such  as  the  sale 
of  goods,  and  marine  insurance,  brokers  (courtiers)  are 
employed. 
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Dealings  in  Government  Securities 

All  dealings  in  government  securities,  when  they  are 
not  directly  between  private  individuals,  must  be  made 
through  Agents  de  Change. 

Agents  de  Change 

They  are  recognized  as  officers  of  the  government, 
whose  principal  business  is  to  carry  on  dealings,  for  the 
account  of  their  customers,  by  negotiating  sales  and  pur- 
chases of  government  and  other  securities  on  the  Bourse. 

The  qualifications  of  an  Agent  de  Change  are  as  fol- 
lows: he  must  be  of  French  nationality;  of  at  least  25  years 
of  age;  entitled  to  all  civil  and  political  rights;  and  must 
have  performed  his  military  service  or  satisfied  the  law  as 
to  such  service ;  he  must  produce  a  certificate  of  fitness  and 
good  character,  signed  by  the  heads  of  several  banking  and 
commercial  firms ;  he  must  not  be  disqualified  by  any  of 
the  special  disqualifications  stated  in  law. 

Agents  de  Change  must  give  security;  in  Paris  the 
amount  is  fixed  at  $50,000  (250,000  frs.). 

They  may  nominate  a  successor  for  the  approval  of  the 
head  of  the  state,  the  President  of  the  Republic.  (In  prac- 
tice this  gives  the  right  to  sell  the  goodwill  of  a  valuable 
monopoly.) 

The  Bourses  are  divided  into  two  classes — those  which 
have  a  Parquet,  and  those  which  have  not. 

A  "Parquet"'  is  a  slightly  raised  platform,  in  the  Bourse, 
surrounded  by  a  balustrade;  Agents  de  Change  only  are 
permitted  to  enter  the  enclosure  so  formed.  The  Parquets 
are  restricted  to  Bourses  of  important  towns. 

In  the  centre  of  the  Parquet  is  "la  corbeille"  (the  bas- 
ket), a  circular  space,  surrounded  by  a  balustrade  abso- 
lutely closing  it. 

The  Agents  de  Change  form  a  circle  round  la  corbeille, 
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so  as  to  easily  see  and  converse  with  each  other  in  con- 
ducting their  business. 

The  Agents  de  Change  of  Bourses  which  have  a  Parquet, 
elect  their  own  professional  committee  (chambre  syndicate), 
and  they  have  the  monopoly  of  forming  a  society  for  ac- 
quiring and  carrying  on  their  business. 

They  may  form  partnerships  with  capitalists,  who  sup- 
ply working  capital,  on  the  following  conditions : 

(1)  There  must  be  only  one  person  in  the  firm  entitled 
to  act  as  Agent  de  Change ;  (2)  the  other  partners  must  be 
simply  financial  partners,  responsible  for  losses  to  the  ex- 
tent of  the  capital  contributed ;  (3)  the  holder  of  the  office 
of  Agent  de  Change  must  be  the  owner,  in  his  own  name, 
of  at  least  one-quarter  of  the  sum  representing  the  pur- 
chase-price of  the  business,  plus  the  amount  of  the  profes- 
sional security  given. 

The  partnership  must  be  publicly  disclosed,  otherwise  it 
is  void.  (It  should  be  noted  that  the  number  of  Agents  de 
Change  is  strictly  limited ;  in  Paris  there  are  only  70  of 
them.  As  they  have  a  monopoly  of  all  the  dealings  in  secu- 
rities quoted  officially,  and  as  each  member  may  nominate 
his  successor,  the  right  of  succession  realises  very  large 
sums.  Agents  de  Change  have  a  recognised  position  as  offi- 
cers of  the  French  Executive  Government.) 

Stock  Exchange  Committees  (Chambres  Syndicales) 

For  all  Bourses  which  have  a  Parquet,  there  is  a  com- 
mittee composed  of  Agents  de  Change,  elected  by  their 
confreres,  having  a  diairman  or  representative  called  a 
"Syndic,"  with  assistants,  whose  number  depends  upon  the 
number  of  Agents  de  Change. 

The  committee  enforces  order  and  discipline  amongst 
its  members.  The  committee  must  act  as  a  disciplinary 
committee,  in  seeing  that  each  member  restricts  himself 
within  the  legal  limits  of  his  professional  duties. 
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The  committee  also  publishes  the  official  list  of  market 
prices,  supervises  the  periodical  settlements,  and  decides 
on  the  admission  of  securities  to  quotation  in  the  official  list. 

For  Bourses  which  have  no  Parquet,  the  Agents  de 
Change  unite  with  the  produce  and  marine  insurance 
brokers  so  as  to  form  a  joint  professional  committee. 

Functions  of  Agents  de  Change 

They  conduct  negotiations,  in  personal  property,  for  the 
account  of  other  persons ;  they  publish  officially  the  market 
prices  of  government  securities,  and  of  all  other  securities 
capable  of  being  quoted ;  they  may  negotiate  bills  of  ex- 
change/ and  trade  bills.  (The  negotiation  of  bills  of  ex- 
change, however,  has  been  abandoned  in  favor  of  bankers.) 

EfTets  Publics  (Government  Securities) 

These  include  interest-bearing  securities  issued  by  the 
government  (rentes  sur  I'Etat),  French  Treasury  Bonds, 
and  securities  issued  by  provinces  (departements)  and  mu- 
nicipalities. 

Effets  Prives 

All  securities  issued  by  corporations  or  by  associations 
not  subject  to  the  control  of  the  government  or  public 
authorities,  are  efifets  prives  (private  securities). 

Agents  de  Change  have  the  exclusive  right  of  dealings 
on  the  Bourse  in  securities  which  are  allowed  to  be  quoted 
in  the  official  list,  but  this  monopoly  does  not  prevent  any 
private  person  selling  direct  to  another  person  on  his  own 
account. 

When  registered  (nominatif)  securities  are  sold,  the 
transfer  can  only  be  effected  by  an  Agent  de  Change  cer- 
tifying the  transfer. 

Any  person  carrying  on  the  business  which  is  the  mo- 
nopoly of  Agents  de  Change  commits  a  breach  of  the  law, 
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punishable  by  fines;  all  dealing  or  negotiations  made  by 
any  unauthorised  intermediary  are  absolutely  void. 

Professional  Secrecy 

The  Agent  de  Change  must  not  disclose  the  name  of  the 
person  for  whom  he  buys  or  sells.  For  this  reason,  all 
dealings  are  made  in  the  brokers'  own  names,  and  the 
transfers  of  sales  and  purchases  are  first  made  in  the  names 
of  the  Agents  de  Change. 

Accounts  and  Receipts  (Bordereaux  et  Recepisscs) 

Agents  de  Change  must  deliver  signed  accounts  to  their 
customers,  showing  the  dealings  made  on  their  account. 
Receipts  must  be  given  for  all  securities  and  moneys  re- 
ceived from  customers.  For  cash  dealings,  the  Agent  dc 
Change  may  require  from  his  customer  the  delivery  of  the 
securities  to  be  sold,  or  the  deposit  of  the  funds  for  a  pur- 
chase, before  any  dealings  are  made. 

For  transactions  for  the  settlement,  he  has  the  right  to 
demand  the  deposit  of  sufficient  cover. 

Prohibited  Transactions 

Agents  de  Change  must  not,  under  any  circumstances, 
or  for  any  reason  whatever,  carry  on  trading  or  banking 
operations  for  their  own  account,  under  penalty  of  expul- 
sion. 

Bankruptcy 

The  bankruptcy  of  an  Agent  de  Change  is  considered 
as  a  fraudulent  bankruptcy,  rendering  him  liable  to  imme- 
diate arrest  and  other  penalties,  even  under  circumstances 
where  it  would  not  be  so  considered  in  the  case  of  a  trader. 

Differences ;  Gambling  and  Wagering  Defences 

By  clause  1865,  of  the  Civil  Code  of  laws,  iio  legal  action 
could  be  taken   for  the  recovery  of  gambling  debts.     By 
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the  law  of  28  March,  1885,  dealings  for  the  settlement,  and 
in  futures,  were  recognised,  and  debts  due  in  respect  of 
them  may  be  now  recovered  by  law. 

Middlemen 

Unless  otherwise  agreed  in  advance,  no  intermediary 
may  charge  to  his  customer  any  commission  on  Bourse 
transactions  except  that  charged  by  the  stockbroker  through 
whom  the  dealing  has  been  made.  The  customer  has  the 
right  to  demand  the  production  of  the  stockbroker's  ac- 
counts with  the  intermediary.  In  default  of  the  produc- 
tion of  such  accounts,  the  customer  may  refuse  to  pay  any 
alleged  losses  and  may  even  recover  any  sums  deposited 
with  the  intermediary  as  cover.  No  intermediary  may  re- 
cover any  losses  from  customers  unless  proved  to  arise 
from  actual  dealings  on  the  Bourse  for  the  account  of  the 
customer. 

A  customer  may  sue  an  intermediary  for  the  profits 
which  would  have  been  made  if  the  orders  given  by  the 
customer  had  been  carried  out  on  the  Bourse. 

The  onus  of  proof  of  actual  dealings  having  been  made, 
rests  on  the  intermediary. 

No  pleading  of  gambling  or  wagering  is  admitted  as  a 
repudiation  of  a  debt  due  on  dealings  in  securities.  Specu- 
lation is  recognised  and  differences  are  valid  debts,  recov- 
erable by  law. 


STOCKBROKERS'    CHARGES    ON    THE    PARIS 
BOURSE 

The  official  Agents  de  Change  are  the  only  persons  en- 
titled to  buv  or  sell,  on  the  Bourse,  securities  quoted  in 
the  Official  List. 
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The  commissions  here  stated  are  the  minimum  charges, 
and  no  stockbroker  is  allowed  to  reduce  them  under  any 
circumstances. 

The  stockbroker  may,  and  usually  does,  share  his  com- 
mission with  the  intermediaries  who  bring  him  buying  or 
selling  orders.  This  is  permitted. 

Note  (Jan.,  1921)  :  These  are  the  rates  quoted  in  nor- 
mal times ;  as  regards  an  American  customer  the  large  dis- 
count on  French  exchange  makes  the  present  higher  rates 
of  commission  really  cheaper. 

1.  Dealings     for     judgments 

and  legal  proceedings.  ...    %  P^r  cent,  on  the  considera- 
tion. 

2.  For  cash,  for  all  securities, 

including      the       French 

Rente 1/lOth  of  1  per  cent,  on  the 

consideration ;  minimum, 
10c. 

3.  For  the  settlement: 

(a)  Rente 12.50  frs.   per  1,500  frs.   in- 

come, of  3  per  cent.  Rente. 
($21/2  per  $300  income; 
$10,000  par  of  capital). 

(b)  Foreign       Government 

Securities  25  frs.  for  the  smallest  quan- 
tity negotiable  for  the  set- 
tlement, and  further  quan- 
tities in  the  same  propor- 
tion. 

(c)  Shares       and       bonds, 

Quoted  below  250  frs..  .    25    centimes    per    share    or 

bond. 
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Quoted     between     250 

and    500  frs 50    centimes    per    share    or 

bond. 
Quoted  above  500  frs..    1/lOth  per  cent,  on  the  con- 
sideration. 

4.  On  all  transactions  carried 
forward : 

(a)  French  Rente 12.50  frs.  per  1,500  frs.  of  in- 

come from  the  3  per  cent. 
Rente  ($21/0  per  $10,000 
par  of  capital). 

(b)  On  all  other  securities; 

for  securities  subject  to    l/20th  of  1  per  cent,  on  the 
the  double  liquidation.        consideration. 
For    securities    subject 

to  the  monthly  settle-   l/12th  of  1  per  cent,  on  the 

ment    consideration. 

For  government  securi- 
ties quoted  above  60 

frs 15  frs.  on  the  smallest  quan- 
tity negotiable  for  the  set- 
tlement, and  further  quan- 
tities in  the  same  propor- 
tions. 

For  partly  paid  shares  the  duty  is  reckoned  on  the  sell- 
ing price,  less  any  allowance  for  unpaid  calls. 

When  two  transactions  take  place  on  the  same  securi- 
ties, during  the  same  day,  and  on  the  same  person's  order, 
only  one  commission  is  chargeable,  but  on  the  higher 
amount. 

This  concession  is  only  made  to  the  personal  customers 
of  each  Agent  de  Change;  intermediaries  receive  in  its 
place  a  percentage  of  the  double  commissions  charged. 
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FRENCH  TAXES  AND  STAMP  DUTIES  ON  SHARES 

AND  BONDS 

(1)  ALGERIAN  AND  FRENCH  COLONIAL  LOANS 

The  loan  securities  issued  by  Algeria  and  the  French 
Colonies  are  treated  like  French  Rentes  (French  Govern- 
ment bonds).  They  pay  no  stamp  duty  or  transfer  tax,  and 
are  not  subject  to  income  tax. 

(2)     FRENCH  COMPANIES 

(a)     Annual  Stamp  Duties  (Droit  de  Timbre) 

Laws  of  5th  June,  1850;  23rd  August,  1871,  30th  March, 
1872,  and  25th  June,  1920. 

Shares  (Actions) 

Taxe  d'Abonnement  (stamp  duty  compounded),  10 
centimes,  per  annum,  per  100  francs  of  the  par  value  of 
the  shares. 

If  the  shares  have  no  stated  par  value,  a  valuation  must 
be  furnished  by  the  company;  such  valuation  cannot  after- 
wards be  changed. 

NOTES. — The  compounded  stamp  duty  is  10  centimes  per  100  francs  (1/10 
of   1  % )   per  annum,  on  the  par  values. 

i?he  tax  is  payable  quarterly,  on  the  20th  of  each  of  the  months  of  January. 
April,  July,  and  October. 

Founders'  and  promoters'  shares  are  not  subject  to  this  annual  tax  until  after 
the  expiration  of  the  first  two  years,  during  which  time  they  are  not  negotiable  and 
are  in  the  custody  of  the  company. 

The  tax  on  the  total  authorized  capital  cannot  be  reduced,  even  if  the  capital 
of   the   company   is   afterwards    reduced. 

This  annual  tax  is  not  payable  by  companies  which  are  in  liquidation,  nor  by 
those  companies  which  have  not  paid  either  interest  or  dividends  on  their  shares 
during   the  previous  two  years. 

Bonds  (Obligations) 

The  taxe  d'abonnement  is  10  centimes  per  100  frs.,  on 
the  total  amount  of  the  bonds. 

NOTES. — The  tax  is  payable  quarterly,  on  all  bonds  which  have  not  been 
redeemed.     This  tax  must  be  paid  whether  the  company  has  earned  profits  or  not. 
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Ordinary  Stamp  Duty 

Where  stamp  duty  has  not  been  compounded,  it  is  1  per 
cent,  on  registered  shares  and  2  per  cent,  on  bearer  cer- 
tificates and  bearer  bonds. 


Tax  on  Dealings 

Every  purchase  and  sale  made  on  the  Bourse,  of  any 
kind  of  security,  whether  for  cash  (au  comptant)  or  for  the 
settlement  (a  terme),  is  subject  to  a  stamp  tax  of  30  cen- 
times per  1000  frs.,  or  fraction,  of  the  total  amount  of  the 
dealing.  On  dealings  carried  over  (reporte)  the  tax  is  10 
centimes  per  1000  frs. 

(b)     Annual  Transfer  Duties  ("Droits  de  Transmission," 
or  "Droits  de  Transfert") 

Registered  Shares  or  Bonds 

The  transfer  duty  is  2%  on  the  amount  of  the  consider- 
ation for  the  transfer. 

NOTE. — If  the  transfer  is  from  Bearer  to  Registered  securities,  a  proportion 
of  the  annual  tax  (2%)  borne  by  Bearer  securities  may  be  charged  at  the  time  of 
transfer,   in  addition  to  the   transfer  duty. 

Bearer  Shares  or  Bonds 

The  tax  is  50  centimes  per  annum,  per  100  frs.  (J^%), 
calculated  on  the  total  value  of  the  securities,  based  on  the 
average  market  price  during  the  previous  year,  after  de- 
ducting the  amounts  of  calls  not  yet  made. 

NOTES. — ^The  duties  on  both  Registered  and  Bearer  securities  are  payable 
quarterly,  within  20  days  of  the  expiry  of  each  period  of  3  months. 

For  the  assessment  of  duty  on  Bearer  securities,  the  annual  average  market 
price  is  found  by  adding  together  the  quotations  of  each  of  the  days  of  the  year, 
and  dividing  this  total  by  the  quantity  of  the  quotations.  The  quotation  of  each 
day  is  fixed  by  taking  the  middle  price,  (cours  moyen)  being  half  way  between  the 
lowest  and  the  highest  prices  marked. 

In  the  case  of  securities  quoted  both  on  the  Paris  and  provincial  Bourses,  the 
Paris  quotation  only  is  taken  into  account. 
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(c)     Income  Tax  on  Shares  and  Bonds 

A  tax  of  4%  per  annum  is  levied  on  the  amounts  paid 
by  a  company  to  its  stockholders  or  bondholders,  whether 
as  interest  or  dividends  or  as  premiums  on  redemption. 
On  lottery  bond  premiums  the  tax  is  8%  per  annum. 

NOTE. — The  tax  of  4%  is  paid  by  the  companies,  in  advance,  by  quarterly 
instalments  on  the  20th  of  each  of  the  months  of  January,  April,  July,  and  October. 

The  tax  must  be  paid  in  full-  for  interest  on  bonds.  For  dividends,  and  other 
variable  income,  the  tax  is  payable  on  four-fifths  of  the  amount  paid  for  the  last 
trading  year. 

(3)     FOREIGN      COMPANIES      (AMERICAN      COR- 
PORATIONS INCLUDED)— ABONNEMENT 
AU  TIMBRE 

Shares  and  Bonds — Compounding  of  Stamp  Duties 

The  securities  of  foreign  companies,  negotiated  in 
France,  are  subject  to  the  same  French  taxes  as  the  secu- 
rities of  French  companies. 

But  there  is  the  important  difiference  that,  whereas 
French  companies  pay  on  the  whole  of  their  securities 
issued,  foreign  companies  only  pay  on  that  portion  of  their 
shares  or  bonds  which  is  circulating  in  France,  or  is  ex- 
pected to  be  sold  in  France.  The  reason  for  compounding 
the  stamp  duty  is  that  the  shares  or  bonds  are  then  more 
easily  saleable ;  the  French  investor  does  not  like  paying 
stamp  duties  on  transfers. 

All  foreign  companies  must  first  appoint  a  responsible 
agent  (agent  responsable),  to  be  approved  and  accepted 
by  the  Ministry  of  Finance ;  this  agent  is  to  be  responsible 
for  all  the  stamp  duties  and  revenue  taxes  payable  by  the 
company  in  France.  Until  the  agent  responsible  for  the 
payment  of  these  taxes  has  been  approved  by  the  Ministry 
of  Finance,  neither  the  foreign  company  nor  any  other 
person  must  issue,  ofifer  for  sale,  offer  for  subscription, 
introduce  on  the  market,  or  quote  in  the  official  list  any 
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of  such  securities,  nor  make  any  arrangements  for  paying, 
in  France,  the  dividends  or  interest  on  such  securities. 

NOTES. — Foreign  companies  may  compound  for  the  stamp  duties  (while  avoid- 
ing the  nomination  of  an  agent,  responsible  for  the  taxes)  by  depositing  in  cash,  at 
the  Caiss«  des  Depots  et  Consignations,  a  sum  amounting  to  the  total  annual  taxes, 
for  3  years,  on  not  less  than  half  of  the  shares  for  which  the  "abonnement  au 
timbre"    (compounding  of   stamp  duty)   has  been  demanded. 

An  important  point  to  be  noted  is  that  it  is  only  the  company  itself  which  can 
make  this  deposit;  no  agent  of  the  company,  nor  any  person  interested  in  making 
a  market  in  the  shares  in  France,  can  pay  the  deposit;  nor  can  anyone  but  the 
company  appoint  an   "agent  responsable." 

The  quantity  of  the  shares  of  the  foreign  company  on 
which  the  taxes  are  to  be  levied  is  fixed  by  the  Ministry  of 
Finance,  on  the  recommendations  of  the  Personal  Property 
Commission.  The  quantity  so  fixed  may  exceed  that  for 
which  the  foreign  company  requests  the  abonnement  au 
tim'bre. 

The  proportion  of  the  total  capital  to  be  taxed  must  not 
be  less  than  l/lOth  of  the  total  shares,  and  not  less  than 
1/5  of  the  total  amount  of  bonds. 

The  original  proportions  fixed  by  the  Ministry  must 
remain  unchanged  for  3  years,  notwithstanding  any  changes 
which  may  take  place  in  the  capital  of  the  foreign  company 
during  that  time. 

The  securities  of  foreign  companies,  which  are  thus 
compounded  for  French  duties,  bear  no  indication  to  that 
effect.  A  declaration  of  the  compounding  of  the  duties  is 
published  in  the  Journal  Officiel  (French  Gazette),  and  it 
is  also  published  in  the  financial  newspapers. 

Foreign  Securities  Not  Freed  from  Stamp  Duties 

Shares  and  bonds  of  foreign  companies  which  are  not 
"abonnees  au  timbre"  (compounded  for  stamp  duties)  can- 
not be  negotiated  in  France  without  being  first  stamped, 
in  accordance  with  the  law  of  28th  December,  1895,  with 
the  fixed  duty  of  2%  on  the  nominal  value. 

The  tax  is  calculated  on  the  nominal  value  of  each  sep- 
arate share  certificate,  and  on  a  minimum  of  100  frs.  The 
minimum  stamp  is  thus  2  frs.   (383/2  cents)  on  each  cer- 
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tificate.    The  best  par  value  to  issue  for  the  French  market 
IS  $20  (100  frs.). 

(4)  FOREIGN  GOVERNMENT  SECURITIES 

These  are  subject  to  a  fixed  stamp  duty  of  2%,  as  from 
7th  April,  1914,  Foreign  securities  issued  before  1st 
January,  1899,  and  which  have  been  stamped  at  the  rate 
of  .^2%,  as  well  as  those  issued  before  the  7th  April,  1914, 
which  have  been  stamped  at  the  rate  of  1%,  continue  to 
be  negotiable  on  paying  the  balance  of  the|  duties  up  to 
2%.  The  tax  is  payable  on  the  nominal  value  of  each  cer- 
tificate, and  on  a  minimum  of  100  frs. 

Foreign  securities  which  have  been  previously  stamped 
at  the  rate  of  1%,  and  of  which  the  market  price  has  fallen 
50%  or  more  by  reason  of  a  reduction  in  the  interest  pay- 
able on  them  by  the  foreign  government,  are  exempted 
from  the  payment  of  the  additional  stamp  duty  of  1%. 
making  2%  altogether. 

NOTES. — No  issue  or  offer  for  subscription  of  Foreign  Government  securities 
must  be  announced,  advertised,  or  effected,  without  a  declaration  of  the  details 
having  been  previously  made,  at  least  10  days  in  advance,  at  the  Inland  Revenue 
Stamp  Office  of  the  district  in  which  the  Consulate  of  that  Government  is  situated. 
The   date  of  this  declaration   must  be  stated   in   all  notices  concerning  the   issue. 

When  the  stamp  duty  has  been  paid  on  a  temporary  certificate,  the  final  cer- 
tificate is  stamped  free  of  charge,  on  the  temporary  certificate  being  produced.  This 
exemption  from  stamp  duty  does  not  apply  to  the  case  of  Registered  certificates 
delivered  in  exchange  for  Bearer  securities  on  which  the  stamp  duty  has  been  paid, 
nor  to  the  case  of  the  exchange  of  already  stamped  Registered  securities  for  Bearer 
certificates. 


REGULATIONS  AS  TO  ISSUES  OF  FRENCH  AND 
FOREIGN  SHARES  AND  BONDS  IN  FRANCE 

(Law  of  Finance  of  30th  January,  1907,  and  the  Decree  of 
27th  February,  1907) 

Clause  3  (Law  of  30th  January,  1907) 

The  issue,  the  exhibition,  the  placing  on  sale,  and  the 
introduction  on  the  market,  in  France,  of  all  shares,  bonds, 
or  securities  of  any  kind  whatever,  of  French  or  foreign 
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companies,  are,  so  far  as  concern  securities  offered  to  the 
public  after  the  1st  March,  1907,  subjected  to  the  following 
formalities: 

The  persons  issuing,  exhibiting,  or  placing  such  secu- 
rities on  sale,  and  the  introducers  of  them  on  the  market, 
must,  previous  to  taking  any  steps  towards  the  advertising, 
insert  a  notice  containing  the  following  details  in  the  Sup- 
plement to  the  Journal  Ofificiel,  the  form  of  such  notice  to 
be  settled  by  decree.  (The  Decree  of  27th  February,  1907, 
follows  this  section.) 

(1)  The  designation  of  the  company,  or  its  trading 
name. 

(2)  A  statement  as  to  the  legislation  (French  or  for- 
eign) under  which  the  company's  operations  are  carried  on. 

(3)  The  address  of  the  head  office  of  the  company. 

(4)  The  object  of  the  undertaking. 

(5)  The  period  for  which  it  is  formed  (duration  of  the 
corporation). 

(6)  The  total  amount  of  its  capital  stock,  the  amounts 
of  each  of  the  different  classes  of  shares,  and  the  amounts 
still  unpaid  on  such  shares. 

(7)  A  certified  copy  of  the  last  balance-sheet,  or  a  state- 
ment that  no  balance-sheet  has  been  prepared. 

There  must  also  be  stated  the  amount  of  any  bonds 
which  have  been  issued  by  the  company,  with  details  of  any 
charges  or  guarantees  given  in  connection  with  them 

If  a  new  issue  of  bonds  is  to  be  made,  there  must  be 
stated  the  quantity  as  well  as  the  value  of  the  bonds  to 
be  issued,  the  interest  to  be  paid  on  them,  the  date  of 
redemption,  and  the  conditions  and  the  guarantees  given 
to  secure  the  series  of  bonds  to  be  issued. 

Mention  must  also  be  made  of  any  profits  or  advan- 
tages granted  to  vendors,  directors,  managers,  and  any 
other  persons,  the  assets  brought  into  the  company  by 
vendors  and  the  method  of  payment  for  same,  the  formal- 
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ities  necessary  for  the  calling  of  general  meetings,  and  their 
place  of  meeting. 

The  persons  who  issue,  offer,  or  place  on  sale,  and  the 
introducers  of  such  securities,  must  be  domiciled  in  France ; 
they  must  sign  the  above-named  notice  with  their  names 
and  addresses. 

All  posters,  prospectuses  and  circulars  must  reproduce 
the  statements  of  the  notice  named,  and  must  contain  a 
mention  of  the  insertion  of  the  said  notice  in  the  Supple- 
ment of  the  Journal  Officiel,  giving  a  reference  to  the  num- 
ber of  the  issue  in  which  the  notice  has  appeared. 

The  advertisements  in  newspapers  and  periodicals  must 
reproduce  the  same  statements,  or,  at  least,  an  extract  of 
the  statements  with  reference  to  the  said  notice,  and  must 
indicate  the  number  of  the  Journal  Officiel  in  which  it  has 
been  published. 

Every  foreign  company  which  makes  a  public  issue  in 
France,  or  offers,  places  on  sale,  or  introduces  shares,  bonds, 
or  securities  of  any  kind  whatever,  must,  in  addition,  pub- 
lish its  articles  of  incorporation  in  full,  in  the  French  lan- 
guage, in  the  Supplement  of  the  Journal  Ofificiel,  previous 
to  the  placing  or  offering  of  the  securities. 

Breaches  of  the  above  regulations  are  to  be  declared  by 
the  officials  of  the  Registry  Department ;  such  breaches  may 
be  punished  by  fines  of  from  10,000  f rs.  to  20,000  f rs.  ($2,000 
to  $4,000). 

Clause  463  of  the  Penal  Code  is  to  be  applicable  to  the 
fines  named  in  the  present  clause. 


FRENCH    NEWSPAPER    QUOTATIONS 

The  French  financial  and  other  newspapers  only  quote 

the  securities  of  new  companies  by  special  arrangement. 

In  order  to  place  American  securities  in  France,  it  is 

essential  that  their  daily  prices  on  the  Paris  Bourse  should 

be  quoted  in  the  Paris  press. 
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The  author  will  willingly  advise  American  companies  as 
regards  the  arrangements  for  paying  stamp  duties,  and  for 
obtaining  newspaper  quotations. 

Considerable  savings  are  possible  by  proper  treatment 
of  the   negfotiations. 


DECREE  OF  THE  27TH  FEBRUARY,  1907, 

Respecting  the  Offering  for  Sale,  in  France,  of  French  and 

Foreign  Shares  and  Bonds  (Including  American 

Stocks  and  Bonds) 

Clause  1.  The  insertions  named  in  Clause  3  of  the  Law 
of  Finance  of  the  30th  January,  1907,  are  to  be  published 
in  the  Supplement  attached  to  the  Journal  Officiel,  under 
the  title  of  the  "Bulletin  Annexe  au  Journal  Officiel  de  la 
Republique  Frangaise"  (Supplement  to  the  Official  Journal 
of  the  French  Republic). 

These  compulsory  notices  are  to  be  paid  for  by  the 
companies. 

Clause  2,  The  charge  for  the  insertions  is  fixed  at 
2  frs.  (385/2  cents)  per  line  "de  corps  sept,"  the  ordinary 
line  of  the  Journal  Officiel  being  taken  as  the  basis. 

Clause  3.  The  Supplement  will  appear  weekly,  on  Mon- 
days. Insertions  must  be  signed  by  the  persons  responsible 
for  such  notices,  and  delivered  at  the  latest  on  the  previous 
Wednesday,  at  the  offices  of  the  Journal  Officiel. 

Clause  4.  The  Supplement  will  be  delivered,  without 
extra  payment,  to  the  subscribers  to  the  complete  edition 
of  the  Journal  Officiel. 

The  price  of  subscription  to  the  Supplement,  only,  is 
fixed  at  12  frs.  ($2.32)  for  France,  Algeria,  and  Tunis,  and 
18  frs.  ($3.47)  per  annum  for  the  other  countries  of  the 
postal  union.  Subscriptions  must  be  for  the  full  year,  and 
will  commence  from  the  first  issue  of  each  month. 
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Clause  5.  The  Supplement  will  be  sold  by  sheets  oi 
16  pages  maximum.  The  price  of  each  sheet  is  to  be  5 
centimes  (1  cent)  for  the  issues  of  each  current  year,  and 
50  centimes  (10  cents)  for  those  of  previous  years. 

Clause  6.  An  annual  alphabetical  index  of  the  Supple- 
ment will  be  published  in  the  annual  index  of  the  Journal 
Officiel;  the  price  of  the  index  will  be  6  frs.  ($1.16). 

Clause  7.  The  President  of  the  Council,  the  Minister 
of  the  Interior,  and  the  Minister  of  Finance  are  charged 
with  the  execution  of  the  present  decree,  which  is  to  be 
published  in  the  Journal  Officiel  and  in  the  list  of  Laws. 


OFFICIAL  QUOTATIONS  OF  FOREIGN  GOVERN- 
MENT SECURITIES  ON  THE  PARIS  BOURSE 

(Admission  a  la  Cote  Officielle  pour  les  Fonds  Etrangers) 

The  following  are  the  conditions  and  the  details  to  be 
furnished: 

Details  and  Documents  Required 

(1)  The  demand  for  admission  must  be  made  to  the 
Syndic  des  Agents  de  Change  de  Paris  (Secretary  of  the 
Paris  Stock  Exchange). 

(2)  Two  copies  must  be  delivered  of  the  laws  and  de- 
crees authorizing  the  loan  issue. 

(3)  A  declaration  must  be  made,  in  duplicate,  by  the 
Consul  in  France  of  that  foreign  government,  that  the  secu- 
rity is  quoted  officially  on  its  own  Bourse,  if  one  exists ; 
if  not,  then  a  declaration  in  duplicate  that  there  is  no 
Bourse  in  that  country. 

(4)  Specimens  in  duplicate  of  the  temporary  or  final 
bond  certificates,  with  coupons,  and  the  details  of  the  num- 
bers relating  to  the  coupons  of  each  class  of  certificate 
issued. 
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(5)  Statement  of  the  price  of  issue. 

(6)  Statement  of  the  amounts  paid  up  on  each  security. 

(7)  Dates  when  interest  payable. 

(8)  Present  position  as  to  interest  payment. 

(9)  Names  and  addresses  of  the  bankers  in  Paris  who 
undertake  the  sale  of  the  securities  and  the  payment  of 
the  coupons. 

Undertakings  Required 

(10)  To  furnish  the  Stock  Exchange  Committee  with 
200  copies  of  each  list  of  drawings  for  the  redemption  of 
the  securities. 

(11)  Translations  into  French,  by  sworn  translators, 
of  all  documents  submitted  in  foreign  languages  (other 
than  French). 


RULES    RESPECTING   ADMISSION   TO    OFFICIAL 

QUOTATIONS    OF    FOREIGN    SHARES  AND 

BONDS  ON  THE   PARIS   BOURSE 

(Including  Those  of  American  Corporations) 

(Admission  a  la  Cote  Officielle  pour  les  Valeurs  Etrangers) 

Formal  application  for  inclusion  in  the  Official  List 
must  be  made  to  the  Syndic  des  Agents  de  Change  de  Paris 
(the  .Secretary  of  the  Stock  Exchange  Committee  of  the 
Paris  Bourse). 

Details  Required 

The  following  documents  and  information  must  be  sup- 
plied in  duplicate  with  the  application : 

(1)  Certified  copies,  in  duplicate,  of  (a)  all  public  and 
private  agreements  and  deeds  relating  to  the  formation 
of   the   company    (charters   or   articles   of   incorporation) ; 
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(b)  the  by-laws  of  the  company ;  (c)  resolutions  or  other 
consent  or  permission  authorizing  the  issue  of  such  secu- 
rities in  the  country  in  which  it  is  registered;  (d)  transla- 
tions into  French,  by  sworn  translators,  of  all  documents 
submitted  in  other  languages. 

(2)  Duplicate  certificate,  by  the  Consul  in  France  of  the 
country  in  which  the  company  has  been  registered,  that 
the  deeds  and  agreements  produced  are  in  due  legal  form 
for  that  foreign  country,  and  that  the  securities  are  quoted 
officially  on  the  Stock  Exchange  in  that  country  (or  a  cer- 
tificate that  there  is  no  Stock  Exchange  in  that  country). 

(3)  Specimens  of  the  temporary  and  final  forms  of  cer- 
tificates issued  for  the  securities,  with  details  of  the  cou- 
pons and  of  the  numbers  referring  to  each  class  of  coupons. 

(4)  Proof  of  the  acceptance,  by  the  French  Department 
of  Finance,  of  a  French  "representant  responsable"  (agent) 
who  is  to  be  responsible  to  the  Treasury  for  the  stamp  and 
other  duties  payable  on  the  company's  securities  issued  in 
France. 

(5)  Statement  of  the  price  of  issue;  (6)  amounts  paid 
up  on  each  class  of  security;  (7)  dates  when  dividends  or 
interest  are  declared  and  paid ;  (8)  present  position  of  the 
securities  as  regards  dividends  or  interest;  (9)  names  and 
addresses  of  the  Paris  bankers  who  are  issuing  the  certifi- 
cates, and  who  will  pay  coupons  and  dividends  declared  on 
the  securities  held  in  France. 

(10)  An  undertaking  by  the  company  to  provide  for 
the  registration  of  transfers  and  the  payment  of  coupons 
in  Paris,  as  well  as  for  the  repayment  there  of  bonds  to  be 
redeemed  by  drawings  or  otherwise. 

(11)  An  undertaking  to  furnish  the  Paris  Stock  Ex- 
change Committee  with  200  copies  of  each  list  of  drawings 
of  securities  for  redemption. 

(12)  An  undertaking  to  furnish  the  Paris  Stock  Ex- 
change Committee  with  a  copy,  in  French,  of  the  minutes 
of  each  general  meeting  of  stockholders. 


French  Stock  Exchange  Practice 

PART  II 
PARIS  BOURSE 

(1)  The  Different  Kinds  of  Securities 

(2)  Explanations  of  Technical  Bourse  Terms 

(3)  The  Methods  of  Quoting  Prices 

(NOTE. — French  prices  changed  into  dollars  and  cents  are  at  the 
nominal  rate  of  19.3  cents  per  franc  or  5  francs  to  the  $1.) 

SHARES  OF  CORPORATIONS 

Definitions 

The  capital  stock  of  a  company  is  called  its  "capital  nomi- 
nal." 

Shares  are  called  "actions."  If  the  capital  of  the  com- 
pany is  divided  into  shares,  it  is  called  "Une  Societe  par 
actions." 

Registered  shares  are  called  "Actions  nominatives,"  or 
"titres  nominatifs." 

Bearer  certificates  for  shares  (bearer  warrants)  are 
called  "actions  au  porteur"  or  "titres  au  porteur." 

A  private  or  close  corporation  is  called  a  "Societe  en 
commandite." 

A  public  corporation  is  a  "Societe  Anonyme." 

The  by-laws  are  "les  statuts." 

The  articles  of  incorporation  or  charter  is  "I'Acte,"  or 
"I'Acte  de  Constitution." 

The  shareholders  of  a  public  corporation  are  "les  action- 
naires,"  and  the  directors  are  "les  administrateurs." 
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The  active  members  of  a  limited  partnership  are  called 
"les  commandites,"  and  they  have  unlimited  liability.  The 
members  who  bring  in  capital,  but  do  not  take  part  in  the 
management,  are  called  "les  commanditaires"  or  "les  bail- 
leurs  de  fonds";  their  liability  is  limited  to  the  amounts  of 
their  shares,  or  the  amounts  of  capital  they  have  agreed  to 
bring  in — either  in  cash  or  property. 

Transfers 

A  transfer  is  called  "un  transfert."  In  most  public  cor- 
porations, the  directors  have  no  power  to  refuse  transfers; 
but  for  insurance  companies  and  similar  companies,  all 
transfers  are  subject  to  the  approval  of  the  directors. 

In  limited  partnerships  the  consent  of  all  the  members 
is  necessary  for  the  transfer  of  shares. 

Dividends 

French  public  companies  divide  their  dividends  into 
two  portions:  (1)  'Tinteret  statutaire,"  or  statutory  in- 
terest, of  5%  per  annum;  this  can  only  be  paid  from  the 
year's  trading  profits,  after  allowances  have  been  made  for 
depreciations,  and  for  all  trading  expenses ;  (2)  The  divi- 
dend; all  French  companies  are  compelled  to  place  to  re- 
serve (surplus  a/c)  a  minimum  of  5%  of  their  annual  net 
profits,  but  they  may  reserve  more  than  this.  From  the 
balance,  it  is  usual  to  allow  a  percentage  to  the  Board  of 
Directors,  then  a  further  sum,  which  is  called  "le  divi- 
dende,"  is  divided  amongst  the  stockholders.  The  remain- 
der may  be  carried  forward. 

As  an  example,  a  company  may  declare,  on  a  fully-paid 
share  of  100  frs.,  a  statutory  interest  (interet  statutaire) 
of  5  frs.,  and  a  further  10  frs.  "a  titre  de  dividende"  (as 
dividend),  making  a  total  of  5%  plus  10%,  being  15%  per 
annum. 

A  Frenchman  argues  that  money  invested  in  other  ways 
would  yield  5%,  and  that  the  excess  above  this  rate  is  the 
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real  yield  by  taking  the  risk  of  investing  in  the  shares  of 
companies. 

Negotiation  of  Shares  (Negociation) 

Shares  cannot  be  dealt  in,  on  the  Bourse,  until  after  the 
legal  formalities  connected  with  the  formation  of  the  com- 
pany have  been  complied  with,  or  until  at  least  25  frs.  has 
been  paid  on  every  share  of  not  exceeding  100  frs.  par  value. 
For  shares  over  100  frs.,  at  least  25%  must  be  paid  up 
before   the  company  is  legally  constituted. 

Another  of  the  important  requirements  for  French  com- 
panies is  that  the  whole  of  the  capital  must  be  subscribed, 
and  that  the  25  frs.  per  share,  or  25%  of  the  par  value, 
must  have  been  actually  paid  in  cash,  before  the  company 
can  commence  operations. 

Shares  of  foreign  companies,  of  a  par  value  of  less  than 
$100,  are  negotiated  on  the  Bourse  by  Coulissiers  only, 
with  the  exception  of  several  special  securities  of  100  frs. 
par  value,  such  as  the  Tramways  of  Buenos  Ayres,  which 
are  quoted  in  the  official  list,  and  are  therefore  negotiated 
by  Agents  de  Change  exclusively. 

Bearer  Certificates  (Actions  au  Porteur) 

These  can  be  issued  at  any  time  after  half  of  the  par 
value  has  been  paid  up,  but  not  before. 

Conversion  to  Bearer  Certificates,  (Conversion  au  Porteur) 

Registered  shares  can  only  be  changed  to  Bearer  Certifi- 
cates after  the  whole  of  the  par  value  has  been  paid  up,  and 
subject  to  this  power  of  conversion  being  provided  by  the 
by-laws,  and  agreed  to  by  a  resolution  of  the  general  meet- 
ing of  stockholders. 

This  regulation  applies  to  all  French  companies  formed 
after  1st  August,  1893.  Previous  to  that  date,  clause  3  of 
the  Law  of  24th  July,  1867,  permitted  Bearer  shares  to  be 
issued  with  only  half  the  par  value  paid  up.  This  is  still  in 
force  for  companies  formed  prior  to  1st  August,  1903. 
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Liabilities  of  Stockholders  for  Calls 

It  is  important  to  notice  that  calls  (instalments  due  on 
partly  paid  shares)  cannot  be  paid  in  advance  on  the  shares 
of  French  companies.  All  the  original  subscribers,  who 
have  not  transferred  their  Registered  shares,  have  a  liabil- 
ity, unlimited  as  to  time,  for  the  payment  of  the  full  par 
values  of  their  shares.  On  a  transfer  or  sale  being  made, 
they  continue  jointly  liable  for  calls,  with  the  new  holder, 
during  two  years  afterwards. 

Companies  formed  before  1st  August,  1893,  may,  by 
ordinary  resolution,  authorize  the  conversion  into  Bearer 
certificates  of  shares  only  half  paid. 

After  this  conversion  has  been  authorized,  the  sub- 
scribers who  have  previously  transferred  their  shares  only 
remain  liable  for  calls  during  2  years  after  the  date  of  the 
resolution.  The  subscribers  who  have  transferred  their 
shares  during  the  two  years  after  the  passing  of  the  resolu- 
tion only  remain  liable  for  calls  during  the  2  years  from 
the  date  of  the  transfer.  Subscribers  who  transfer  their 
shares  later  than  2  years  after  the  conversion  has  been  au- 
thorized, remain  always  liable  for  calls  without  any  limit 
of  time.  Persons  who  have  acquired  shares  before  the  pay- 
ment of  the  half  of  their  par  value,  and  before  the  conversion 
into  Bearer  shares  has  been  authorized,  are  relieved  from 
liability  for  calls  after  the  expiry  of  2  years  from  the  date  of 
the  resolution  for  conversion. 

If  the  holder  of  Bearer  certificates  is  unable  to  pay  the 
calls  on  them,  any  previous  holders  who  can  be  traced  are 
held  liable  for  the  calls,  subject  to  the  limitations  already 
named ;  the  articles  of  the  company  usually  provide  for  such 
cases. 

If  a  company  goes  into  liquidation  (dissolves),  all  the 
unpaid  amounts  of  shares  become  immediately  due  and  en- 
forceable by  law. 
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CaUs 

The  subscribed  capital  is  "le  capital  souscrit";  the  paid 
in  capital  is  "le  capital  verse";  capital  fully  paid  up  is  "capi- 
tal entierement  verse." 

Calls  on  shares  are  "Appels." 

The  amounts  not  paid  in  are  "versements  non  appeles." 
The  making  of  a  call  is  "un  appel  de  fonds." 
A  fully  paid  share  is  "une  action  entierement  liberee." 
A  share  paid  up  to  the  amount  of  25%  of  the  nominal 
amount  is   said  to  be  "liberee  de  quart";  "de  moitie"   is 
half  paid;  "liberee  de  trois  quarts"  is  when  25%  remains  to 
be  paid  up,  75%  having  been  paid. 

Amounts  of  Shares 

Limited  companies  whose  capital  does  not  exceed  200,- 
000  frs.  ($40,000),  cannot  issue  shares  of  less  than  25  frs. 
each  ($5)  par  value.  Companies  whose  capital  exceeds 
200,000  frs.  cannot  issue  shares  of  less  than  100  frs.  ($20) 
each.     Shares  cannot  be  split,  but  bonds  may  be. 

The  above  regulations  as  to  the  amounts  of  shares  do 
not  apply  to  the  shares  of  foreign  companies,  which  may 
be  of  any  amounts  that  are  legal  in  the  country  in  which 
they  are  registered.  American  corporations,  however,  will 
find  it  better  to  issue  shares  and  bonds  in  sums  of  100  frs. 
or  multiples  of  that  amount,  on  account  of  the  French 
stamp  duties  being  based  on  a  minimum  of  100  frs.,  which 
is  the  usual  par  value  of  shares. 

Payment  of  Dividends  and  Interest 

It  is  not  the  practice  in  France  to  pay  dividends  by 
cheques  sent  to  registered  holders.  For  Registered  shares, 
the  certificate  itself  must  be  presented  to  the  company, 
either  by  the  stockholder  personally  or  through  a  banker ; 
the  company  stamps  on  the  back  of  the  certificate  a  state- 
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ment  that  the  dividend  and  interest  for  that  certain  period 
has  been  paid. 

For  Bearer  certificates,  the  dividends  and  interest  are 
paid  on  the  delivery  of  the  detached  coupons,  without  the 
presentation  of  the  certificates.  Most  French  bankers  will 
cash  such  coupons,  free  of  charge,  for  the  public. 

French  companies  frequently  declare  dividends  to  be 
payable  considerably  later  than  the  general  meeting  at 
which  they  are  agreed  to;  thus  a  company  whose  trading 
year  finishes  on  the  31st  of  January,  and  whose  annual 
meetings  are  held  in  March,  may  declare  dividends  for 
the  last  year,  to  be  payable  as  to  half  at  the  end  of  June 
and  the  other  half  at  the  end  of  December  following. 

Board  of  Directors 

The  correct  French  term  for  a  director  is  I'Adminis- 
trateur"  not  "le  Directeur."  The  latter  term  is  applied  to 
a  manager  who  is  not  on  the  board. 

The  managing  director  is  "I'Administrateur-Delegue," 
or  'Tadministrateur-gerant,"  (the  director  delegated,  or  the 
director  managing.) 

The  board  is  "le  conseil  d'administration,"  (the  council 
of  management).  A  board  meeting  is  "une  reunion  du 
conseil  d'administration." 

The  board  of  a  public  company  must  consist  of  at  least 
5  members,  but  one  or  more  members  may  be  appointed  as 
a  management  committee  (comite  de  direction).  A  man- 
ager who  is  not  on  the  board  may  be  appointed. 

The  board  has  charge  of  the  financial  and  technical 
management  of  the  company;  it  fixes  the  amount  of  the 
annual  sums  to  be  distributed  to  the  stockholders  as  in- 
terest and  dividend. 

These  declarations  of  dividends  are  subject  to  the  ap- 
proval of  the  stockholders'  auditor,  and  to  their  being 
approved  by  a  resolution  of  the  annual  general  meeting. 
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General  Meetings 

The  board  of  directors  must  convene  a  general  meeting 
of  stockholders  at  least  once  each  year,  and  lay  before  it  a 
balance  sheet  containing  a  summary  of  the  accounts  of  the 
company.  They  must  also  make  a  report  of  their  manage- 
ment. 

The  directors,  or  the  auditors  for  the  stockholders,  may 
convene  extraordinary  general  meetings  of  stockholders  at 
any  time,  to  consider  important  matters. 

The  notice  convening  each  meeting  contains  a  summary 
of  the  matters  which  are  to  be  discussed  and  dealt  with 
at  such  meeting.     This  agenda  is  called  "I'ordre  du  jour." 

The  directors  of  French  companies  are  always  subject 
to  dismissal  by  the  stockholders,  even  though  their  term  of 
office  may  not  have  expired. 

Any  stockholder  may  propose,  at  any  general  meeting, 
that  one  or  more  directors  be  immediately  removed  from 
office.  This  resolution  may  be  legally  passed,  and  will  take 
immediate  effect,  even  though  no  previous  notice  has  been 
given  of  the  intention  to  propose  it. 

This  is  a  great  protection  for  stockholders  against  in- 
competent or  dishonest  directors.  It  is  a  power  which 
might  very  well  be  granted  to  American  stockholders. 

Stockholders'  Auditors 

Several  French  terms  are  used  to  describe  stockholders' 
auditors ;  the  most  commonly  used  are  "commissaires  des 
comptes,"  "commissaires  verificateurs  des  comptes,"  and 
"censeurs." 

Professional  auditors  (public  accountants)  are  called 
"Experts-Comptables" ;  they  are  usually  attached  to  the 
Tribunals  of  Commerce,  and  they  act  chiefly  for  matters  in 
litigation.  ("Comptables"  are  only  book-keepers.) 

It  is  not  possible  for  accountants  to  make  any  satisfac- 
tory examination  of  the  accounts  of  foreign  firms  or  com- 
panies without  a  good  working  knowledge  of  foreign  lan- 
guages and  laws,  and  experience  of  foreign  business  meth- 
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ods  and  conditions.  Without  these  qualifications  the  best 
accountants  may  be  easily  misled,  especially  by  those  whose 
interest  it  is  to  deceive  them,  and  their  clients  may  suffer 
serious  losses  as  the  result. 

Every  public  corporation  must  have  one  or  more  stock- 
holders' auditors;  the  first  of  such  auditors  are  appointed 
at  the  first  general  meetings  of  the  stockholders,  which  are 
held  before  the  company  is  entitled  to  commence  business. 

They  are  the  official  representatives  of  the  stockholders, 
and  they  have  power  to  continuously  supervise  the  actions 
of  the  directors.  They  may  attend  meetings  of  directors, 
and  they  may  enquire  into  any  of  the  details  of  the  man- 
agement, having  also  the  power  of  continuous  audit  of 
the  books  and  documents  of  the  company. 

They  have  power  to  call  extraordinary  general  meet- 
ings of  the  shareholders,  at  any  time,  for  conferring  as 
to  the  management  of  the  directors,  or  as  to  serious  matters 
of  urgency  affecting  the  company. 

The  accounts  must  be  submitted  to  them  for  audit  prior 
to  being  laid  before  the  annual  meeting,  and  the  auditors 
must  make  a  report  to  the  stockholders  (which  accom- 
panies the  annual  accounts),  dealing  with  the  accounts  of 
the  company  and  the  manner  in  which  the  directors  have 
carried  out  their  duties.  The  auditors  must  state  specifi- 
cally in  their  report  whether  they  consider  that  the  divi- 
dends proposed  by  the  directors  are  justified  by  the  results 
of  the  trading  of  the  company. 

Their  terms  of  office  may  be,  and  are  usually,  renewed 
by  resolution  at  the  general  meetings. 

These  auditors  have  very  extensive  powers,  and  they 
undoubtedly  prevent  many  abuses,  even  though  they  are 
not  usually  trained  accountants. 

The  first  stockholders'  auditors,  who  are  elected  at  the 
organization  meetings,  have  to  enquire  into  the  values  of 
any  assets  brought  into  the  company  by  vendors,  and  also 
as  to  the  consideration  for  which  any  payments  or  advan- 
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tages  are  to  be  .G^ranted  to  promoters  or  others.  They  must 
make  a  report  to  the  stockholders  on  these  points.  This 
report,  which  is  presented  at  the  second  organization  meet- 
ing, must  be  voted  upon  by  the  meeting,  which  may  reduce 
the  amounts  of  payment,  or  the  advantages  to  be  given,  to 
vendors  or  promoters.  The  passing  of  a  definite  resolution 
on  these  matters  is  absolutely  necessary  before  the  com- 
pany can  commence  business.  It  must  be  noted  that  the 
two  organization  meetings  must  be  held  in  order  to  entitle 
the  company  to  commence  trading. 

HOW  SHARES  ARE   QUOTED: 

IMPORTANT     DIFFERENCES     FROM     AMERICAN 

PRACTICE 

The  French  method  of  quoting  market  prices  of  shares 
is  entirely  different  from  the  American  method. 

In  America  the  amount  paid  in  is  the  basis  of  the  quota- 
tion, the  liability  for  calls  being  excluded. 

In  France  shares  are  always  quoted  on  the  basis  of  the 
full  par  values,  the  amounts  unpaid  being  afterwards  de- 
ducted. 

For  example,  a  registered  share  of  500  frs.  of  a  gas  light- 
ing company,  on  which  2.50  frs.  has  been  paid,  may  be  at 
a  premium  of  100  frs. 

By  the  American  method  it  would  be  quoted  350  frs.  In 
France  it  would  be  quoted  600  frs.  thus :  "Societe  du  Gaz, 
Actions  de  500  frs.,  250  frs.  payes.  Nominatives,  Cours  600 
frs."  (Shares  of  500  frs.,  250  frs.  paid,  registered,  price 
600  frs.) 

This  means  that  a  buyer  would  have  to  pay  600  frs., 
less  the  amount  of  unpaid  capital,  250  frs.,  leaving  350  frs. 
as  the  net  purchase  price. 

If  the  same  shares  were  at  a  discount  of  100  frs.,  they 
would  be  quoted  400  frs.  in  France;  the  purchaser  would 
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pay  400  frs.  less  the  unpaid  250,  leaving  150  frs.  as  the  net 
price. 

If  the  company  were  on  the  point  of  dissolution,  and 
stockholders  were  giving  100  frs.  per  share  to  be  relieved  of 
the  liability  for  unpaid  calls,  they  would  be  quoted  150  frs. 
in  France;  the  net  price  would  then  be  150  frs.  due  to  the 
seller,  with  250  frs.  to  be  charged  to  him,  leaving  100  frs. 
due  to  the  buyer.    This  would  be  called  "un  cours  negatif." 

TECHNICAL  TERMS  USED  FOR  SHARES 

The  following  are  important  terms  used  in  connection 
with  the  price  of  shares:  "au  pair,"  par  value;  "cours 
d'emission,"  price  of  issue;  "au-dessus  de  pair,"  or  "a 
prime,"  at  a  premium;  "au-dessous  de  pair,"  at  a  discount; 
"un  cours  negatif,"  a  premium  given  to  buyer;  "actions 
liberees,"  or  "entierement  liberees,"  fully  paid  shares;  "non 
liberees,"  not  fully  paid ;  "le  possesseur  (or,  le  detenteur) 
d'une  action,"  the  holder  of  a  share ;  "le  cessionnaire,"  the 
transferrer;  "le  vendeur,"  the  seller;  "I'acheteur,"  the  buy- 
er; "le  cessionnaire  intermediare,"  the  previous  holder; 
"possesseur  definitif,"  present  or  actual  owner;  "le  souscrip- 
teur,"  the  subscriber;  "actions  d'apport,"  vendors'  shares; 
"actions  a  la  souche,"  shares  unissued;  (vendors'  and  pro- 
moters' shares  which  remain  for  2  years  undetached  from 
the  stubs ;  the}''  have  to  remain  in  the  custody  of  the  com- 
pany during  the  2  j^ears  following  the  date  of  formation 
of  the  company,  and  must  not  be  sold,  pledged  or  trans- 
ferred until  after  that  time)  ;  "actions  ordinaires,"  ordinary 
shares;  "actions  privilegiees,"  or  "actions  de  priorite,"  pre- 
ferred shares;  "actions  privilegiees,  participantes,"  partici- 
pating preferred  shares;  "actions  de  premiere  (lere)  prefer- 
ence," first  preference  shares ;  "actions  dififerees,"  deferred 
shares  (common  stock)  ;  "actions  amorties,"  shares  on 
which  the  capital  has  been  repaid;  "actions  de  jouissance," 
participating  (sharing)  certificates  (French  companies  fre- 
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quently  repay  the  capital  amounts  of  their  shares  from  ac- 
cumulated profits,  but  issue  fresh  certificates  to  the  holders, 
entitling  them  to  the  same  dividends  as  those  paid  on  the 
unredeemed  shares,  but  not  to  receive  the  statutory  interest 
of  5%  on  capital)  ;  "actions  unitaires,"  shares  for  which  all 
certificates  issued  are  for  one  share  only;  "actions  multi- 
ples," shares  for  which  certificates  are  issued  for  single  shares 
and  also  for  larger  quantities ;  "unite,"  a  certificate  for  a 
single  share;  "coupure,"  certificate  for  more  than  one  share; 
"I'action  coupure  de  5,"  or  "la  coupure  de  5,"  a  certificate 
for  five  shares;  "valeurs,"  or  "titres,"  certificates  (of 
shares  or  bonds)  ;  "vendre,"  to  sell;  "acheter,"  to  buy;  "le 
rendement,"  the  yield;  "une  emission,"  an  issue;  "le  cour- 
tage," broker's  commission ;  "le  timbre,"  the  stamp ;  "droit 
de  timbre,"  stamp  duty;  "droit  de  transfert,"  transfer  tax. 

"Parts  de  fondateurs"  are  founders'  or  promoters'  shares. 

In  mentioning  shares  without  using  the  word  "action," 
(which  is  feminine),  they  must  always  be  spoken  of  as 
masculine:  thus:  "Un  Rio,"  a  Rio  Tinto  share;  "Un  Char- 
tered," a  Chartered  Co.'s  share. 

Actions  de  Jouissance 

All  French  companies  are  required  to  fix,  by  their  ar- 
ticles of  incorporation,  the  number  of  years  for  which  they 
are  to  carry  on  business,  but  this  time  may  be  extended  by 
resolution ;  (no  further  taxes  are  payable  on  this  extension). 
In  addition  to  providing  for  depreciation,  every  French 
company  must  place  to  reserve  at  least  5%  of  the  net  trad- 
ing profits  of  each  year;  this  is  called  the  "reserve  legale." 

French  companies  generally  pay  smaller  dividends  than 
American  companies,  but  it  is  a  common  practice  to  repay 
the  capital  of  the  stockholders  from  accumulated  profits, 
(instead  of  issuing  bonus  shares),  the  shares  to  be  so  repaid 
being  selected  by  annual  drawings  by  lot. 

The  holders  surrender  such  share  certificates,  and  are 
repaid  in  cash  the  amounts  paid  on  them,  receiving  also 
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certificates  for  a  similar  number  of  "actions  de  jouissance," 
(profit  sharing  certificates).  These  shares  give  the  right  to 
receive  dividends  at  the  same  rate  as  those  paid  on  the  un- 
redeemed shares ;  they  also  give  the  right  to  share  in  the 
proceeds  of  the  realization  of  the  assets  of  the  company,  on  a 
dissolution,  but  there  is  no  liability  to  repay  to  the  company 
the  amounts  received  for  the  redemption  of  such  shares. 
The  important  difference  in  the  treatment  of  the  redeemed 
and  the  unredeemed  shares  is,  that  the  stockholders  of  the 
redeemed  shares  (actions  de  jouissance)  do  not  receive  the 
annual  interest  of  5%,  which  is  usually  paid  in  addition  to 
the  dividends. 

During  the  time  the  shares  are  being  gradually  re- 
deemed there  are  three  classes  of  shares  in  existence — the 
redeemed  shares  (called  "actions  amorties"),  the  unre- 
deemed shares  (called  "actions  ordinaires"),  and  the  "ac- 
tions de  jouissance"  (profit  sharing  certificates). 

The  "actions  de  jouissance"  are  usually  Bearer  certifi- 
cates, which  are  freely  negotiable. 

After  the  whole  of  the  stockholders  have  been  reim- 
bursed their  capital  payments,  there  may  be  a  second  dis- 
tribution of  capital,  from  the  surplus  funds  of  the  company, 
while  it  still  continues  trading. 

A  reimbursement  of  this  kind  is  called  "I'amortisse- 
ment." 

The  "actions  de  jouissance"  are  usually  issued  by  com- 
panies which  have  a  monopoly  for  a  limited  number  of 
years,  such  as  railway  companies  with  a  government  guar- 
antee of  dividend.  It  is  usual  to  reimburse  the  capital  stock 
paid  in  before  the  expiry  of  the  concession.  Shares  issued 
for  property  are  entitled  to  be  redeemed  in  cash,  like  those 
issued  for  cash. 

Preferred  Shares 

In  addition  to  the  right  of  priority  for  dividends,  all 
preferred  shares  of  French  companies  have  priority  as  to 
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the  repayment  of  capital,  in  case  of  dissolution.  Their 
rights  with  regard  to  sharing  in  any  surplus  of  assets  are 
fixed  by  the  by-laws  of  the  company. 

Quotations  for  Single  Shares 

France  is  a  nation  of  small  investors,  where  even  the 
poorest  save  money  and  buy  securities.  Certificates  for 
single  shares  (unites)  are  greatly  in  demand,  and  they  are 
sold  at  higher  rates  than  large  certificates.  Shares  of  25  frs. 
($5)  each,  are  usually  quoted  50  cents  higher  for  certificates 
of  single  shares,  while  certificates  of  five  shares  are  usually 
35  to  40  cents  per  share  dearer  than  certificates  of  25  or  100 
shares. 

Certificates  Most  in  Demand 

The  favorite  certificates  with  French  investors  are  of  25 
frs..  100  frs.  (or  125  frs.),  200  frs.  (or  250  frs.),  and  500  frs., 
(25  frs.  is  nearly  $5;  100  frs.  is  $20). 

Larger  certificates  are  not  liked,  even  by  buyers  of  con- 
siderable quantities. 

The  stamp  duty  is  on  a  minimum  of  100  frs.  ($20),  par 
value.  For  this  reason  foreign  companies,  when  placing 
their  shares  in  France,  issue  certificates  for  4  shares  of  25 
frs.  each,  or  they  create  special  shares  of  100  frs.  ($20)  each. 
They  are  usually  issued  at  a  premium;  the  cost  of  com- 
pounding for  the  French  stamp  duties  ;  and  the  commissions 
of  the  selling  brokers,  are  added  to  the  foreign  issue  prices. 

The  French  stamp  duty,  paA'able  by  the  company,  is 
then  calculated  on  the  exact  price  at  which  the  issue  is  to 
be  made  in  France. 

Filling  Buying  Orders 

In  giving  buying  or  selling  orders  to  French  stockbrok- 
ers, it  is  important  to  state  the  kind  of  certificates  wanted, 
whether  for  single  shares  or  coupures  of  5,  10,  25,  or  larger 
quantities.  Thus  a  buying  order  may  be  "achetez  25  Char- 
tered unites"   (buy  25  Chartered,  certificates  of  one  share 
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each ;  or  "achetez  5  coupures  de  5"  (five  certificates  of  five 
shares  each),  or  "achetez  une  coupure  de  25"  (one  certifi- 
cate for  25  shares). 

The  prices  for  these  dififerent  certificates  would  vary 
considerably,  being  higher  per  share  for  the  smaller  certifi- 
cates, on  account  of  their  being  more  in  demand. 

For  high  price  shares,  bought  for  prompt  cash,  the  cus- 
tom is  to  deliver  certificates  for  single  shares,  if  no  special 
instructions  are  given. 

A  buying  order  sent  thus,  "achetez  comptant,  25  Char- 
tered," would  be  executed  by  buying  25  certificates  for 
single  shares. 

On  the  other  hand,  in  the  case  of  purchases  for  the 
settlement,  the  seller  has  the  right  to  deliver  either  single 
shares  or  certificates  of  5,  10,  20,  or  25,  to  make  up  the 
quantity,  but  not  in  larger  certificates  than  25  shares,  unless 
specially  agreed  to. 

The  quotations  for  cash  dealings  are  usually  given  sep- 
arately for  the  certificates  of  1,  5,  10  and  25  shares,  while 
quotations  for  the  settlement  only  give  one  price,  because 
they  are  usually  option  business. 

BONDS 

Definitions 

The  French  term  for  bonds  is  "Obligations" ;  bondhold- 
ers are  "obligataires."  The  repayment  of  bonds  is  "le  rem- 
boursement,"  or  "I'amortissement." 

Instead  of  a  government  or  a  corporation  buying  its  own 
bonds  in  the  market  or  from  holders,  for  redemption,  the 
numbers  of  the  bonds  to  be  repaid  are  selected  by  annual 
drawings,  called  "tirages  au  sort." 

Loans  are  called  "Emprunts." 

To  distinguish  share  capital  from  loan  capital,  they  are 
called,  respectively,  "capital-actions"  and  "capital-obliga- 
tions." 
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Bond  Certificates 

These  are  usually  to  Bearer,  with  interest  coupons  at- 
tached; interest  is  paid  against  delivery  of  the  detached 
coupons,  on  the  due  dates,  which  are  called  the  "echeances" 
and  which  are  advertised  in  advance. 

Kinds  of  Bonds 

The  most  usual  class  of  bonds  is  that  of  500  frs.  ($100), 
bearing  interest  at  the  rate  of  3%  per  annum,  and  redeem- 
able within  periods  varying  from  30  to  90  years. 

The  next  most  usual  kinds  are  the  4%  bonds  of  500  frs., 
the  5%  of  500  frs.,  and  the  6%  of  500  frs.  Bonds  offering 
higher  interest  than  6%,  in  ordinary  times,  are  looked  on 
with  suspicion. 

Opening  for  American  Industrial  Bond  Sales 

There  is  a  great  market  for  good  American  industrial 
bonds  in  France,  which  has  scarcely  been  tried  yet. 

Terms  of  Issue 

The  issues  are  usually  made  through  French  investment 
houses,  at  a  discount  of  from  3%  to  10%  on  the  par  values, 
the  purchaser  having  the  option  of  paying  in  full  or  by 
instalments  at  fixed  dates. 

Premium  on  Redemption 

The  bonds  are  usually  repaid  at  the  full  par  value,  with- 
out premium. 

The  difference,  between  the  price  of  issue  and  the  price 
of  redemption,  is  called  "la  prime  d'amortissement"  (the 
premium  on  redemption). 

The  fact  that  the  numbers  of  the  bonds  to  be  redeemed 
are  to  be  drawn  by  lot,  annually,  brings  an  element  of  spec- 
ulation into  dealings  in  bonds.  The  yield  on  such  securities 
is   usuallv  calculated   without  reference   to   the  chance  of 
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early  redemption  at  par,  but  an  investor  may  calculate  the 
value  of  these  chances  by  the  following  table: 

PRESENT  VALUE  OF  ONE  FRANC  PREMIUM  ON 
REDEMPTION. 

Annual  Inter-       Number  of  Years  Over  Which  the  Annual 


est  Rate. 

Drawings 

Are  Spread. 

25 

33 

50 

75 

90 

99 

Centimes. 

3% 

60 

55 

38 

19 

13 

10 

4% 

55 

44 

24 

10 

6 

4 

4K% 

49 

40 

20 

7 

4 

2 

5% 

46 

34 

16 

5 

2 

1 

6% 

39 

26 

11 

2 

1 

0; 

Use  of  Table 

For  example,  if  a  3%  bond  is  redeemable  in  50  years, 
it  will  be  seen  by  the  above  table  that  the  present  value  of 
each  franc  given  for  redemption,  over  the  price  of  issue,  is 
38  centimes  for  a  50-year  period. 

If  the  bond  is  issued  at  90  francs,  but  redeemable  at  100 
frs.,  then  the  10  francs  premium  on  redemption  is  now 
worth  10  times  38  centimes— that  is,  10  x  0.38  frs.,  or  3.80 
frs. 

GOVERNMENT,  MUNICIPAL,  AND  COUNTY  PRIZE 

BONDS 

These  bonds  are  all  considered  to  have  the  same  security 
as  the  Governmente  Rente;  they  yield  only  a  low  interest. 
The  following  are  the  most  important  kinds: 

(1)  City  of  Paris  Bonds  (Obligations  de  la  Ville  de  Paris) 

They  are  issued  in  various  values :  whole  bonds  of  500 
frs.  and  400  frs.,  ($100  and  $80)   and  quarters  of  125  frs. 
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and  100  frs.,  bearing-  interest  of  2%,  2i^%,  2^%,  3%,  3^^%, 
or  4%  per  annum,  according  to  date  of  issue.  They  are  re- 
deemable by  quarterly  drawings  in  each  year;  the  first 
numbers  drawn  receive  prizes  of  $40,000,  $30,000,  $10,000. 
$2,000,  $1,000,  or  $200.  The  quantity  of  the  prizes,  and 
full  details  of  the  drawings,  are  printed  on  the  back  of  each 
certificate. 

These  bonds  are  sold  by  banks  and  money-changers,  and 
are  a  favorite  investment  for  all  classes. 

They  yield  between  3%  and  4%  interest  per  annum, 
in  normal  times,  and  are  in  Bearer  certificates,  which  are 
freely  negotiable  at  all  banks  and  on  the  Bourse.  The 
market  quotations  in  the  newspapers  shorten  the  descrip- 
tion of  these  bonds  to  "Ville." 

(2)  French  Land  Bank  (Credit  Foncier  de  France) 

These  are  issued  in  whole  bonds  of  500  frs.,  and  400 
frs.,  and  in  quarters  of  125  frs.,  and  100  frs.,  respectively. 
The  annual  interest  on  the  various  kinds  ranges  from 
2.6%  to  3'/,.    The  prizes  range  from  $20,000  to  $200. 

(3)  French  City  Bonds  (Villes  Frangaises) 

The  most  important  are  the  bonds  of  the  following 
towns:  (a)  Amiens.  4%,  100  frs.  bonds,  prizes  from  $5,000 
to  $40;  fb)  Lyon,  3%.  100  frs.  bonds,  prizes  from  $10,000 
to  $30;  (c)  Marseille,  3%,  400  frs.  bonds,  prizes  from  $20,- 
000  to  $200. 

(4)  Other  Bonds,  Not  Bearing  Interest 

Panama  Bonds  (Bons  Panama)  frs.  400.  redemption  at 
par  commenced  1913,  prizes  range  from  $100,000  to  $200; 
Congo  Bonds  (Lots  du  Congo)  100  fr.  bonds,  prizes  of 
from  $30,000  to  S80;  Turkish  Bonds  (Lots  turcs)  240  fr. 
bonds,  prizes  of  from  $120,000  to  $200. 


778  FRENCH     SECTION 

PREFERENCE  MORTGAGE  BONDS  (OBLIGATIONS 
DE  PRIORITE,  OR  OBLIGATIONS  PRIVILEGIEES) 

It  is  not  usual  for  French  companies  to  issue  bonds 
having  different  rights  of  priority  as  to  security,  but  bonds 
of  this  kind,  of  foreign  railway  companies  such  as  the  North 
of  Spain  Railways,  are  dealt  in  on  the  Paris  Bourse. 

Guaranteed  Bonds  (Delegations) 

These  are  bonds  having  special  rights,  such  as  the 
"Delegations  de  Suez,"  which  were  issued  to  cover  the 
amount  of  the  unpaid  interest  coupons  on  the  Suez  Canal 
shares  of  the  Viceroy  of  Egypt.  The  Egyptian  Govern- 
ment has  guaranteed  these  delegationg!  by  depositing  the 
interest  coupons  of  the  shares.  This  class  of  security  is 
usually  repayable  within  a  short  period,  of  about  25  years. 

Interest  Bonds  (Bens) 

These  are  issued  by  companies  to  cover  the  amounts 
of  arrears  of  interest  on  shares  or  bonds.  They  are  treated 
as  ordinary  bonds,  and  are  usually  redeemable  within  a 
short  period,  bearing  interest  meanwhile  at  a  low  rate. 

Lottery  Bonds  (Bons  a  Lots) 

These  give  the  right  to  share  in  prize  lotteries;  exam- 
ples are  the  issues  of  bonds  by  the  French  Government  in 
connection  with  the  Paris  Exhibitions.  Ordinary  lotteries, 
for  charitable  or  other  purposes,  are  now  prohibited  in 
France,  unless  the  issue  is  authorized  by  a  special  decree 
of  the  Governm.nt,  which  is  only  granted  after  a  strict 
enquiry,  and  under  careful  supervision. 

Finance  Companies'  Shares  (Parts  de  Societes  Civiles) 

Although  civil  companies  are  not  permitted  to  carry 
on  trade,  these  "parts"  are  treated  like  the  shares  of  trad- 
ing companies.     An  example  of  this  class  of  company  is 
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the  one  founded  to  recover  the  15%  of  the  profits  of  the 
Suez  Canal,  to  which  the  Egyptian  Government  was  en- 
titled. 

Founders'  Shares  (Parts  de  Fondateur) 

Contrary  to  the  American  practice,  Erench  founders' 
shares  do  not  give  any  right  to  share  in  the  capital  of  the 
company ;  they  only  give  the  right  to  a  certain  share  in 
the  net  profits  of  the  company,  subject  to  stated  conditions. 
Their  dividends  are  usually  deferred  until  a  certain  per- 
centage has  been  paid  on  the  other  classes  of  shares.  On 
the  dissolution  of  the  company,  the  founders'  shares  have 
no  value,  as  they  cannot  share  in  the  distribution  of  the 
assets  or  of  the  surplus  profits  of  the  company. 

The  holders  of  founders'  shares  cannot  act  as  directors, 
nor  speak  at  general  meetings,  nor  vote  for  or  against  the 
approval  of  the  annual  balance  sheets. 

Founders'  shares  are  issued  on  the  formation  of  a  pub- 
lic stock  corporation,  either  in  payment  of  services  in  the 
promotion  of  the  company  or  for  assets  transferred,  or 
even  as  bonuses  to  the  original  subscribers  of  ordinary 
shares. 

These  founders*  shares  are  negotiable  immediately, 
whereas  vendors'  shares  (actions  d'apport)  are  not  nego- 
tiable until  two  years  after  the  formation  of  the  company. 
On  the  other  hand,  the  holders  of  vendors'  shares  may  act 
as  directors ;  they  have  full  voting  powers,  and  are  entitled 
to  share  in  the  assets  on  a  dissolution. 

Annuities  (Annuites) 

These  are  bonds  on  which  the  interest  is  payable  half- 
yearly  ;  the  redemption  is  effected  by  annual  drawings,  by 
lot.  They  are  issued  by  the  French  Government,  and  also 
by  financial  and  industrial  companies.  The  interest  varies 
with  the  security,  but  it  is  not  usually  over  6%  per  annum ; 
they  are  generally  irredeemable. 


French  Stock  Exchange  Practice 

PART  III 
PRACTICAL  DETAILS 


THE  WORKING  OF  THE  PARIS 
BOURSE 

TERMS  APPLIED   TO  THE   MARKET 

Marche  ferme,  inclined  to  an  advance. 

"  mauvais,  prices  tending  downwards. 

"  mil,  little  or  no  business  done. 

"  lourd,  undecided  and  in  favour  of  sellers. 

"  faible,  falling  tendency. 

"  en  hausse,  market  rising. 

*■  en  baisse,  market  falling. 

Agents  de   Change 

They  have  the  standing  of  officers  of  the  Government. 
They  are  appointed,  for  the  Paris  Bourse,  by  the  President 
of  the  Republic,  on  the  nomination  of  the  Minister  of 
Finance.  The  Minister  of  Commerce  replaces  the  Minister 
of  Finance  in  nominations  for  provincial  Bourses. 

There  is  only  one  class  of  Agents  de  Change,  and  they 
are  all  brokers.  The  "jobber"  of  the  London  Exchange 
has  no  equivalent  on  the  Paris  or  other  foreign  Bourses. 

Agents  de  Change  have  the  monopoly  of  dealings  on 
the  Bourse  in  government  securities  and  precious  metals, 
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as  well  as  the  exclusive  right  of  fixing  market  prices  of 
securities  included  in  the  ofificial  list. 

The  Paris  Agents  de  Change  each  give  security  for 
$50,000.  Their  number  in  Paris  is  limited  to  70.  Every 
member  must  have  his  full  rights  as  a  citizen,  must  have 
done  his  military  service,  and  must  have  served'  at  least 
4  years  in  a  bank  or  commercial  firm,  or  w^ith  a  notary. 
If  expelled,  he  cannot  be  readmitted. 

He  is  compelled  to  keep  books  of  acount,  and  to  take 
note  of  every  transaction  effected  by  him.  In  case  of  bank- 
ruptcy, he  is  liable  to  be  arrested  and  treated  as  a  fraudu- 
lent bankrupt.  He  is  personally  responsible  for  delivery 
of  the  sec'.nities  dealt  in  by  him,  and  for  their  payment. 
The  whole  body  of  Agents  de  Change  guarantee  his  liabil- 
ities to  the  public  with  their  common  fund  of  $100,000,000. 

He  may  either  deal  for  the  settlement  or  for  cash.  For 
cash  transactions,  he  pays  against  receipt  of  the  certificates 
and  delivers  only  against  cash  payment. 

The  market  is  open  daily  (except  Sundays)  from  12 
noon  to  3  p.  m.  In  July  and  August  the  hours  are  from 
12  noon  to  2  p.  m.,  except  on  settlement  days.  The  opening 
and  the  closing  of  the  market  are  announced  by  the  ringing 
of  a  bell.  The  "Avant- Bourse"  is  the  time  before  these 
ofificial  hours ;  the  "Apres-Bourse"'  is  the  time  after  the 
official  closing.  Dealings  may  be  done  both  before  and 
after  official  hours,  but  they  are  not  included  in  the  official 
markings.  The  duration  of  these  unofficial  hours  depends 
upon  the  transactions  to  be  effected  between  the  authorised 
clerks  (commis)  of  the  dift'erent  brokers. 

The  "fonde  de  pouvoirs"'  of  an  Agent  de  Change  is  his 
head  assistant,  he  is  entitled  to  deal  and  to  sign  for  his 
employer,  by  having  a  procuration  (power  of  attorney). 
An  Agent  de  Change  may  have  partners,  to  furnish  a  part 
of  the  capital  required  for  purchasing  the  business.  He 
must  not  divulge  the  names  of  his  customers,  nor  the 
dealinsfs  made  for  them. 
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The  market  quotations  are  noted  by  an  otricial  marker, 
"le  coteur,"  one  being  appointed  for  each  separate  market 
or  group  of  securities  in  which  there  are  dealings. 

The  Stock  Exchange  Committee  (Chambre  Syndicate 
des  Agents  de  Change)  controls  the  carrying  out  of  the 
rules,  publishes  the  market  quotations,  and  exercises  disci- 
pline over  all  the  members.  It  has  the  right,  together  with 
the  Minister  of  Finance,  of  granting,  refusing,  or  suspend- 
ing the  quotations  of  any  particular  foreign  securities 
(stocks)  in  France. 

The  Minister  of  Finance  can  veto  the  admission  to  quo- 
tation of  the  loans  of  any  foreign  State  or  foreign  town. 

The  Committee  has  no  responsibility  for  the  liabilities 
of  its  members,  but,  in  the  case  of  the  failure  of  any 
member,  it  always  intervenes  for  the  credit  of  the  cor- 
poration. 

The  Official  Paris  Bourse  is  open  from  12  noon  to  3 
o'clock  daily,  except  Sundays  and  holidays.  Every  citizen 
has  the  right  to  enter  the  Bourse  for  buying  or  selling,  or 
to  see  their  orders  executed,  or  for  instructing  stockbrokers. 
Members  of  the  public  have  the  full  right  to  buy  and  sell, 
as  between  themselves,  without  employing  brokers,  but  in 
practice  this  is  rarely  done,  intermediaries  being  employed. 

The  intermediaries  are  the  "Agents  de  Change,"  and 
also  the  "Coulissiers,"  who  form  a  separate  body  of  un- 
official stockbrokers. 

Small  lots  and  dealings  in  foreign  stocks  and  bonds,  of 
less  than  $100  par  value,  are  generally  handled  by  the 
Coulissiers^  who  also  deal  in  a  few  special  securities  over 
500  frs.  par. 

The  Official  Stock  Exchange  list  of  market  quotations 
(la  Cote  Officielle)  is  published  each  evening,  by  the 
Stock  Exchange  Committee,  and  is  sold  to  the  public.  The 
subscription  is  12  frs.  per  annum. 

Smoking  is  permitted  on  the  Bourse  at  all  times. 
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"Marche  de  la  Coulisse"  and  "Marche  en  Banque" 

The  volume  of  transactions  treated  on  the  Paris  Bourse 
being  too  great  to  be  dealt  with  by  the  limited  number  of 
70  official  brokers  (Agents  de  Change),  an  additional  body 
of  brokers  has  been  created,  called  the  "Coulissiers"  (Lobby 
men). 

They  deal  in  all  securities  which  are  not  included  in 
the  list  of  the  Cote  Officielle.  Their  market  is  called  the 
"Marche  Libre"  (free  market),  or  "Marche  de  la  Coulisse," 
or  "Marche  en  Banque."  They  publish  a  special  list,  called 
the  "Cote  du  Syndicat  des  Valeurs  en  Banque  a  Terme  ou 
au  Comptant."  Lists  which  are  published  under  the  title 
of  "Cote  en  Banque"  have  no  authority. 

The  Coulisse  market  is  open  from  11.45  a.  m.  to  4  p.  m. 
The  time  between  3  p.m.  and  4  p.m.  is  called  the  "apres- 
Bourse"  (after  market  hours)  ;  the  time  before  12  noon  is 
called  the  "avant-Bourse." 

The  "Parquet"  and  the  "Coulisse" 

The  market  of  the  Agents  de  Change  is  called  "Le 
Parquet"  (the  floor),  to  distinguish  it  from  the  market  of 
the  Coulissiers,  which  is  called  "La  Coulisse"  (the  Lobby). 

Security 

The  members  of  the  Coulisse  have  a  separate  commit- 
tee, formed  on  the  model  of  that  of  the  Agents  de  Change. 
Each  member  of  the  Coulisse  must  be  a  French  subject, 
and  must  have  a  capital  of  $20,000,  for  the  Rente  or  cash 
market,  and  of  $100,000  for  the  settlement  market  (Le 
Terme). 

The  Coulissiers  (unofficial  brokers)  demand  less  cover 
than  the  official  brokers  (Agents  de  Change). 

Customers  generally  prefer  to  deal  with  the  unoft'icial 
broker,  because  they  may  attend  the  Bourse  with  him,  and 
be  present  while  he  buys  or  sells  on  their  behalf,  and  they 
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may  confer  with  him  and  instruct  him  during  his  dealings 
in  the  market  with  the  other  brokers. 

Orders  received  by  the  unofficial  brokers  for  trans- 
actions for  the  settlement,  in  any  of  the  securities  quoted 
in  the  Official  List,  must  be  transferred  to  the  official 
brokers,  who  have  the  monopoly  of  such  dealings,  but  the 
commission  is  shared  ("split"). 

Every  transaction  in  securities  quoted  in  the  official  list 
is  illegal  if  carried  out  otherwise  than  through  an  official 
broker  (Agent  de  Change).  On  the  other  hand,  the  official 
brokers  must  pass  over  to  the  unofficial  brokers  (Coulis- 
siers)  all  orders  given  by  their  clients  for  dealings  in  secu- 
rities which  are  quoted  in  the  unofficial  list,  that  of  "la 
Coulisse." 

Remisiers 

These  are  intermediaries  between  the  public  and  the 
official  and  unofficial  brokers;  they  receive  orders  from 
customers,  which  they  transmit  to  the  brokers,  and  they 
are  present  while  the  purchases  or  sales  are  carried  out 
on  the  Bourse,  so  watching  over  the  interests  of  their 
customers. 

"Banquiers-Remisiers" 

These  are  remisiers,  who  use  this  unauthorised  title 
with  the  intention  of  making  it  appear  that  they  are  mem- 
bers of  a  duly  constituted  corporation. 

Remisiers  may  gave  advice  to  customers,  and  may 
keep  them  informed  of  market  movements ;  this  is  for- 
bidden to  official  brokers. 

The  Remisiers  are  not  allowed  to  charge  for  their 
advice  or  for  having  purchases  or  sales  made  on  behalf  of 
customers ;  they  may  only  charge  the  commission  paid  to 
the  brokers.  For  their  services,  they  usually  receive  a 
proportion  of  the  net  profit  on  the  transactions  carried  out 
for  customers,  according  to  arrangement. 
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OUTSIDE  BROKERS 

It  is  not  possible  for  outside  brokers  to  escape  liability 
in  France  by  alleging  that  the  transactions  between  them- 
selves and  the  customer  were  gaming  or  wagering.  Every 
member  of  the  public  who  gives  orders  to  a  broker  or 
dealer,  for  buying  or  selling  securities,  can  claim  damages, 
and  the  return  of  any  money  paid,  if  the  transaction  is  not 
actually  carried  out  on  the  Bourse. 

Therefore  it  is  not  safe  for  a  dishonest  outside  broker 
to  state  that  he  acts  as  an  agent  for  the  public;  he  could 
not  retain  'cover,"  nor  claim  for  loss  on  dealings,  unless 
he  could  prove  that  there  were  actual  dealings  made  for 
the  customer  on  the  Bourse.  If  a  firm  of  outside  brokers 
is  speculating  against  its  customers,  it  is  called  a  "maison 
de  contre-partie"  (bucket-shop).  Such  a  broker  may  only 
act  as  principal  if  he  declares  his  position  clearly  to  his 
customers,  and  in  advance. 

It  is  easy  to  distinguish  when  a  broker  intends  to  spec- 
ulate against  his  customer,  because,  to  cover  his  liability, 
the  broker  declares  that  he  "n'agit  pas  en  mandataire" 
(does  not  act  as  agent),  or  he  states  that  "les  operations 
sont  engagees  sous  ma  propre  responsabilite"  (these  oper- 
ations are  undertaken  on  my  own  responsibility). 

French  courts  give  prompt  redress  against  dishonest 
outside  brokers,  who  are  quickly  suppressed.  Inj  France 
there  exists  the  right  to  put  a  swindler,  or  a  suspected  man, 
in  prison  and  to  keep  him  there  indefinitely  until  he 
arranges  to  restore  what  he  has  stolen  or  proves  himself 
innocent  of  the  suspected  ofTence. 


SECURITIES    OFFICIALLY   QUOTED 

The  securities  quoted  in  the  official  list  (Cote  Officielle) 
are  divided  into  two  classes: 
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(1)  Securities  Dealt  in  for  Cash  or  for  the  Settlement 

(a)  French  government  securities;  (b)  Treasury  bonds; 
(c)  Liquidation  bonds;  (d)  Shares  of  French  companies; 
(e)  Foreign  government  securities:  (f)  Shares  of  foreign 
companies. 

(2)  Securities  Dealt  in  for  Cash  Only 

(a)  Loan  securities  of  French  towns  and  provinces 
(Departements)  ;  (b)  Shares  and  bonds  of  French  com- 
panies ;  (c)  Foreign  government  and  foreign  municipal 
securities;  (d)   Shares  and  bonds  of  foreign  companies. 

Rentes  Francaises 

There  are  two  descriptions  of  the  Rente: 

(1)  The  3%  irredeemable,  called  the  "3%  perpetuelle." 

(2)  The  convertible  3%,  called  'Tamortissable." 

Both  kinds  are  quoted  in  the  official  list. 

They  are  in  two  forms :  registered  (nominative)  and 
bearer  certificates  (au  porteur). 

Nominative  certificates  have  printed  compartments  on 
the  back  for  marking  the  periodical  payments  of  interest. 
The  arrears  of  interest  may  be  claimed  during  10  years. 

Bearer  certificates  have  coupons  attached,  for  the  inter- 
est payments  during  .S  years.  In  cases  of  loss,  no  duplicate 
bearer  certificates  are  issued,  except  under  very  trouble- 
some conditions  and  after  long  delays. 

The  certificates  on  which  no  interest  has  been  claimed 
for  5  years  are  cancelled. 

Rentes  are  not  subject  to  distringas  or  oppositions 
(injunctions). 

They  are  free  from  stamp  duties  and  taxes  and  the 
coupons  are  payable  free  of  any  deductions.  The  certifi- 
cates are  renewed  on  the  interest  coupons  being  exhausted. 

Nominative  certificates  are  date  stamped  on  the  back. 
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at  the  time  of  presentation  for  payment  of  each  instalment 
of  interest.  The  coupons,  only,  of  Bearer  certificates  need 
be  presented  for  payment. 

Interest  accrued  due  since  the  payment  of  the  last 
coupon  belongs  to  the  buyer,  unless  the  sale  takes  place 
during  the  fortnight  before  the  date  of  the  payment  of 
interest,  when  it  belongs  to  the  seller.  For  this  reason 
these  securities  are  sold  ex-coupon  15  days  before  the 
actual  dates  of  payment  of  the  interest.  The  interests  are 
payable  in  quarterly  instalments,  as  follows : 

On  the  perpetuelle  3%,  on  the  1st  January,  1st  April, 
1st  July,  and  1st  October. 

On  the  amortissable  3%,  16th  January,  16th  April,  16th 
July,  and  16th  October. 

The  "taux  nominatif"  is  the  nominal  interest  of  3% 
payable  on  the  par  value  of  100  frs.  The  "taux  reel"  is 
the  actual  yield,  calculated  on  the  day's  market  price. 

For  the  perpetuelle  3%,  no  time  is  fixed  for  the  re- 
demption. 

For  the  amortissable  3%,  the  total  amount  is  redeem- 
able, at  par  \alue,  in  7S  yearly  instalments,  commencing 
1878,  and  finishing  1953,  by  annual  drawings  taking  place 
on  the  1st  March. 

It  is  important  to  notice  that  orders  to  buy  or  sell 
Rentes  are  .given  by  the  amount  of  the  interest  receivable 
(chiftre  de  rente)  ;  thus : 

A  sale  of  300  frs.  of  Rente  means  a  sale  of  that  quantity 
which  would  give  a  yearly  interest  of  300  frs. ;  this  would 
be  10,000  frs.  of  nominal  value  of  the  3%  bonds. 

vSales  or  purchases  "au  comptant"  (for  cash),  of  the 
perpetuelle  3%,  are  for  coupures  (certificates)  of  3,  4,  5,  6, 
7,  8,  9,  10.  20,  30,  50,  100,  200,  300,  500,  1,000,  1,500,  or  3,000 
frs.  of  income,  and  in  certificates  "au  porteur"  (bearer)  or 
"mixte"  certificates. 

The  "mixte"  certificates  are  nominative,  but  they  have 
interest  coupons  attached,  payable  to  bearer. 
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The  3%  amortissable  is  sold  for  cash,  in  coupures  of 
15,  30,  60,  150,  300,  600,  1,500  and  3,000  frs.  of  interest, 
and  in  either  bearer  or  nominative  certificates.  There  are 
no  "mixte"  certificates  in  the  3%  amortissable. 

The  minimum  certificate  is  15  frs.  of  interest,  being 
500  francs  of  capital  value  at  par. 

Transfers  of  Registered  (Nominative)  Rentes 

The  holder  deposits  his  certificate  at  the  transfer  ofifice 
of  the  Treasury,  with  a  demand,  signed  by  the  holder,  or 
his  properly  authorised  agent,  asking  for  the  transfer  to  a 
person  named.  The  vendor's  signature  must  be  certified 
by  an  official  broker  (Agent  de  Change).  A  receipt  is 
given  for  the  certificate. 

Two  days  later,  a  new  certificate  is  issued  to  the  pur- 
chaser, in  return  for  the  surrender  of  the  receipt  given  to 
the  former  holder. 

For  the  sale  of  a  nominative  certificate,  the  vendor  must 
give  proof  of  his  identity. 

Orders  for  Bonds 

It  is  important  that  in  all  orders  for  buying  or  selling, 
the  French  term  for  bonds,  "Obligations,"  should  be  stated, 
to  prevent  confusion  with  shares  (actions).  The  words 
"titres"  or  "valeurs"  are  general  terms  applying  to  both 
shares  and  bonds. 

Larger  Dividends  on  Registered  Shares  and  Bonds  (Titres 
Nominatifs) 

Registered  securities  are  not  liked  in  France,  on  account 
of  the  formalities  required  for  transfer  and  the  delays  in 
realising. 

The  great  advantage  of  their  use  is  the  security  afforded 
in  the  case  of  theft  or  loss,  as  the  negotiation  of  them  can 
be  stopped,  and  a  new  certificate  may  be  obtained  after  6 
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months.  On  the  other  hand,  for  a  lost  bearer  security,  no 
interest  or  dividends  can  be  drawn  for  2  years,  and  not 
until  security  has  been  given  for  the  full  value  of  the  bond. 
A  new  certificate  will  not  be  issued  until  after  10  years, 
while  the  expenses  in  proving-  the  ownership  are  consid- 
erable. 

The  chief  advantage  of  registered  securities  is  that 
they  are  not  subject  at  the  time  of  sale  to  the  transfer  tax 
(I'impot  de  transmission),  which  is  paid  once  annually  on 
all  bearer  securities,  by  deduction  from  the  dividends  and 
interest  receivable. 

Subscribers  for  shares  are  always  entitled  to  call  spe- 
cially for  registered  shares.  Buyers  of  Bearer  certificates 
may  have  them  converted  into  registered  shares  by  paying 
a  fee  of  10c.  per  share,  at  the  time  of  purchase. 

Transfer  Tax 

The  Transfer  Tax  on  bearer  securities  is  J^%  (50  cents 
per  $100)  on  their  market  value,  on  the  basis  of  the  market 
price  during  the  three  months  previous  to  the  payment 
of  dividends.    The  tax  is  deducted  from  the  dividends. 

Advantages  of  Bearer  Securities 

The  chief  reason  why  Bearer  bonds  and  Bearer  certifi- 
cates are  preferred  in  France  is  the  ease  and  promptness 
with  which  they  can  be  negotiated  or  used  for  borrowing. 

Everyone  saves  and  invests  in  securities,  but  great 
secrecy  is  observed  by  individuals  as  to  the  amount  of 
their  savings. 

Almost  all  surplus  cash  can  be  invested,  because  bank- 
ers make  advances  immediately  on  Bearer  securities,  both 
to  clients  and  to  the  public;  the  amounts  of  such  advances 
vary  from  50%  to  90%,  and  the  rates  of  interest  charged 
are  low. 

Or,  such  securities  can  be  sold,  and  the  proceeds  drawn. 
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within  3  days ;    the  stockbroker    will    make    an   advance 
against  their  deposit  for  sale. 

The  secrecy  and  speed  of  raising  money  in  this  way 
appeals  strongly  to  the  French  public,  even  though  the 
bearer  securities  give  a  lower  yield  of  annual  interest. 

Transfer  of  Registered  Shares  and  Registered  Bonds 

Some  companies  issue  only  registered  share  certificates, 
while  others  issue  both  registered  shares  and  Bearer  cer- 
tificates. 

Where  only  registered  shares  are  issued,  the  seller  has 
only  to  sign  the  transfer  form  and  the  transfer  is  made 
quickly,  the  consent  of  the  Board  of  Directors  not  being 
usually  required  for  passing  the  transfer. 

Disadvantages  of  Registered  Shares  and  Bonds 

When  both  registered  shares  and  Bearer  certificates  are 
in  existence  for  the  same  class  of  shares,  the  transfer  of  a 
Registered  share,  to  a  buyer  who  also  wishes  to  have 
a  Registered  certificate,  is  a  tedious  process.  Each  com- 
pany has  special  transfer  requirements,  and  the  delays  in 
issuing  the  fresh  certificates  are  long,  and  involve  waiting 
for  signatures. 

To  avoid  these  inconveniences,  intending  sellers  often 
surrender  their  Registered  share  certificates,  exchanging 
them  for  Bearer  certificates. 

This  change  can  be  made  rapidly;  then  the  sale  of  the 
Bearer  certificates,  and  the  receipt  of  the  price,  is  a  matter 
of  a  few  days  only. 

The  following  are  further  inconveniences  attaching  to 
registered  shares  in  France: 

A  married  woman  cannot  buy  Registered  shares  with- 
out the  consent  of  her  husband.  If  she  wishes  to  sell  them, 
she  must  produce  an  attested  copy  of  her  marriage  contract, 
to  prove  that  they  are  her  own  property  and  entirely  under 
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her  own  control.  A  widow  must  state,  in  all  transfers,  the 
full  name  of  her  late  husband. 

Executors  cannot  sell  Registered  shares  without  pro- 
duction of  the  certificate  of  death,  and  an  inventory  of  the 
property  of  the  late  owner. 

A  firm,  in  selling  Registered  shares,  must  produce  a 
copy  of  its  partnership  agreement  or  the  articles  of  incor- 
poration, if  it  is  a  company,  and  a  copy  of  the  French  legal 
journal  in  which  it  has  been  published. 

It  must  be  remembered  that  France  is  a  country  of  red 
tape  methods,  and  that  the  investor  seeks  to  escape  from 
formalities  in  buying  Bearer  warrants  and  Bearer  bonds. 

"Conversions"  and  Transfers 

Every  holder  of  shares  or  bonds  has  the  right  to  trans- 
fer Bearer  securities  to  the  Registered  form,  or  vice  versa, 
if  the  issue  of  Bearer  certificates  is  permitted  to  the  com- 
pany. 

Distinctive  expressions  are  used  for  the  two  different 
exchanges;  "le  transfert"  is  the  exchange  of  a  Bearer  secu- 
rity to  a  Registered  security;  "la  conversion"  is  the  ex- 
change of  a  Registered  security  for  a  Bearer  security. 
These  exchanges  need  certifying  by  an  Agent  de  Change 
or  other  official. 

Formalities  and  Costs  of  Transfer 

For  shares  or  bonds  which  are  only  issued  in  Registered 
form,  the  buyer  pays  the  costs  of  transfer.  He  has  to  sign 
an  acceptance  of  transfer  (une  feuille  d'acceptation  de 
transfert)  ;  the  seller  signs  the  transfer  form  (la  feuille  de 
transfert).  If  the  purchase  or  sale  takes  place  through  a 
banker,  a  charge  of  2  frs.  or  more  is  usually  made  by  him 
for  each  Registered  certificate  required ;  the  charge  is  de- 
manded from  either  buyer  or  seller,  and  occasionaily  from 
both  parties. 
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All  bankers  demand  a  delay  of  about  7  days,  within 
which  to  buy  or  sell  securities  for  their  clients;  it  need 
hardly  be  said  that  the  client  generally  pays  the  highest 
purchase  quotation,  and  receives  the  lowest  selling  price  of 
that  period. 

For  securities  which  are  issued  in  both  the  Registered 
and  Bearer  forms,  the  payment  of  the  transfer  expenses  is 
a  matter  for  arangement. 

The  transfer  costs  may  be  averaged  at  2%  on  the  pur- 
chase price,  plus  4  cents  per  share  or  bond  for  stamp. 

Ex-dividend 

Securities  which  are  to  be  sold  by  an  Agent  de  Change, 
on  the  official  market,  must  be  in  accordance  with  the 
official  quotation  as  to  coupons. 

A  security  quoted  "jouissance  juillet"  (July  title)  has 
had  the  July  coupon  detached ;  it  is  ex  the  July  coupon. 

Another  method  of  quoting  is  to  indicate,  by  the  num- 
ber, the  last  coupon  which  has  been  detached,  thus :  the 
official  quotation,  "jouissance  ex-coupon  3,"  means  that 
the  coupon  number  3  has  been  detached  and  collected. 

In  the  unofficial  market  (le  Marche  Libre)  it  is  per- 
mitted to  negotiate  certain  shares  even  minus  coupons  not 
yet  due  for  payment,  but  such  irregularity  must  be  clearly 
stated  by  the  seller  at  the  time  of  the  offer  for  sale. 

Securities  Redeemable  by  Annual  Drawings 

The  following  regulations  apply  to  all  transactions  on 
the  official  market  (au  Parquet)  : 

In  order  that  the  buyer  may  participate  in  the  drawings, 
the  purchase  must  be  at  least  5  clear  days|  prior  to  the 
drawings,  two  more  days  must  be  allowed  for  the  sale  and 
the  drawing. 

Seven  clear  days  are  required  in  purchasing  the  3% 
amortissable  Rente. 
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The  Stock  Exchange  Committee  may  inflict  a  penalty 
for  delay  in  delivery. 

On  the  unofficial  market,  securities  giving  the  rights  to 
share  in  drawings  may  be  purchased  at  any  time  prior  to 
the  actual  hour  of  the  drawing. 

In  ordering  the  purchase  of  shares  giving  this  right  of 
participation  in  drawings,  they  should  be  described  as 
"titres  livrables"  (good  delivery)  ;  without  the  right,  they 
are  called  "titres  non-livrables"  (bad  delivery). 

Securities  with  Subscription  Rights  (Titres  a  Souscrire) 

These  are  new  issues  of  shares  or  bonds  for  which  the 
rights  of  subscription  are  reserved  to  the  holders  of  exist- 
mg  shares  or  bonds. 

Securities   Not   Negotiable;   Bad  Deliveries   (Titres   Non- 
negociables) 

The  following  are  bad  deliveries  on  both  the  official  and 
unofficial  markets:  (1)  Vendors'  or  promoters'  shares, 
within  2  years  from  the  formation  of  the  company ;  (2) 
shares  deposited  with  a  company  by  directors  or  auditors, 
during  their  term  of  oft'ice,  as  security  for  performance  of 
their  duties;  (3)  shares  which  have  been  redeemed  as  to 
capital,  unless  purchased  as  "actions  de  jouissance";  (4) 
securities  for  which  notice  of  opposition  (injunction)  has 
been  given ;  (5)  securities  which  have  been  produced  in  a 
bankruptcy;  (6)  securities  which  are  torn,  or  irregular  in 
form ;  (7)  securities  with  any  markings,  in  ink  or  lead,  in 
the  body  of  the  certificate;  (8)  shares  in  arrears  as  to  calls; 
(9)  securities  of  which  the  coupons  have  been  exhausted 
by  successive  payments;  (10)  securities  which  are  not  in 
accordance  with  the  official  quotations;  (11)  foreign  secu- 
rities which  have  not  been  stamped  for  the  French  stamp 
duty,  or  for  which  the  stamp  duty  has  not  been  com- 
pounded, or  the  compounding  has  not  been  renewed. 
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French  Issues  of  American  Shares  and  Debentures 

American  companies  placing  their  shares  or  bonds  in 
France  generall}'  issue  them  at  a  premium.  This  permits 
of  allowing  to  the  French  bankers  and  brokers,  as  commis- 
sion, the  difference  between  the  par  value  and  the  French 
price  of  issue. 

The  selling  agents  are  usualh'  required  to  enter  into 
agreements  not  to  allow  such  shares  to  come  into  the  mar- 
ket within  12  months,  but  there  is  considerable  difficulty 
in  enforcing  such  conditions. 

The  most  eft'ective  method  of  preventing  the  sale  at  less 
than  the  issue  price,  is  to  detach  the  first  dividend  coupons, 
and  to  allow  the  deduction  of  their  exact  amounts  from  the 
selling  price.  This  renders  them  bad  delivery  for  all  deal- 
ings which  would  affect  the  market  quotations. 

Quotations  Ex-div.  (Detachement  de  Coupons) 

The  majority  of  the  securities  quoted  in  the  official  list 
are  "cum-div."  until  after  the  settlement  following  the  date 
at  which  the  coupons  become  payable. 

The  chief  exceptions  to  this  rule  are:  (1)  French 
Rentes,  which  are  ex-div.  15  days  before  payment  of  the 
interest ;  (2)  the  shares  of  the  Banque  de  France,  which 
are  ex-div.  on  the  27th  June,  and  the  27th  December,  and 
(3)  British  Consols,  ex-div.  one  month  before  the  date  of 
payment  of  interest. 

STAMP  DUTIES,  INCOME  TAX,  AND  OTHER 
TAXES 

French  Rentes  (la  Rente  Francaise) 

These  are  not  subject  to  any  stamp  duties,  nor  are  any 
taxes  on  the  income  deducted  from  the  interest  paid. 

All  other  securities.  French  or  foreign,  are  subject  to 
the  following  stamp  duties  and  taxes: 
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Taxes  on  Registered  Securities  (Valeurs  Nominatives) 

A  tax  of  4%,  on  the  annual  income,  is  deducted  from 
the  dividends  or  interest,  at  the  time  of  payment.  Thus,  a 
dividend  of  5%  on  200  frs.,  being  10  frs.,  Avould  be  paid, 
less  the  deduction  of  40  centimes,  making-  the  net  dividend 
9.60  frs. 

Transfer  Tax 

All  transfers  of  Registered  shares  are  subject  to  a  trans- 
fer tax,  called  "droit  de  mutation,"  at  the  rate  of  2%  on  the 
par  value.  This  is  only  payable  on  actual  transfers,  at  the 
time  of  transfer. 

Taxes  on  Bearer  Securities  (Valeurs  au  Porteur) 

A  tax  of  4%,  on  the  annual  income,  is  deducted  from  all 
dividends  or  interest  paid. 

Bearer  securities  pay  a  transfer  tax,  each  year,  at  the 
rate  of  50  centimes  per  100  frs.  (^4%),  based  on  the  average 
market  price  during  the  last  trading  year.  Both  the  tax  on 
the  income  and  the  annual  transfer  tax  are  deducted  from 
the  dividends  at  the  time  of  payment  of  the  coupons. 

Taxes  on  Prize  Bonds  (Titres  a  Lots) 

Bonds  which  are  redeemed  at  a  premium,  or  with  a 
prize,  pay  4%  on  the  difference  between  the  price  of  issue 
and  the  premium  paid  on  redemption,  or  on  the  amount 
of  the  prize  less  the  nominal  cost  of  the  bond. 

Declarations  of  Dividends  and  Interest  Coupons 

Every  two  weeks  the  Stock  Exchange  Committee  pub- 
lishes a  list  of  the  dividends  and  interest  coupons  declared 
payable,  showing  the  gross  amounts  declared  and  the  net 
amounts  payable  after  deduction  of  the  taxes.  Subscription 
to  this  list  costs  24  frs.  ($4.6?>),  per  annum. 
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Tax  on  Stock  Exchange  Dealings 

This  tax  is  calculated  on  the  selling  price,  and  is  30 
centimes  per  1,000  frs.  or  fraction  of  1,000  frs.  (30  cents 
per  $1,000).  Transactions  "carried  over"  only  pay  10 
centimes  per  1,000  frs.  (10  cents  per  $1,000). 

Stamp  Duties  (Droits  de  Timbre) 

All  securities  negotiated  in  France,  except  French 
Rentes,  are  subject  to  stamp  duties. 

No  securities  of  foreign  Governments  can  be  negotiated 
in  France  until  they  have  been  stamped  with  the  duty  of 
2%  on  the  full  nominal  value  of  each  certificate;  the  duty 
is  reckoned  on  a  minimum  of  100  frs.,  and  on  every  addi- 
tional 100  frs.  or  fraction  of  100  frs. 

If  the  security  is  not  already  stamped  with  the  French 
duty  stamp,  the  seller  must  have  it  stamped,  at  his  own 
expense,  before  delivery  to  the  buyer.  The  stamp  duty  is 
only  payable  once. 

STAMP  DUTIES  ON  FOREIGN  COMPANIES' 
SHARES  AND  BONDS 

Official  Quotation 

All  foreign  companies  must  compound  for  the  stamp 
duties  as  an  essential  condition  of  their  being  quoted  in  the 
Official  List.  If  a  foreign  company  neglects  to  pay  the 
periodical  amounts  of  duty,  or  if  it  ceases  to  continue  its 
contributions,  or  does  not  renew  its  undertaking  for  the 
payment  of  the  tax,  then  its  securities  are  promptly  struck 
out  of  the  Official  List.  The  efifect  is  that  such  securities 
cannot  afterwards  be  negotiated,  either  on  the  Bourse  or 
privately  in  France,  unless  the  certificates  are  stamped  at 
the  ordinary  rate  of  2% ;  the  stamp  must  then  be  paid  by 
the  seller. 

The  delivery  of  an  unstamped  security  gives  the  pur- 
chaser the  right  to  return  it  as   irregular,  or  to  have  it 
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stamped  and  to  claim  the  reimbursement  of  the  stamp  duty 
from  the  seller. 

OFFICIAL    STOCKBROKERS'    COMMISSIONS 

(COURTAGES  DES  AGENTS  DE  CHANGE) 

NOTE. — The  present  financial  disorganization  in  France  may  cause  advances 
in  the  normal  rates  here  quoted,  but  the  heavy  discount  on  the  French  franc  makes 
the  commissions  actually  much  less  than  the  old  rates,  as  reckoned  in  dollars. 

The  Paris  Stock  Exchange  Committee  (Chambre  Syn- 
dicale  des  Agents  de  Change  de  Paris)  fixed  a  standard 
rate  of  commission,  on  the  1st  July,  1898.  No  reductions 
of  these  charges  are  allowed,  nor  any  splitting  of  the  com- 
mission with  intermediaries,  but  this  is  done,  unofficially. 

Customers  passing  their  orders  through  intermediaries 
are  charged  by  them  a  separate  commission,  called!  bank 
commission  (commission  de  banque). 

This  is  usually  at  the  same  rate  as  that  charged  by  the 
Agent  de  Change,  so  that  the  customer  pays  double  com- 
mission. 

If  it  is  desired  to  save  this  extra  commission,  customers 
may  send  their  orders  direct  to  the  Agent  de  Change,  but 
there  is  the  inconvenience  that  this  official  broker  is  for- 
bidden to  give  advice  to  the  customer,  and  he  may  not 
manage  any  speculative  dealings  on  behalf  of  his  customer. 

How  Calculated 

The  commission  rates  are  charged  on  the  actual  amounts 
of  purchases  or  sales.  For  shares  which  are  not  fully  paid 
up,  the  commission  is  reckoned  on  the  net  price  paid, 
although  they  are  actually  quoted  on  the  basis  of  the  par 
value  (less  the  subsequent  deduction  of  the  unpaid 
amounts). 

Cash  Transactions  (au  Comptant) 

On  all  dealings  for  prompt  cash,  including  the  3% 
Rentes,  the  commission  is  10  centimes  per  1(X)  frs.  (10  cents 
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per  $100),  with  a  minimum  of  50  centimes  (10  cents)   on 
any  security  not  exceeding  500  frs. 

Legal  Proceedings  (Pieces  Contentieuses) 

Transactions  made  for  legal  matters  (judgments,  etc.) 
pay  54%  on  the  market  price. 

Dealings  for  the  Settlement  (a  Terme) 

On  all  French  Rentes  the  brokerage  is  12  frs.  50  per 
1,500  frs.  of  income  ($2.50  per  $10,000,  or  50,000  frs.  par 
value). 

On  all  securities  except  Rentes,  the  brokerage  is  10 
centimes  per  100  frs.  (10  cents  per  $100)  of  the  price,  with 
the  important  exception  that,  on  foreign  Government  secu- 
rities, which  are  quoted  over  50  frs.  per  100  frs.  ($10  per 
$20  bond),  the  maximum  commission  is  25  frs  ($5)  for  the 
minimum  quantity  negotiable,  with  an  additional  25  frs.  for 
each  similar  quantity. 

Carry-Over    (Reports) 

The  "carry-over"  (contango)  charges  on  French  Rentes 
are  the  same  as  for  dealings  ($2.50  per  $10,000  of  par 
value). 

On  all  other  securities  the  brokerage  is  l/12th%  for 
those  made  up  monthly,  and  l/20th%  for  those  made  up 
half-monthly. 

An  exception  is  made  of  foreign  Government  securities 
quoted  over  60%  of  their  par  value ;  the  maximum  broker- 
age is  then  15  frs.  ($3)  on  the  smallest  quantity  negotiable. 

For  example,  for  a  purchase  of  5,000  frs.  of  income,  of 
a  foreign  Government  security,  at  the  rate  of  105%,  the 
purchase  price  would  be  105,000  frs. ;  the  brokerage  is  not 
calculated  at  l/20th%,  which  Avould  be  52.50  frs.,  but  at 
15  frs.  for  each  portion  of  2,500  frs.  of  income,  which  is  the 
smallest  quantity  negotiable ;  the  brokerag^e  would  there- 
fore be  30  frs. 
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Double  Operations   (Franco  Courtage) 

When,  on  the  same  day,  in  the  same  market,  two  con- 
trary operations,  of  buyinof  and  selling,  are  carried  out  for 
the  same  person,  only  one  commission  is  chargeable,  on  the 
higher  amount,  whether  it  be  the  purchase  or  the  sale. 

UNOFFICIAL   BROKERS'    COMMISSIONS 

(COURTAGES  EN  COULISSE) 

There  is  no  fixed  scale  of  charges  for  the  unofficial 
brokers,  the  Coulissiers ;  the  rates  adopted  are  a  matter 
of  custom. 

Dealings  for  Cash  (Operations  au  Comptant) 

The  brokerage  is  /i%  on  all  securities,  whether  fully 
paid  or  only  partly  paid. 

The  minimum  for  any  one  transaction  is  1  fr.  (20  cents), 
and  the  minimum  per  security  is  25  centimes  (5  cents),  if 
quoted  under  100  frs.  ($20),  or  50  centimes  per  security  if 
over  100  frs. 

Dealings  for  Settlement  (Operations  au  Terme) 

On  the  3%  French  Rentes  the  brokerage  for  buying  or 
selling  is  12  frs.  50  per  1,500  frs.  of  income,  being  $2.50  per 
$10,000  par  value  of  the  principal.  The  same  rate  is  charged 
for  the  carry-over. 

On  the  Brazilian  and  Mexican  5%  Rentes,  the  charge  is 
25  frs.  for  each  5,000  frs.  of  income  ($5  per  $20,000  of  par 
value  of  principal). 

For  securities  which  have  monthly  settlements,  the 
brokerage  is  25  centimes  per  security,  up  to  50  frs. ;  50 
centimes  from  50  frs.  to  400  frs.,  and  ]^%,  on  the  capital 
when  over  400  frs.  For  the  carry  over,  the  same  rate  is 
charged. 
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Single  Commission  (Franco  Courtage) 

For  a  purchase  and  sale,  or  vice  versa,  on  the  same  day 
and  in  the  same  market,  only  one  brokerage  is  charged,  but 
on  the  higher  amount.    1  his  does  not  apply  to  a  carry  over. 

ORDERS  TO   BROKERS 

The  three  most  usual  methods  of  giving  buying  or  sell- 
ing orders  are: 

(1)  At  a  limit  (a  cours  fixe). 

(2)  At  the  average  or  middle  price  (au  cours  moyen). 

(3)  At  the  best  (au  mieux),  "at  the  market." 

In  the  unofficial  market  no  transactions  take  place  at 
the  middle  price. 

Markings  (la  Cote) 

The  dealings  in  each  market  are  noted  by  a  special 
marker  (le  coteur).  The  dealings  in  the  official  market 
(le  Parquet)  are  quoted  in  the  "Cote  Officielle,"  those  of 
the  unofficial  market  (la  Coulisse)  are  quoted  in  the  "Cote 
en  Banque."  Any  corrections  are  published  in  the  issue 
of  the  next  day,  followed  by  the  word  "hier"  (yesterday). 

Orders  at  a  Limit  (a  Cours  Fixe) 

Orders  at  a  fixed  price  often  remain  unexecuted,  even 
though  transactions  are  marked  at  the  same  figure.  As  all 
single  dealings  are  marked,  no  complaint  can  be  made  un- 
less a  lov/er  price  is  marked  while  there  were  buying  orders 
at  a  higher  rate,  or  vice  versa. 

Orders  at  a  limit  are  valid  only  for  one  day,  and  require 
renewal  the  following  day,  if  unexecuted,  unless  WTitten 
instructions  have  been  given  otherwise. 

Telephone  Orders 

Unless  specially  arranged  for,  orders  by  telephone  are 
not  accepted. 
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Orders  at  Middle  Price  (au  Cours  Moyen) 

The  basis  is  the  average  between  the  highest  and  lowest 
prices  during  the  same  day.  When  only  one  transaction 
is  marked,  middle  price  orders  are  executed  at  that  price; 
jf  there  are  no  markings,  middle  price  orders  cannot  be 
executed. 

These  orders  must  be  received,  at  latest,  between  11.30 
a.m.  and  12  noon,  for  the  Bourse  of  that  day,  in  order  to 
ensure  performance,  although  orders  received  during  the 
exchange  hours  are  frequently  executed.  Middle  price 
dealings  are  only  made  in  the  official  market. 

"At  Best"  Orders  (Ordres  au  Mieux)  "at  the  Market" 

These  orders  are  almost  always  executed,  and  as  early 
as  possible  after  receipt. 

Opening  and  Closing  Quotations   (aux  premier  et  dernier 
Cours) 

Orders  at  these  prices  are  almost  exclusively  for  settle- 
ment business,  being  very  rare  for  cash  business.  If  it  is 
desired  to  ensure  the  dealing  being  made,  it  is  better  to 
order  the  purchase  or  sale  "au  debut"  (at  opening),  or  "au 
cloture"  (at  closing),  when  they  will  be  transacted  during 
the  first  or  the  last  quarter  of  an  hour  of  the  market. 

Orders  with  Margin  (Ordres  au  Cours  Environ) 

An  order  given  for  a  purchase  at  "100  frs.  environ" 
(around  100  frs.)  would  justify  an  agent  buying  at  a  price 
v/hich  might  be  considerably  above  what  was  intended.  It 
is  better  to  state  a  limit,  thus:  "achetez  a  100  frs.,  environ 
5  centimes,"  which  means  that  the  limit  is  100.05  frs.  A 
selling  order  thus,  "vendez  a  100  frs.,  environ  5  centimes" 
(sell  at  100  frs.,  around  5  centimes),  limits  the  lowest  price 
to  99  frs.  95  centimes. 
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Connected  Purchase  and  Sale  ("Ordres  Lies,"  or  "Ordres 
Par  Contre") 

These  are  orders  for  a  purchase  and  a  sale  during  the 
same  day ;  although  only  one  commission  is  usually  charged, 
on  the  higher  sum,  the  broker  has  a  legal  right  to  charge 
two  commissions. 

The  orders  should  be  given  thus:  "achetez  un....,  au 
mieux,  contre  vente  un.  . .  .  au  mieux."  (Buy  1 .  . .  .  at  best 
against  sale  of  1 .  . .  .  at  best).  These  orders  are  executed 
the  same  day. 

Purchase  and  Sale  of  Same  Security  (Ordres  d'Abord  at 
Ensuite) 

These  orders,  although  connected,  need  not  necessarily 
be  executed  on  the  same  day;  only  one  commission  is,  how- 
ever, charged  on  the  dealings. 

An  example  would  be  the  sale  of  a  security  at  150  frs. 
and  its  repurchase  at  145,  thus:  "vendez  d'abord  50al5O 
frs.,  achetez  ensuite  50al45"  (sell  first  50  at  150  frs.,  buy 
afterwards  50  at  145). 

Execution  (Execution) 

A  dealing  made  at  any  price  between  the  highest  and 
lowest  quotations  of  the  day  is  held  to  be  a  proper  execu- 
tion, even  though  that  particular  price  is  not  officially 
marked. 

The  official  markings  are  four :  the  opening  and  closing 
prices,  and  the  highest  and  lowest  of  each  day.  It  is  not 
unusual  to  find  that  orders  have  not  been  executed,  even 
though  the  price  is  m.arked,  because,  since  even  one  dealing 
would  be  quoted,  especially  if  it  was  at  the  highest  or  low- 
est limit,  it  may  have  been  through  another  broker,  or  for 
another  client,  and  for  the  smallest  quantity  negotiable  for 
a  marking. 
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Duration  of  Orders  (Duree  des  Ordres) 

Unless  otherwise  agreed,  all  orders  given  to  Agents  de 
Change  and  to  Coulissiers  remain  in  force  for  one  day 

Orders  given  "a  revocation"  (until  cancelled)  are  in 
force  until  the  end  of  that  calendar  month  for  cash  dealings, 
or  until  the  next  settlement  for  other  orders.  This  rule  is 
the  same  for  both  official  and  unofficial  brokers.  Orders 
for  shorter  periods,  3  days,  a  week,  &c.,  are  a  matter  of 
arrangement. 

Variations  of  Price  (Variations  des  Cours) 

For  all  securities  on  the  Coulisse  (unofficial  market) 
the  minimum  rises  and  falls  are  as  follows : 

(1)  Shares,  under  100  frs.  each  ($20),  25  centimes  (5 
cents)  ;  above  100  frs.  each,  50  centimes. 

(2)  Bends,  of  all  kinds ;  25  centimes  each,  except  on 
very  large  amounts,  in  which  case  1  fr.  25  (25  cents)  is  the 
minimum. 

Claims  on  Prices  (Reclamations) 

All  complaints  relating  to  the  execution  or  non-execu- 
tion of  orders  should  be  made,  by  letter  or  telegram,  in 
time  to  be  received  before  the  opening  of  the  Bourse  of 
the  next  day.  Extra  time,  but  no  longer  than  return  of 
post,  is  allowed  for  country  and  foreign  orders.  No  other 
quotations  than  the  Official  List  and  the  "Cote  en  Banque" 
are  recognized;  all  complaints  must  be  based  on  these 
quotations. 

Deliveries  of  Securities  (Livraison  des  Titres) 

Deliveries  are  expected  to  be  made  at  the  earliest  pos- 
sible moment.    Partial  deliveries  may  be  refused.    On  the 

official  market  5  business  days  are  allowed  by  the  regula- 
tions for  delivery  of  bearer  securities,  after  which  time 
buying-in  or  selling-out  can  be  demanded.  In  practice  10 
days  is  the  usual  time  allowed. 
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For  cash  dealings  the  usual  course  is  for  the  seller  to 
deposit  his  securities  and  for  the  buyer  to  deposit  the  pur- 
chase price,  before  the  dealings  are  put  through. 

For  Registered  shares  8  days  are  nominally  allowed 
for  delivery,  after  which  time  the  transfers  cost  double. 
On  default  of  payment  against  delivery,  selling-out  may 
be  made  the  same  day. 

Coupons 

If  the  transaction  is  on  a  security  which  exists  both  in 
the  Registered  and  in  the  Bearer  form,  the  deliveries  should 
be  made  specially  early  when  near  the  dividend  time,  so 
as  to  give  the  purchaser  the  opportunity  of  changing  his 
Bearer  certificate  for  a  Registered  share,  in  order  to  escape 
the  extra  taxation  on  the  dividend  coupons.  Delays  in  de- 
livery, in  such  cases,  give  the  purchaser  the  right  to  claim 
the  difference  of  income  from  the  seller. 

For  French  securities,  if  any  coupon  has  been  prema- 
turely detached,  it  may  be  allowed  for  by  its  value  being 
deducted  from  the  price,  but  only  in  case  this  occurs  within 
a  month  from  the  declaration  of  the  payment  of  the  coupon. 
The  absence  of  any  unpaid  coupons  in  other  cases  would 
be  a  bad  delivery. 

For  foreign  securities  the  buyer  has  the  right  to  demand 
delivery  of  all  the  coupons. 

The  exchange  value  of  foreign  coupons  is  fixed  by  the 
official  list,  and  is  based  on  the  average  rate  of  exchange 
during  the  week  preceding  the  declaration  of  payment. 

Advice  of  Dealings  (Avis  d'Operes) 

Both  official  and  unofficial  brokers  advise  their  cus- 
tomers of  transactions  on  their  account,  by  letter,  either  on 
the  same  day  or  on  the  morning  following,  before  the  open- 
ing of  the  Bourse.  Such  advices  are  accepted  as  legal  evi- 
dence. 
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Contract  Note  (Bordereau) 

Every  contract  note  is  subject  to  a  stamp  duty  of  60 
centimes  (12  cents),  if  the  consideration  does  not  exceed 
10,000  frs.  ($2,000),  and  to  a  stamp  duty  of  1  fr.  30  (26 
cents),  for  higher  amounts. 

If  the  numbers  of  the  certificates  are  required  to  be 
stated  on  the  contract  note,  a  charge  of  5  centimes  per  num- 
ber is  payable. 

It  is  usual  to  charge  the  postage  of  the  contract  note. 

Transactions  During  Settlement   (Operations  en  Liquida- 
tion) 

For  orders  sent  immediately  before  or  during  the  liqui- 
dation, it  is  important  to  state  whether  they  are  intended 
for  that  settlement  or  for  the  next  one ;  "vendre  en  liqui- 
dation" is  to  sell  for  the  present  settlement;  "vendre  a  fin 
prochain"  (sell  for  the  end  of  the  next)  is  to  sell  for  the 
following  settlement. 

In  practice,  all  transactions  up  to  the  actual  hour  of 
making-up  are  for  the  current  settlement;  all  after  the  pub- 
lication of  the  prices  are  for  the  next  settlement. 

Terms 

To  speculate  for  the  fall,  bear  operations,  "vendre  a 
decouvert,"  or  "speculer  a  la  baisse";  to  speculate  for  a  rise, 
bull  operations,  "speculer  a  la  hausse" ;  difference,  la  dif- 
ference; settlement  market,  Marche  a  terme ;  pay  day, 
I'echeance;  settlement,  la  liquidation;  monthly  settlement, 
liquidation  de  fin  du  mois;  half-monthly  settlement,  liqui- 
dation de  quinze ;  to  carry  forward,  reporter;  making-up 
prices,  cours  de  compensation. 

COVER  OR  MARGIN  (LA  COUVERTURE) 

French  Rentes 

Agents  de  Change  require  larger  cover  than  the  unof- 
ficial brokers. 
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For  each  3,000  frs.  of  income  (100,000  frs.  par)  of  3% 
Rente  dealt  in,  the  Agent  de  Change  usually  requires  1,000 
frs.  cover  (1%).  In  normal  times  the  variations  of  price 
are  very  small. 

The  following  are  the  amoimts  usually  required  for 
speculative  transactions: — 

By  Agents  de  Change 

On  Government  securities:  on  French  3%  Rentes,  1,000 
frs.  cover  for  each  3,000  frs.  of  income,  100,000  frs.,  ^0,000 
of  principal  at  par  value;  on  Spanish  external  bonds,  2,000 
frs.  to  10,000  frs.  cover  for  each  3,920  frs.  of  income;  on 
Italian  Funds,  2,000  frs.  to  10,000  frs.  for  each  5,000  frs.  of 
income  (par  value  of  5%  principal,  100,000  lire,  $20,000)  ; 
on  Portuguese  Funds  and  Turkish  Funds,  2,000  frs.  to  5,000 
frs.  for  each  4,000  frs.  of  income. 

The  amounts  demanded  vary  according  to  the  financial 
position  of  the  customer  and  the  state  of  the  market. 

For  shares  and  bonds  of  trading  corporations  the  follow- 
ing cover  is  usually  demanded :  securities  not  quoted  above 
50  frs.  ($10)  cover  10  frs.  per  share  or  debenture;  quoted 
from  50  to  100  frs.,  cover  20  frs. ;  quoted  100  to  200  frs.,  30 
frs.  cover ;  quoted  from  200  to  300  frs.,  40  frs.  cover ;  quoted 
from  300  to  500  frs.,  50  frs.  cover ;  for  high-priced  and  very 
speculative  securities,  100  frs.  to  250  frs.  cover  on  each  se- 
curity. 

By  Coulissiers 

The  cover  demanded  is  less  than  that  asked  by  Agents 
de  Change,  being  as  follows : 

On  Government  Funds:  French  3%  Rentes,  1,000  frs. 
•  cover  per  3,000  frs.  of  income ;  Italian  Funds,  2,000  frs. 
cover  per  5,000  frs.  of  income;  Portuguese  and   Turkish 
Funds,  1,500  to  2,000  frs.  cover  per  4,000  frs.  of  income. 
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ON  SHARES  AND  BONDS 

Securities  quoted  at  not  more  than  50  f rs.,  10  f rs.  cover ; 
from  50  to  100  frs.,  15  frs.  cover;  100  to  200  frs.,  20  frs. 
cover;  200  to  250  frs.,  25  frs.  cover;  250  to  300  frs.,  30  frs. 
cover;  300  to  500  frs.,  40  frs.  cover. 

ON  OPTIONS  (PRIMES) 

The  cover  is  usually  the  amount  to  be  paid  for  the 
option,  plus  the  stamp  duty  and  the  brokerage  charges. 

ON    SPECULATIVE    TRANSACTIONS    (OPERATIONS 
A  DECOUVERT) 

For  speculative  sales  or  purchases,  the  amount  of  cover 

demanded  is  the  same  as  for  the  purchase  or  sale  for  taking 

up,  because  it  may  be  necessary  to  convert  speculations 

into  real  transactions.     There  is  no  restrictive  vi^agering 

clause   in    French   law,   therefore   speculative   transactions 

with  brokers  are  legal,  and  differences  may  be  sued  for. 

RULES  OF  THE  MONTHLY  SETTLEMENT   (REG- 
LEMENTS  DE  LA  LIQUIDATION  MENSUELLE) 

The  French  monthly  settlement  is  spread  over  five  days, 
as  follows: — 

Declaration  of  Options  (Reponse  des  Primes) 

Options  are  declared,  and  prices  are  made  up,  on  the 
last  day  but  one  of  each  month,  the  29th  or  the  30th  (27th 
or  28th  in  February).    The  prices  are  fixed  at  1.30  p.  m. 

General  Carry-Over  (Reports  et  Liquidation  Generale) 

This  is  on  the  last  day  of  the  month;  the  dealings  in 
Rentes  and  all  other  securities  are  settled  then. 

Ticket  Days  (Solde  des  Comptes) 

All  accounts  are  prepared  on  the  1st  and  2nd  days  of 
the  following  month,  and  forwarded  to  customers  on  the 
2nd  day. 
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Receiving  Accounts  from  Intermediaries  Who  are  Debtors 
(Paiement  des  Intermediaries,  Debiteurs) 

On  the  3rd  of  the  following  month  all  intermediari^ 
have  to  pay  the  accounts  they  owe  to  brokers.  Amounts 
payable  by  customers  should  also  be  paid  that  day. 

Delivery  of  Securities  and  Payment  of  Intermediaries  Who 
Are  Creditors  (Livraison  des  Titres  et  Paiement  aux 
Intermediaires  Crediteurs) 

This  is  on  the  4th  day  of  the  following  month. 

Payments  to  Clients  for  Differences  and  Securities  (Paie- 
ment des  Soldes  Crediteurs  et  des  Titres  Livres) 

This  takes  place  on  the  4th  day  of  the  following  month, 
and  it  finishes  the  settlement. 

RULES  OF  THE   HALF-MONTHLY  SETTLEMENT 
(REGLEMENTS     DE     LIQUIDATION     DE     QUIN- 

ZAINE) 

"Ouinzaine"  means  15  days  or  half  a  month;  English 
term  "fortnight,"  14  nights. 

This  settlement  occupies  only  2  days,  as  against  5  days 
for  the  monthly  settlement,  but  deliveries  and  payments  are 
often  delayed. 

The  making  up  is  at  1.30  p.  m.,  on  the  14th  day  of  each 
month.  The  carry-over  and  settlement  of  accounts  take 
place  up  to  2  o'clock  on  the  15th  of  each  month. 

If  the  14th  should  be  a  holiday  or  Sunday,  the  making 
up  takes  place  on  the  working  day  before  that  date.  In 
such  a  case  the  settlement  would  be  on  the  first  working 
day  after  the  14th. 

Customers  who  have  to  receive  from  one  broker  and  to 
pay  to  another,  for  the  same  settlement,  are  allowed  to 
dra,w  a  draft  on  the  broker  who  is  a  debtor,  which  draft 
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is  signed  and  returned  by  him  and  then  forwarded  to  the 
broker  who  is  a  creditor.  It  cannot  be  used  for  any  other 
purpose. 

Intermediaries'  accounts  are  settled  by  the  brokers  after 
they  have  settled  their  own  accounts  amongst  themselves. 

Duration  of  Options  and  Calls  (Echeance  des  Engagements 
a  Terme) 

On  the  French  Bourse  options  cannot  be  dealt  in  for 
longer  than  2  settlements,  for  securities  which  are  settled 
monthly,  nor  for  more  than  3  settlements  for  securities 
which  are  settled  half-monthly. 

Calls  cannot  be  taken  for  longer  than  the  settlement 
following  that  in  which  they  are  given. 

Calls  which  are  exercised  before  the  end  of  the  settle- 
ment in  which  they  are  taken  are  called  "achats  (or 
"ventes")  en  liquidation,"  purchases,  (or  sales),  during  the 
settlement. 

Quantities  Negotiable 

In  dealing  for  cash  any  quantities  may  be  bought  or 
sold.  For  the  settlement,  the  minimum  quantity  of  either 
shares  or  bonds  is  25,  and  multiples  of  that  number. 

For  government  securities  the  smallest  quantities  are 
as  follows:  French  3%  Rentes,  1,500  frs.  income  (50,000 
frs.  capital)  ;  Italian  5%,  2,500  frs.  income  (50,000  frs.  capi- 
tal) ;  Turkish  Unified  4%.  and  the  Russian  4%,  2,000  frs. 
mcome  (50,000  frs.  capital). 

A  "unite"  in  any  Government  security  is  100,000  frs. 
capital  ($20,000). 

Contango  (Le  Report) 

The  charges  for  carrying  over  are  always  added  to  the 
purchase  price  in  francs  and  centimes.  In  theory,  securities 
bought  are  sold  at  the  making-up  price,  and  repurchased 
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at  the  original  price,  plus  the  carrying  forward  (contango) 
charges  (majore  du  report).  It  is  on  this  ground  that  com- 
mission is  charged  on  the  carry-over. 

Settlement  and  Carrying  Forward  (Contango)  Terms 

(The  French  terms  are  placed  first  and  the  translation 
follows.) 

Le  placement,  the  investment ;  prendre  livraison,  (or) 
lever,  (or)  lever  les  titres,  to  take  up  shares  or  bonds  pur- 
chased; une  avance  sur  titres,  (or)  un  pret  sur  titres,  a 
loan  on  securities ;  un  grand  decouvert,  a  large  bear  ac- 
count ;  se  faire  reporter,  (or)  etre  reporte,  to  carry  forward 
as  a  bear;  reporter,  to  carry  forward  as  a  seller;  detenteurs 
de  titres,  holders  of  securities ;  beneficier  du  coupon,  to 
receive  the  amount  of  the  coupon ;  payer  le  coupon,  to  pay 
the  amount  of  coupon ;  I'acheteur,  the  buyer ;  le  vendeur, 
the  seller;  proroger  les  engagements,  to  carry  forward  bar- 
gains; courtage  compris,  brokerage  included;  la  cherte  des 
reports,  (or)  place  chargee,  high  carry  over  (contango) 
rates;  reports  faciles,  (or)  reports  a  bon  marche,  (or)  la 
place  est  degagee,  low  (contango)  rates ;  le  deport,  the  con- 
trary to  contango,  "back,"  or  backwardation,  allowance  to 
buyer  on  carrying  forward ;  le  taux  des  reports,  the  con- 
tango rates ;  une  baisse,  a  fall  in  price ;  une  hausse,  a  rise ; 
les  frais,  the  expenses;  I'emprunteur,  the  borrower ;le  deten- 
teur,  a  holder  of  securities  who  lends  them;  prix  d'achat, 
purchase  price;  prix  de  vente,  selling  price;  coupons  a 
echoir,  coupons  to  fall  due,  unpaid  coupons ;  le  portefeuille, 
a  group  of  investments ;  un  report  au  pair,  a  carry  forward 
without  charge  (contango)  ;  racheter,  (or)  couvrir  le  de- 
couvert, to  buy  back  to  cover  bear  sales ;  revendre,  to  sell 
back ;  un  courtage  simple,  (or)  un  seul  courtage,  single 
commission  on  purchase  and  sale;  la  liquidation  actuelle, 
the  existing  account,  the  present  settlement;  liquidation 
prochaine,  the  next  settlement;  liquidation  passee,  (or) 
derniere    liquidation,    the    last    settlement;    operations    re- 
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portables,  renewable  options ;  une  bonne  valeur,  a  good 
investment ;  une  mauvaise  valeur,  a  bad  investment ;  report 
tardif,  carry-over  arranged  after  the  settlement;  report  an- 
ticipe,  a  carry-over  before  settlement ;  liquider,  (or)  liqui- 
der  une  position,  to  sell  out  or  to  close  a  speculative  trans- 
action ;  un  sou,  5  centimes,  equal  to  1  cent. 

Arranging  for  Carry-Over  (Ordres  de  Report) 

All  orders  for  carrying  forward  should  reach  the  brok- 
ers, at  the  latest,  before  the  opening  of  the  Bourse  on  the 
15th  day  of  the  month,  for  the  half-monthly  settlements, 
and  on  the  30th  of  the  month  for  the  monthly  settlements. 

The  official  quotations  state  the  prices  for  carrying  for- 
ward thus:  "R.  0.20,"  (Report,  20  centimes),  which  means 
that  the  charge  for  carrying  forward  was  20  centimes  per 
security.  Backwardations  have  the  letter  "B"  before  the 
price,  thus:  "B.  0.30,"  showing  that  the  "back"  was  30 
centimes  per  share. 

Right  to  Call  Before  Settlement  (L'Escompte) 

On  the  official  market  there  exists  the  following  pe- 
culiar and  rather  one-sided  custom  in  favor  of  buyers.  A 
buyer  of  public  funds  has  always  the  right  to  demand  de- 
livery, at  any  time  before  the  settlement,  of  securities  pur- 
chased for  the  settlement. 

The  demand  is  made  through  the  Agent  de  Change; 
the  seller  has  then  5  days  within  which  to  deliver  Bearer 
securities,  or  8  days  to  deliver  Registered  securities,  re- 
spectively. The  day  after  the  expiration  of  these  periods 
the  purchaser  has  the  right  to  buy  in  the  market  agai:ist 
the  seller,  and  claim  any  difference,  after  a  notice  has 
been  posted  in  the  Bourse. 

This  is  used  as  a  method  of  forcing  bear  speculators  to 
buy  in  themselves,  so  raising  the  prices.  The  seller  has 
no  corresponding  right  to  call  upon  the  buyer  to  take 
deliveries  before  the  settlement. 
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The  method  is  employed  when  the  prices  for  the  set- 
tlement are  in  the  unusual  position!  of  being  lower  than 
the  prices  for  cash  dealings.  It  is  generally  considered 
to  be  a  sign  of  a  rising  market,  but  keen  observers  take 
the  opposite  view.  The  right  of  "escompte"  is  only  recog- 
nized in  the  official  market. 

OPTIONS 

Call  Options  (Primes) 

There  is  only  one  class  of  option  dealt  in  on  the  Paris 
Bourse,  the  call  option  or  right  to  buy  for  future  delivery 
at  a  fixed  price.  The  options,  are,  however,  very  limited  as 
to  time ;  they  have  been  already  stated  in  detail ;  see  page  809. 

Dealings  in  double  options  ("Stellages" — put  and  call) 
are  now  beginning  to  be  dealt  in  on  the  Paris  Bourse  in  a 
few  speculative  securities,  such  as  Rio  Tintos. 

Call  options  should  be  exercised  on  or  before  the  op- 
tion day  (jour  de  la  reponse  des  primes). 

The  seller's  broker  has  the  right  to  demand  that  the 
buyer's  broker  shall  declare,  before  1.30  p.  m.  on  that  day, 
whether  he  will  take  up  the  option  or  not.  If  the  buyer 
decides  to  take  up  the  securities,  he  is  said  to  become  "un 
acheteur  ferme,"  and  he  "leve  sa  prime,"  (takes  his  option) 
that  is  become  a  definite  buyer.  His  broker  has  then  the 
right  to  demand  further  cover,  failing  payment  of  which 
he  may  close  the  transaction  against  the  purchaser. 

On  the  other  hand,  if  the  buyer  decides  that  the  trans- 
action would  be  unprofitable,  he  abandons  his  right  to 
purchase,  and  is  said  to  "abandonner  sa  prime." 

"Le  pied  de  la  prime"  is  the  price  at  which  it  is  to  the 
buyer's  interest  to  abandon  his  call  option. 

If  the  buyer  does  not  reply  on  the  day  and  at  the  time 
fixed,  the  seller  has  the  right  to  treat  him  as  having  bought 
firm. 
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Price  of  Call  ("Dont") 

The  price  paid  for  the  call  option  is  shown  in  quota- 
tions by  the  French  word  "dont,"  or  by  a  stroke  thus  /, 
followed  by  the  price.  For  example,  a  purchase  of  a  call 
on  1,500  frs.  of  income  of  French  Rentes,  for  25  centimes 
(5  cents)  per  100  frs.  capital,  would  be  shown  thus:  "1,500 
frs.  de  Rente,  3%  a  97.50,  dont  25"  (or,  "a  97.50/25,"  or 
"dont  5  sous").  This  means  that  the  purchaser  of  the  call 
has  paid  25  centimes  per  100  frs.  of  par  value,  being  }i%, 
for  the  right  to  call  on  the  seller  to  deliver  the  50,000  frs. 
capital  value  of  Rentes  at  97.50  frs.  The  cost  price  to  the 
purchaser  of  the  option  would  therefore  be  97.75  frs.,  plus 
charges. 

Call  Option  Rates 

On  French  Rentes  the  rates  vary  from  5  centimes  to 
50  centimes  per  100  frs.  of  par  value;  on  Foreign  govern- 
ment funds  the  prices  are  usually  25  centimes  and  50  cen- 
times; on  high-priced  securities,  such  as  Suez  or  Rio  Tinto, 
the  call  option  rates  range  from  5  frs.  to  100  frs.  per  share. 

On  small  mining  shares,  the  prices  vary  from  2.50  frs. 
to  5  frs.,  while  on  medium-priced  shares  the  rates  are  from 
5  frs.  to  20  frs.  The  prices  paid  may  be  based  either  on  the 
interest  of  bonds  or  per  share. 

"L'ecart"  is  the  difference  between  the  prices  which  are 
quoted  for  the  settlement  and  those  quoted  for  call  options. 

Quantities 

The  quantities  negotiable  in  options  are  the  same  as 
for  transactions  for  the  settlement. 

Orders  for  Options 

The  only  bases  used  for  option  purchases  are:  (1)  on  a 
stated  difference  between  the  cash  and  the  settlement  prices 
(avec  tant  d'  ecart)  ;  (2)  at  the  best  (au  mieux)  ;  and  (3) 
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at  a  limited  price  (a  un  cours  limite).  In  orderirxg,  it 
should  be  clearly  stated  whether  calls  are  intended  for  the 
present  settlement  (fin  courant)  or  for  the  next  settlement 
(fin  prochain).  Unless  the  execution  of  the  order  is  stated 
to  be  for  a  cerain  date,  the  Agent  de  Change  has  the  right 
to  execute  it  at  any  time  before  the  next  settlement. 

Brokerage  on  Call  Options 

Every  abandonment  of  a  call  option,  or  the  changing 
of  it  into  a  firm  purchase,  gives  the  broker  the  right  to 
charge  a  commission  as  for  a  new  transaction,  except  it  is 
a  purchase  of  a  call  for  the  day  following  the  "reponse  des 
primes"  (declaration)  only. 

If  the  buyer  sells  immediately  after  deciding  to  take  up 
his  purchase,  he  is  entitled  to  the  sale  free  of  brokerage, 
but  if  such  sale  is  for  balancing  another  operation,  he  must 
pay  a  further  commission. 

AVERAGING  (MOYENNES) 

The  same  methods  are  adopted  as  in  America.  The 
reasons  are  usually  to  obtain  a  lower  average  cost  of  pur- 
chases. For  example,  an  investor  buys  20  shares  at  120  frs. 
each,  with  the  intention  of  selling  them  on  a  rise ;  if  the 
price  falls  to  110  frs.,  he  may  average  his  cost  price  down 
to  115  frs.  by  purchasing  20  at  110  frs.  Should  the  market 
still  fall,  he  may  buy  another  20  shares  at,  say  100  frs.  His 
average  cost  price  for  the  whole  60  shares  would  then  be 
110  frs.,  thus: 

20  shares,  at  cost  120  frs 2,400  frs.      1        average  ]         average 

20  "  110     "      2,200"  J        115  frs.  I  frs. 

20  "  100     "      2,000  "  J  110 

60  shares  cost  a  total  of  6,600  frs. 

Therefore  each  share  costs  an  average  price  of  110  frs. 

On  a  rise  to  ILS  frs.  he  could  sell  the  whole  at  a  profit 

of  5  frs.  each,  or  300  frs.  total  profit,  whereas  he  would 
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have  lost  5  frs.  each  on  the  sale  at  115  frs.  of  the  first  20 
shares  bought. 

The  various  steps  taken  to  obtain  an  average  (echel- 
onner)  are  called  "echelons."  In  the  illustration  given  the 
first  average  or  echelon  was  115  frs.  and  the  second  eche- 
lon was  110  frs. 

SPECULATIONS   ON  NEW   ISSUES 

(NEGOCIATIONS  SUR  NOUVEAUX  TITRES) 

These  take  place  exclusively  on  the  unofficial  market, 
le  marche  de  la  Coulisse.  Customers  purchase  options 
either  for  speculation  (negociations  a  prime),  or  for  taking 
up  (negociations  ferme).  All  such  transactions  are  settled 
at  the  special  settlement  of  such  shares  or  securities.  Some 
brokers  issue  bought  and  sold  notes  (bordereaux),  others 
make  up  their  accounts  at  the  special  settlement,  when  they 
are  called  "comptes  d'emission." 

Stamps 

They  are  subject  to  a  30-centime  stamp  duty. 

Duty  on  Dealings 

All  transactions  in  these  options,  for  special  settlement, 
pay  the  duty  on  Bourse  dealings. 

Brokerage 

The  rates  charged  are  the  usual  unofficial  brokerages, 
unless  otherwise  arranged.  If  the  quantity  dealt  in  is  less 
than  25  shares,  the  rate  charged  is  that  for  cash  dealings. 

Carry  Forward 

These  speculations  can  be  carried  forward ;  the  mak- 
ing-up  price  is  fixed  by  the  unofficial  brokers,  as  a  body. 
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Firm  Orders  (Ordres  fermes) 

The  usual  minimum  of  quantity  of  25  shares  does  not 
apply,  because  the  shares  are  not  yet  quoted;  any  quantity 
can  be  bought  or  sold. 

Call  Options  (Ordres  a  Prime) 

These  must  be  for  the  same  minimum  quantities  as  for 
speculations  for  the  settlement  on  quoted  securities — that 
is,  25  shares  or  bonds,  or  10,000  frs.  capital  of  3%  Rentes. 

SUBSCRIPTION  ON  "RESULTS"  OF  AN  ISSUE 
(NEGOCIATION   EN   RESULTATS) 

TJiis  is  a  purchase  of  a  maximum  quantity,  to  be  re- 
duced, in  case  the  issue  is  over-subscribed,  to  the  percent- 
age of  the  allotments  made.  For  example,  a  speculator 
buys  400  resultats.  If  the  applicants  for  the  issue  of  the 
shares  or  bonds  only  receive  10%  of  the  quantities  applied 
for,  the  speculator  has  the  right  to  call  for  40  shares;  if 
full  allotments  are  made,  he  has  the  right  to  call  for  400, 
or  to  abandon  his  call. 

The  purchaser  of  the  call  only  receives  his  account  after 
the  allotments  are  completed,  an  operation  which  takes 
considerable  time. 

Brokerage 

The  rates  charged  are  the  same  as  for  cash  purchases 
on  the  unofficial  market.  They  are  based  on  the  percent- 
ages allotted,  not  on  the  maximum  calls. 

Stamps  and  Duties 

These  are  the  same  as  for  ordinary  dealings.  There  is 
no  minimum  of  quantities  negotiable.  If  the  allotment  does 
not  take  place,  all  dealings  are  cancelled. 
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EXCHANGING  INVESTMENTS    (ARBITRAGES   DE 
PORTEFEUILLE) 

This  is  a  sale  of  one  security  and  the  immediate  rein- 
vestment of  the  proceeds  in  another  security  yielding  a 
larger  income,  or  giving  better  security. 

Purchase  and  Sale  on  Different  Markets   (Arbitrages  de 
Place  a  Place) 

It  frequently  happens  that  securities  quoted  on  the 
New  York,  London,  and  the  Paris  exchanges  show  a  tem- 
porary considerable  difference  in  price.  If  this  difference 
is  more  than  sufficient  to  cover  the  brokerages,  the  stamps, 
and  the  expenses,  a  dealer  would  buy  on  the  cheaper  mar- 
ket, and  sell  on  the  higher  market,  for  the  same  settlement, 
if  possible. 

The  orders  are  usually  given  by  London-Paris  telephone 
or  by  cablegram  to  and  from  New  York. 

Arbitrages  a  Terme 

These  are  purchases  and  sales,  at  different  rates,  for  the 
same  settlement. 

FRENCH  STOCK  EXCHANGE  TERMS 

Acompte.  Interim  dividend;  the  final  dividend  is  called 
"le  solde." 

Agio.  (1)  The  charge  made  for  discounting  bills,  in 
addition  to  interest ;  (2)  The  difference  between  the  real 
and  face  value  of  coinage. 

Agiotage.     "Rigging  the  market." 

Amortissement. — (1)  The  redemption  of  bonds;  (2) 
The  depreciation  of  assets. 

Applications.  When  a  broker  sets-off  buying  and  sell- 
ing orders  of  customers,  without  passing  them  through  a 
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jobber  or  other  broker,  he  is  said  to  "faire  I'application" 
(make  the  adjustment). 

Appreciation.  When  orders  are  sent  to  a  broker,  to  be 
executed  or  not  at  his  discretion,  they  are  called  "ordres  a 
appreciation." 

Arrerages.     Arrears  of  interest  or  dividends. 

Aval.     The  endorsement  of  a  bill  as  guarantor. 

B.  Abbreviation  for  "bonification" — backwardation, 
allowance. 

Banquier.  In  France  this  term  is  applied  to  discount 
houses  and  financial  houses,  as  well  as  to  the  firms  which 
do  actual  banking  business. 

Bordereau.  Detailed  statement  of  sales  or  purchases 
made  by  a  broker  for  his  customer. 

C/C.     Cours  de  compensation,  making-up  prices. 

Certificat.  A  certificate  for  any  number  of  registered 
shares,  as  distinguished  from  a  coupure,  which  is  a  Bearer 
certificate  for  a  fixed  number  of  Bearer  shares. 

Chambre  de  Compensation.  The  Stock  Exchange  clear- 
ing-house. 

Chambre  Syndicale.  The  Committee  of  Management 
and  Discipline  of  Agents  de  Change. 

Charge.  The  "fonds  de  commerce,"  or  goodwill  of  a 
stockbroker's  business.  The  number  of  Paris  Agents  de 
Change  being  strictly  limited,  these  positions  realise  from 
$300,000  to  $400,000  each. 

Classe.  Shares  which  are  so  described  are  those  held 
as  permanent  investments,  as  distinguished  from  those  in 
the  hands  of  speculators. 

Compensation.  The  "cours  de  compensation"  (abbre- 
viation c/c)  is  the  making-up  price. 

"Donner  une  compensation,"  or  "compenser,"  is  where 
a  speculator  has  bought  and  sold  the  same  quantity  of  the 
same   securities,   through   different   brokers,  for  the  same 
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settlement.  He  sets  oft"  the  two  bargains  by  instructing 
one  broker  to  deliver  and  the  other  to  take  up  at  the 
making-up  price,  receiving  or  paying  the  difference. 

Comptant.  Cash  dealings,  which  are  supposed  to  be 
settled  in  5  days.  In  practice  the  time  i§  extended  to 
15  days. 

Compte  de  Liquidation.  Statement  of  a  customer's  ac- 
count, sent  to  him  at  the  settlement. 

Contrat  Direct.  Direct  dealings  in  quoted  securities, 
by  outside  brokers.  These  are  illegal  unless  both  parties 
knowingly  agree  to  the  conditions  in  writing. 

Contre-Partie.  Speculating  against  customers.  A  "mai- 
son  de  contre-partie"  is  a  cover-snatching  firm,  a  bucket- 
shop. 

Cotation.  Quotation;  (1)  obtaining  the  quotation  in 
the  official  list,  or  (2)  the  quotation  of  a  price. 

Coupure.     See  "certificat." 

Courir.  Bear  covering;  the  Bears  are  said  to  search 
for  (courir)  the  shares  sold  short  (a  decouvert). 

Cover-system.  Speculative  order  with  limits ;  thus, 
"Buy  20  Spies  firm,  and  sell  with  10  frs.  profit  or  close  at 
7  frs.  loss." 

Decouvert.     Bear  selling. 

Dedit.     Premium  or  cover  abandoned. 

Demarcheur.  Bond  or  share  salesman,  or  the  traveller 
for  an  outside  broker,  who  peddles  Bearer  certificates  to 
the  public,  chiefly  in  country  districts.  Very  large  amounts 
are  placed  in  this  way,  in  France. 

Deport.     Backwardation. 

Disponibilites.     Loose  capital. 

Droit.  Rights;  "titres  avec  droit,"  shares  with  rights; 
"ex-d,"  without  rights. 

Ecart.  The  difference  between  the  buying  and  selling 
prices,  or  between  the  prices  for  cash  and  for  settlement. 
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Echelle  de  Primes.     Scale  of  option  limits. 

Engagement.  List  of  daily  bargains  between  brokers, 
exchanged  next  morning  for  checking  (comparisons). 

Environ.  About,  or  near.  An  order  to  buy  3%  Rentes 
at  "98.50  environ"  could  be  executed  up  to  98.55.  If  the 
order  stated  "98.50  environ  large,"  the  maximum  would  be 
98.60.    The  margin  allowed  varies  considerably. 

Etablissements  de  Credit.  Name  given  to  the  class  of 
large  banks,  such  as  the  Credit  Lyonnais,  Societe  Gen- 
erale,  &c. 

Ex-d.    Without  rights. 

Ex-div.  Ex-dividend,  without  right  to  dividend  just 
declared  or  due. 

Execution.     The  failure  of  a  speculator  in  securities. 

Exercise.    Trading  year  of  a  firm. 

Feuille.  The  list  of  incorporated  Coulissiers.  A  firm 
"inscrite  a  la  feuille"  is  a  member  of  the  Corporation;  one 
which  is  "hors  feuille"  is  not  a  member. 

Firme.  The  trading  title  of  a  partnership  "en  com- 
mandite." The  trading  name  of  a  stock  corporation  (soci- 
ete anonyme)  is  called  its  "raison  sociale." 

Gerant.  The  manager  of  a  limited  partnership  (soci- 
ete en  commandite).  By  French  law  there  must  be  at 
least  three  managers,  who  have  unlimited  liability  for  part- 
nership debts,  but  the  liability  of  the  sleeping  partners  is 
limited. 

Immobilisations.     Capital  sunk  in  fixed  assets. 

Impots.  Taxes  on  income.  "Exempt  d'impot"  is  "free 
of  income  tax." 

Interet.  Interest.  It  should  be  noted  that  Great  Brit- 
ain is  the  only  country  in  Europe  which  reckons  365  days 
to  the  year,  for  calculations  of  interest.  In  all  the  rest  of 
Europe  the  year  is  reckoned  360  days  only,  each  quarter 
being  90  days,  and  each  month  30  days. 
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Inventaire.  Detailed  balance  sheet. 
'  Jeton.  A  metal  check  given  to  directors  for  each,  at- 
tendance at  Board  Meetings.  The  fees  are  paid  per  attend- 
ance, on  production  of  metal  checks.  The  same  method  is 
used  to  ensure  attendance  of  stockholders  at  annual  meet- 
ings where  legal  majorities  are  needed  to  pass  specified 
resolutions. 

Justification.  Proof  of  bargains  made  on  the  Bourse. 
Every  customer  passing  an  order  through  an  intermediary 
has  the  right  to  demand  production  of  the  bought  or  sold 
note  of  the  Agent  de  Change  or  Coulissier. 

La-bas.     Price  paid  for  a  call  option. 

Lavage  de  Titres.  The  "faking"  of  the  numbers  of 
stolen  certificates,  or  the  alterations  of  certificates  which  are 
irregular,  so  as  to  make  them  saleable. 

Lettre  d'Avis.     Contract  note  sent  to  customer. 

Lever.     To  take  up  shares  on  a  call. 

Liard.  Ancient  term  for  money,  which  is  still  used  on 
the  Bourse.    "Un  liard"  is  1^4  centimes,  or  54  of  a  cent. 

Moyenne.  Average.  "Se  faire  une  moyenne"  is  to 
average  buying  or  selling  prices,  by  further  purchases  or 
sales  at  different  quotations. 

Nantissement.  A  mortgage  of  securities  for  advances 
or  loans. 

Oppositions  a  la  Cote.  A  broker  in  the  cash  market, 
who  has  a  buying  or  selling  order  which  he  wishes  to  have 
executed  and  marked,  delivers  to  the  marker  (or  to  the 
head  clerk  of  the  broker  who  is  the  chief  dealer  in  that 
security)  a  slip  on  which  is  written  the  quantity  of  shares 
and  the  price  at  which  he  will  buy  or  sell.  No  other 
quotation  can  then  be  marked  until  his  bargain  has  been 
executed,  or  until  he  has  withdrawn  his  opposition. 

Ordre  du  Jour,  Agenda  of  a  shareholders'  general  or 
extraordinary  meeting.  No  other  questions  can  be  dis- 
cussed, with  the   exception  that  any  shareholder  has   the 
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rigfht  to  propose  the  dismissal  of  one  or  more  directors, 
even  though  such  a  resolution  does  not  appear  on  the 
agenda,  and  no  notice  of  it  has  been  given. 

Petite  Correspondance.  The  "Replies  to  Correspond- 
ents" column  of  financial  journals,  usually  farmed  out  to 
a  financial  firm,  which  uses  it  to  push  the  sales  of  its  own 
stocks  and  bonds. 

Pieds  Humides.  The  "wet  feet"  dealers  in  certificates, 
shares,  and  bonds.  They  stand  at  the  entrance  to  the  Paris 
Bourse,  and  sell  certificates  of  non-existing  or  liquidated 
companies,  at  prices  from  1  cent  per  certificate  and  up- 
wards. The  buyers  are  chiefly  swindlers,  confidence  trick 
men,  fraudulent  bankrupts,  practical  jokers,  and  credulous 
fools.    A  considerable  trade  is  done  in  this  street  market. 

Portefeuille  (pocketbook  or  wallet).  The  group  of 
investments  made  by  an  investor. 

Premier  Etablissement  (frais  de).  Formation  expenses 
of  a  company. 

Prime.     (1)  premium;   (2)  price  paid  for  a  call. 

Prime  Acheteur.     Call  option.     Prime  Vendeur.     Put. 

Quotites.  The  minimum  quantity  of  securities  dealt  in 
for  the  settlement. 

Rappel  de  Cours.  Reminder  of  a  quotation.  A  broker 
can  have  an  omitted  marking  quoted  in  the  official  list  of 
the  following  day.  It  is  usually  stated  thus :  "Hier,  lire 
....";  "For  yesterday  read  .  . .  . " 

Recouponnement.  Renewal  of  the  coupons  of  a  secu- 
rity. 

Rectification  de  Cours.  Correction  of  a  quotation,  when 
no  transactions  have  taken  place.  They  are  marked  on  the 
following  day  thus,  "Hiers,  cours  nul  au  lieu  de  ...."; 
"Yesterday  no  marking,  instead  of " 

Rendement.     The  yield  of  an  investment. 

Rentier.  An  investor  who  lives  on  his  interest  and 
dividends. 
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Repartition.  (1)  An  allotment  of  shares;  (2)  dividend 
paid  to  creditors  in  dissolutions  or  bankruptcies. 

Repertoire.  The  day-book  which  every  broker  is  com- 
pelled to  keep.  All  transactions  must  be  entered  in  it,  so 
that  the  taxes  on  the  dealings  may  be  assessed. 

Residu.  Fraction  of  rights  or  stock  to  which  a  sub- 
scriber is  entitled.  These  fractions  are  negotiable  on  the 
Bourse. 

Script.  (I)  A  certificate  issued  by  a  company  for  ar- 
rears of  interest  on  bonds,  generally  exchangeable  for  new 
bonds  or  shares:  (2)  interim  certificates  for  partly  paid 
shares. 

Semestre.     Period  of  6  months,  for  interest. 

Sequestre.  The  appointment  of  a  receiver  of  a  company 
is  called  "la  mise  sous  sequestre." 

Stellage.     Double  option ;  put  and  call. 

Sucrer.  When  a  rise  is  to  be  engineered  by  a  syndicate, 
they  are  said  to  "sugar  themselves"  (se  suCrer)  by  the 
purchases  which  they  make  before  the  rise. 

Syndicat  de  Garantie.    Underwriters  of  an  issue. 

Taux.  (1)  The  issue  price  of  a  security;  (2)  rate  of 
interest. 

Tuyau.     A  "tip"  for  a  rise  or  a  fall. 

Vale.     The  same  as  "script,"  which  see. 

Ventilation,     The  details  of  an  account  or  balance  sheet. 

Virement.  A  transfer  from  one  banking  account  to 
another.  "Virement  telegraphique,"  a  remittance  through 
a  banker,  by  telegraph;  telegraphic  transfer   (t.  t.). 

PROVINCIAL  FRENCH  BOURSES 

There  are  three  important  French  provincial  Bourses 
which  deal  largely  in  the  shares  and  debentures  of  com- 
panies carrying  on  the  special  industries  of  their  localities. 
They  are  as  follows:  LILLE:  Collieries,  Smelting  and 
Engineering  Cos.    LYONS :    Silk  manufacturing,  Collieries 
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and  Engineering  Cos.  MARSEILLES:  Steamship  Cos., 
Shipbuilding,  Colonial  trade,  and  Sugar,  Oil  and  Soap  man- 
ufactures. 

These  local  exchanges  also  deal  largely  in  the  cheap 
French  and  foreign  shares  and  bonds  which  are  quoted  on 
the  Paris  Bourse.  The  methods  of  dealing  are  the  same 
as  in  Paris. 


FRENCH  EQUIVALENTS   OF    FRACTIONS   OF   $1 

AND  £1 

Bases  25.20  frs.  per  f  1,  5  frs.  per  $1 ;  $5  per  £1 

frs.  c.  $.  c. 

1-32  IVz  0.80  0.16 

1-16  1    3  1.55  0.31 

3-32  1  VdVz  2.35  0.45 

1-8  2    6  3.15  0.62 

5-32  3    Wz  3.95  0.78 

3-16  3    9  4.70  0.93 

7-32  4    4^  5.50  1.09 

1-4  5    0  6.30  1.25 

9-32  5    7^  7.10  1.40 

5-16  6    3  7.90  1.56 

11-32  6  10^  8.65  1.72 

3-8  7    6  9.45  1.87 

13-32  8    VA  10.25  2.03 

7-16  8    9  11.00  2.19 

15-32  9    AYz  11.80  2.35 

1-2  10    0  12.60  2.50 


s 

.    d. 

7K2 

1 

3 

1 

10/3 

2 

6 

3 

lA 

3 

9 

4 

4y, 

5 

0 

5 

7A 

6 

3 

6  10^ 

7 

6 

8 

1/2 

8 

9 

9 

4/. 

10 

0 

10 

7/2 

11 

3 

11 

lOJ^ 

12 

6 

13 

1/2 

13 

9 

14 

4^ 

15 

0 

15 

75/2 

16 

3 

16  WA 

17 

6 

18 

1/2 

18 

9 

19 

4/2 

20 

0     frs. 

17-32  10    75^  13.35  2.65 

9-16  11    3  14.15  2.82 

19-32  II  lOJ^  14.95  2.97 

5-8  12    6  15.75  3.12 

21-32  13    IVz  16.50  3.28 

11-16  13    9  17.30  3.45 

23-32  14    AA  18.10  3.59 

3-4  15    0  18.90  3.75 

25-32  15    75^  19.65  3.91 

13-16  16    3  20.45  4.06 

27-32  16  10  J^  21.25  4.22 

7-8  17    6  22.05  438 

29-32  18    VA  22.80  4.53 

15-16  18    9  23.60  4.69 

31-32  19    4^  24.40  4.85 

£1  20    0    frs.  25.20  $5.00 

(See  following  page  for  explanations.) 
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French  Money 

The  franc  is  divided  into  100  centimes.  At  normal 
exchange  rates  (gold  rates)  1  franc  equals  19  3/10  cents,  5 
centimes  nearly  equal  1  cent. 

For  stock  exchange  dealings  5  frs.  is  treated  as  equal 
to  $1,  1  fr.  is  equal  to  20  cents  and  10  centimes  is  equal  to 
2  cents. 

Brokerage  accounts  between  Paris  and  New  York  are 
adjusted  from  the  5  fr.  basis  to  the  rates  of  exchange  quoted 
at  the  dates  the  dealings  were  made. 

British  Money 

English  share  and  bond  prices  are  usually  quoted  in 
fractions  of  £1.  As  12  pence  make  1  shilling,  20  shillings, 
or  240  pence,  make  one  pound  sterling  (£1).  At  normal 
exchange  rates  (gold  rates)  £1  equals  $4,86  2/3.  As  240 
pence  (£1)  equal  nearly  487  cents  ($4,862/3),  the  English 
penny  is  worth  nearly  2  cents. 

For  stock  exchange  dealings  and  quotations  £1  is 
treated  as  equal  to  $5. 

Brokerage  accounts  between  London  and  New  York 
are  adjusted  from  the  $5  basis  to  the  rates  of  exchange 
quoted  at  the  dates  of  the  transactions.  (See  special  article 
on  "New  York  and  London  parity  prices,"  in  section  deal- 
ing with  the  New  York  Stock  Exchange.) 

THE  OFFICIAL  LIST  OF  PARIS  PRICES 

(LA  COTE  OFFICIELLE) 

Contents  of  Official  List  (Bulletin  de  la  Cote) 

The  Official  List  is  published  daily  and  is  divided  into 
two  parts.  The  first  part  contains  a  full  list  of  all  the 
securities  which  are  admitted  to  official  quotation,  and  of 
the  dealings  in  them. 
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The  second  part,  printed  on  a  separate  sheet,  called  the 
"supplement,"  gives  a  list,  with  dealings,  of  securities  which 
are  not  on  the  official  quotation  list,  but  in  which  there 
have  been  dealings  by  Agents  de  Change.  In  a  separate 
section,  called  the  "Cote  a  titre  exceptionnelle,"  are  stated 
the  exceptional  dealings  by  the  Agents  de  Change  in  realis- 
ing securities  for  judgments  and  bankruptcies,  the  sale  of 
mortgage  securities,  buying-in,  and  similar  transactions. 

Other  securities,  which  are  not  usually  dealt  in  pub- 
licly, are  occasionally  quoted  when  it  has  been  necessary 
to  sell  them  through  the  official  broker,  for  realising  estates 
of  deceased  persons. 

The  Cote  Officielle  also  gives  the  course  of  exchange, 
the  prices  of  gold  and  silver  bullion,  the  quotations  for 
Treasury  Bonds,  and  the  rates  of  the  Bank  of  France  for 
discounting,  interest,  and  loans. 

The  telegraphed  quotations  of  the  London  and  Vienna 
Exchanges  are  also  given. 

New  York  prices  of  the  same  day  cannot  be  given,  for 
the  reason  that  when  the  Paris  Bourse  closes,  at  3  p.  m.  by 
French  time,  it  is  only  10  a.  m.  in  New  York  and  the  Stock 
Exchange  dealings  have  not  begun. 

The  making-up  prices,  at  settlement,  are  given  in  the 
Cote  Officielle. 


OFFICIAL  QUOTATIONS   FOR  FRENCH 
SECURITIES 

(Admission  a  la  cote  officielle  pour  les  valeurs  frangaises) 

No  French  security  can  be  placed  on  the  official  list 
without  fulfilling  the  following  conditions.  The  Stock 
Exchange  Committee  has  the  right  to  demand  such  further 
documents  and  information  as  it  may  think  fit. 

The  following  are  the  essential  documents  and  details 
required : 
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Details  Required 

(1)  Two  copies  of  the  articles  of  incorporation  and 
by-laws. 

(2)  A  certified  copy  of  the  declaration,  before  a  notary, 
of  the  complete  subscription  of  the  capital  stock,  and  of 
the  payment  of  at  least  25%  of  the  total  capital ;  a  list  of  the 
subscriptions ;  a  copy  of  the  minutes  of  the  organization 
general  meetings,  and  the  report  of  the  stockholders'  audi- 
tors on  the  assets  brought  in  by  vendors. 

(3)  Specimens  of  all  share  and  debenture  certificates  to 
be  issued. 

(4)  Copies  of  the  journals  in  which  the  legal  notices  of 
the  formation  of  the  company  have  been  published. 

(5)  Particulars  of  the  prices  of  issue  of  shares  and 
bonds. 

(6)  Amounts  paid  in;  (7)  dates  when  dividends  are 
due;  (8)  present  position  as  to  dividend  payment;  (9)  cop- 
ies of  the  last  balance-sheets  and  of  the  minutes  of  the 
annual  general  meetings  of  stockholders. 

Undertakings  Required 

The  following  undertakings  must  be  entered  into  by 
the  company : 

(10)  To  conform  to  the  regulations  of  the  Stock  Ex- 
change Committee  as  to  payment  of  coupons  presented  to 
the  company,  by  members  of  the  Committee,  for  payment. 

(11)  To  accept  only  the  Stock  Exchange  Committee's 
form  of  acceptance  of  transfer,  for  nominative  shares. 

(12)  To  furnish  the  Committee  with  200  copies  of  the 
list  of  any  future  drawings  for  the  redemption  of  bonds  or 
shares. 

(13)  To  furnish  the  Committee  with  a  copy  of  the  min- 
utes of  each  general  meeting  of  stockholders  which  may 
be  held. 
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Official  Quotation  of  American  Shares  and  Bonds 

Full  details  of  the  formalities  and  undertakings  required 
are  given  on  pages  758,  759,  760. 


STAMP  DUTY  ON  FRENCH  STOCK  EXCHANGE 
DEALINGS 

(Law  of  25  June,  1920) 

(1)  On  All  Transactions,  of  Purchase  or  Sale,  for  Cash  or 

for  Settlement 

(a)  For  the  French  Rentes,  lj4  centimes  per  1,000  frs. 
or  fraction  of  1,000  frs.,  on  the  amount  of  the  transaction 
(this  is  54  o^  1  cent  per  $200).  (b)  On  all  other  securities, 
French  or  foreign,  15  centimes  per  1,000  frs.  or  fraction  of 
1,000  frs.,  on  the  amount  of  the  transaction  (this  is  3  cents 
per  $200). 

(2)  On  All  Transactions  Carried  Over 

(a)  For  the  French  Rente,  frs.  0.00625  per  1,000  frs. 
or  fraction  of  1,000  frs.,  on  the  amount  of  the  purchase  or 
the  sale,  whichever  is  the  higher  (this  is  5^  of  1  cent  per 
$200).  (b)  On  all  other  securities,  10  centimes  per  1,000 
frs.  or  fraction  of  1,000  frs.,  on  the  amount  of  the  purchase 
or  of  the  sale,  whichever  is  the  higher  (this  is  2  cents 
per  $200. 

(3)  On  All  Transactions  Carried  Out  Abroad  (Including 

New  York  and  London) 

Twenty  centimes  per  1,000  frs.  or  fraction  of  1,000  frs., 
on.  the  amount  of  the  sale  or  of  the  purchase  (this  is  4 
cents  per  $200. 

NOTES. — For  reckoning  the  stamp  duty  on  partly-paid  shares, 
the  total  amount  of  the  quoted  price  is  taken,  less  the  allowance 
for  calls  still  payable.     It  must  be  noted  that  French  shares  are  not 
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quoted  on  the  paid-up  amount,  but  on  the  FULL  PAR  VALUE. 
For  example,  a  share  of  500  frs.  par  value,  of  which  125  frs.  is  paid, 
selling  at  a  premium  of  90  frs.,  would  not  be  quoted  215  frs.  It 
would  be  quoted  590  frs.;  the  buyer  would  pay  590  frs.  less  the  un- 
paid calls  of  375  frs.;  that  is  590—375  equals  215  frs.,  net,  per  share. 
The  stamp  duty  and  brokerage  would  be  reckoned  on  215  frs. 

Eor  purchases  of  options  (operations  a  prime)  the  duty 
is  reckoned  on  the  sum  paid  for  the  option,  if  it  is  aban- 
doned. No  option  money  is  paid  when  the  call  or  put 
option  is  taken  up. 

"Operations  d'escompte"  (calling  on  options),  or  "ope- 
rations de  compensation"  (carrying  over  at  making-up 
prices),  are  not  subject  to  the  tax. 


French  Stamp  Duties  on  American  Corpor- 
ations' Shares  and  Bonds  Circulating 
in  France 


THE    COMPOUNDING   OF   THE   FRENCH   STAMP 

DUTY 

(L'ABONNEMENT  AU  TIMBRE  FRANCAIS) 

(NOTE. — Owing  to  the  disorganization  of  finance  and  heavy- 
taxation  caused  by  the  war,  the  rates  of  stamp  duties  and  other  taxes 
on  securities  may  be  increased  from  time  to  time.  As  the  American 
dollar  is  at  a  considerable  premium  in  all  European  countries,  the 
actual  expense  of  this  kind  is  less  than  in  normal  times.) 

Shares  and  bonds  of  foreign  companies  (including  Amer- 
ican companies)  which  are  quoted  and  negotiated  publicly 
in  France,  are  subject  to  the  following  annual  taxes,  which 
may  be  compounded  by  the  companies  : 

(1)  A  stamp  duty  of  10  centimes  per  100  frs.,  on  the 
full  par  value  of  each  certificate  or  share. 

(2)  A  transfer  duty  of  50  centimes  per  100  frs.  on  the 
negotiable  value,  based  on  the  average  market  price. 

(3)  A  tax  on  the  annual  revenue,  at  the  rate  of  5  frs. 
per  100  frs.,  reckoned  on  the  interest  or  dividends  paid  or 
payable  on  the  Shares  or  Debentures. 

(See  "Changes  in  1920,"  on  page835) 

If  compounded  for  by  the  foreign  company,  these  three 
taxes  are  not  payable  on  the  whole  of  the  shares  or  bonds, 
issued  or  to  be  issued,  but  only  on  that  proportion  which 
is  fixed  by  the  Minister  of  Finance,  according  to  his  esti- 
mation of  the  probable  circulation  of  such  securities  in 
France. 

830 
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Example 

An  American  company  has  an  authorised  capital  of 
60,000  shares,  of  $5  each,  par  value,  of  which  30,000  shares 
have  been  issued  and  fully  paid.  The  dividend  paid  has 
been  5%  per  annum. 

The  directors  decide  to  make  an  issue,  in  France,  of  a 
part  of  the  remaining  30,000  shares  of  $5,  but  in  the  form 
of  Bearer  certificates.  They  also  decide  to  compound  for 
the  stamp  and  other  duties,  so  as  to  make  the  certificates 
negotiable  free  of  tax. 

As  the  French  stamp  duty  on  a  Bearer  certificate  for 
one  share,  of  $5,  would  be  the  same  as  for  a  Bearer  certifi- 
cate of  $20,  the  certificates  are  all  issued  for  $20  and  mul- 
tiples of  $20.  The  $20  is  slightly  over  100  frs.,  which  is  the 
minimum  amount  on  which  the  stamp  tax  is  charged. 

The  company  decides  to  issue  these  6,000  Bearer  certifi- 
cates of  $20  each,  and  makes  a  formal  application,  to  the 
Bureau  de  I'Enregistrement,  (French  stamp  oflfice)  for  this 
quantity  of  shares  to  be  admitted  to  negotiation,  on  the 
Bourse  and  elsewhere,  free  of  stamp  and  other  taxes,  on 
condition  of  the  company  compounding  for  the  tax  by  an 
"abonnement  au  timbre"  (subscription  for  the  stamp  tax). 

The  minimum  period  for  which  the  taxes  can  be  com- 
pounded is  3  years. 

It  is  arranged  by  the  company  that,  in  order  that  the 
French  bankers  may  have  a  profit,  and  be  able  to  pay  com- 
missions to  intermediaries,  the  price  of  issue  of  the  $20  (100 
frs.)  shares  in  France  shall  be  120  frs.,  being  the  premium 
of  20%. 

The  French  officials  accept  the  estimated  circulation  in 
France  of  6,000  Bearer  certificates  of  $20  each,  this  showing 
a  proportion  of  2/lOths  of  the  total  share  capital.  (The 
legal  minimum  which  may  be  declared  for  abonnement 
is  1/lOth  of  the  total  share  capital  issued,  or  2/lOths  of  the 
total  bonds  issued.) 


832  FRENCH     SECTION 

The  annual  amount  payable  by  the  company  to  the 
French  Government,  on  the  proposed  share  issue,  would 
be  as  follows : 

(1)  Stamp  duty  on  6,000  shares  @  100  frs.  each 
$20  par  value=600,000  frs,  @   10  centimes 

per  100  frs frs.     600 

(2)  Transfer  tax  on  6,000  shares  @  120  frs.  each, 
market  price=:720,000  frs.  @  50  centimes  per 

100  frs frs.  3,600 

(3)  Tax  on  the  revenue,  on  6,000  shares  @  5  frs. 
each  of  annual  dividend =30,000  frs.  @  5% 

on  the  total  frs.  1,500 


Total  taxes  per  annum,  ($1,080) frs.  5,700 


The  annual  tax  would  be  payable  in  4  quarterly  instal- 
ments, of  1,425  frs.  each. 

Formalities 

The  American  company  would  have  to  enter  into  an 
agreement  to  pay  these  taxes,  and  would  also  have  to  (1) 
either  appoint  a  responsible  French  agent,  to  be  accepted 
by  the  Government,  who  would  be  personally  responsible 
for  the  taxes,  or  (2)  the  company  could  deposit  the  total 
amount  of  the  estirrtated  taxes  for  the  first  3  years;  it 
would  then  be  relieved  from  the  necessity  of  appointing  a 
responsible  agent. 

The  company  must  send  a  copy  of  its  charter  or  articles 
of  incorporation  and  by-laws,  translated  into  French,  with 
the  application  foi^  the  "abonnement  au  Timbre." 

The  agreement  by  which  the  company  undertakes  to 
pay  the  annual  taxes  must  be  signed  by  the  persons  who 
are  authorized  by  the  by-laws  to  contract  on  behalf  of 
the  company.  These  may  be  either  the  directors  or  some 
person  specially  authorized  by  the  Board  to  sign  such 
agreement. 
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American  companies  must  have  the  agreement  sealed 
with  the  company's  seal,  and  signed  by  two  directors  and 
the  secretary.  The  agreement  must  have  attached  to  it  a 
certificate  of  a  public  notary,  stating  that  the  signatures 
shown  on  the  agreement  make  it  a  legally  binding  con- 
tract by  the  company,  according  to  the  by-laws,  and  ac- 
cording to  American  law. 

The  signatures  of  the  contracting  parties,  in  other 
countries  than  France,  are  certified  by  the  French  Consuls ; 
signatures  at  Paris  are  certified  by  the  Commissary  of 
Police,  as  regards  persons  domiciled  in  Paris. 

A  list  of  foreign  shares  and  bonds  which  are  abonnees 
au  Timbre  (of  which  the  taxes  have  been  compounded  by 
the  companies)  is  published  in  the  Journal  Officiel  at  the 
commencement  of  each  half  year;  in  the  intervals  the  no- 
tices of  additional  companies  arranging  for  abonnements, 
and  of  desabonnements  (ceasing  to  compound),  are  pub- 
lished in  the  special  weekly  supplements  to  the  Journal 
Ofificiel. 

If  the  abonnement  is  discontinued,  all  certificates  ne- 
gotiated in  France  must  afterwards  be  stamped  at  the 
usual  rate  of  2%  on  the  par  value,  minimum  2  frs. 

French  Issues 

Information  as  to  French  issuing  Bankers,  newspaper 
and  other  publicity,  etc.,  will  be  furnished  by  the  author 
to  any  readers  who  may  have  difficulty  in  arranging  these 
details  for  an  issue. 
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French  Income  Tax — Latest  Changes 

AMENDMENTS  TO  INCOME  TAX  LAW  OF 
JULY  15,  1914. 

Changes  made  from  December  31,  1916. 

The  declaration  of  profits  or  income  is  made  compulsory. 
Taxes  for  the  current  year  are  payable  on  the  basis  of  the  net 
profits  or  income  of  the  previous  year.  Exemption  is  reduced  from 
5,000  francs  to  3,000  francs.  Rate  of  tax  is  10%,  instead  of  the 
former  graduated  rate  rising  from  2%. 

Income  of  Americans  residing  regularly  in  France,  but  keep- 
ing their  American  nationality,  is  taxable  at  10%  instead  of  2%. 
The  tax  minimum  is  seven  times  the  rent  of  their  apartments,  or 
10%  on  their  income,  whichever  is  the  larger. 

The  tax  officials  are  not  entitled  to  demand  production  of  the 
taxpayer's  books  or  accounts.  If  they  refuse  to  accept  the  tax- 
payer's statement  of  income,  the  case  must  be  decided  by  a  court 
of  law. 

EXCESS  PROFITS  TAX 

(1)  The  tax  is  not  applied  to  business  carried  on  outside  France. 
The  profits  must  arise  from  manufacturing  or  trading  within 
French  territory,  or  interest  arising  from  French  sources. 

(2)  Americans  and  all  other  foreigners,  and  American  and  other 
foreign  corporations,  carrying  on  part  or  all  of  their  business 
in  France,  are  subject  to  this  tax. 

(3)  The  tax  is  payable  on  all  profits  and  income,  of  the  kind  men- 
tioned above,  made  from  August  1,  1914,  until  November  18, 
1919. 

(4)  The  rate  of  tax  originally  fixed  by  law  of  July  1,  1916,  was 
50%.  By  the  law  of  December  30,  1916,  this  rate  was  only 
made  applicable  to  profits  of  not  more  than  500,000  frs.  Profits 
exceeding  500,000  frs.  made  after  January  1,  1916,  are  taxable 
at  60%. 
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Tax  on  Income  from  Securities.  The  law  of  December  31,  1916, 
raised  the  tax  from  4%  to  5%  on  the  income  from  French  securi- 
ties.    The  tax  on  lottery  prizes  was  raised  from  8%  to  10%. 

The  income  from  foreign  securities  and  foreign  government 
bonds  was  raised  from  5%  to  6%.  Profits  paid  by  American  and 
foreign  companies  to  directors  living  in  France  were  made  taxable 
at  the  rate  of  5%. 


Registration  of  American  Corporations 

Carrying  on  Business  in  France 

— Recent  Changes  (1920) 

The  corporation  must  give  an  undertaking  to  the  French 
Ministry  of  Finance  to  pay  the  French  income  tax  on  the  profits 
earned  on  the  business  done  in  France.  This  tax  was  fixed  for  1919 
at  5%  on  the  dividend  paid.  The  foreign  corporation  must  file  a 
certified  copy  of  its  balance  sheet,  for  the  last  year  (with  a  certi- 
fied translation),  and  pay  the  French  income  tax,  for  three  years  in 
advance,  on  the  amount  of  anticipated  profits,  as  agreed  with  the 
tax  officials.  The  settlement  of  this  proportion  may  require  nego- 
tiations of  twelve  months  or  more.  Balance  sheets  must  be  filed 
annually  with  the  tax  officials,  who  have  the  right  to  examine  the 
books  of  account,  which  must  be  kept  in  France  for  all  business 
done  there. 

Registration.  A  recent  French  law  requires  all  individuals, 
partnerships,  and  corporations  carrying  on  business  in  France  to 
register  the  following  details: — 

(a)  Name  of  the  firm  and  description  of  the  business  to  be  car- 
ried on;  (b)  amount  of  capital  subscribed  and  paid  in;  (c) 
duration  of  the  firm  or  corporation;  (d)  description  of 
its  constitution — whether  sole  trader,  ordinary  or  limited 
partnership,  or  stock  corporation;  (e)  full  particulars  as  to 
the  directors  of  a  corporation;  (f)  details  of  patents,  trade- 
marks or  trade  names  used  by  a  corporation. 

These  details  must  be  registered  with  the  Tribunal  of  Com- 
merce in  every  town  where  the  foreign  corporation  has  a  place  of 
business. 

Where  business  is  done  through  an  agent  representing  several 
firms,  the  American  firm  is  not  required  to  register.     If  the  Ameri- 
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can  firm  has  an  agent  acting  exclusively  for  its  business,  he  must 
register  details  in  the  same  way  as  if  the  corporation  itself  were 
carrying  on  the  business. 

Formalities  on  Incorporation  of  French  Companies.  These 
have  already  been  explained,  in  earlier  pages  of  this  book.  The 
costs  are  higher  than  for  the  formation  of  an  American  company, 
but  the  procedure  is  simple,  and  there  are  many  advantages  in  doing 
business  in  France  as  a  French  company. 

Taxes  on  American  Companies.  Income  tax,  as  already  men- 
tioned, 5%  on  the  dividends  distributed.  There  is  also  a  tax  on 
profits  (impot  cedulaire)  about  4^%.  Patente  tax,  payable  to  the 
municipality  or  commune,  is  a  small  tax  varying  according  to  the 
kind  of  business. 


Belgian  Section 


BELGIAN  COMPANY  AND  PARTNER- 
SHIP LAW^  AND  PRACTICE 

Belgian  Corporation  Law  is  very  similar  to  that  of 
France,  the  foundation  of  both  being  the  French  Napoleonic 
Code  of  Commerce. 

The  proportion  of  stock  corporations  in  Belgium  is  very 
much  lower  than  in  America,  chiefly  owing  to  the  fact  that 
various  forms  of  limited  partnerships  have  been  in  exis- 
tence there  for  a  considerable  period. 

It  is  important  that  the  investor  in  foreign  companies 
should  understand  the  diflference  which  the  foreign  laws 
may  have,  not  only  upon  his  rights  and  liabilities  as  a 
stockholder,  but  also  upon  the  methods  of  management 
of  such  companies. 

The  British  system  of  compulsory  audits  of  the  accounts 
of  public  companies,  by  independent  professional  auditors, 
is  not  adopted  in  Belgium  and  France.  Lay  auditors  are 
appointed  from  amongst  the  stockholders. 

These  positions  are  considered  as  consolation  prizes  for 
would-be  directors  and  relations  of  directors.  As  a  check 
on  the  issue  of  inaccurate  or  fraudulent  balance  sheets, 
such  audits  are  in  many  cases  useless. 

Foreign  balance  sheets,  or  statements  of  profits,  sub- 
mitted to  American  financial  firms,  for  issues  of  bonds,  pro- 
motions, or  other  dealings,  should  always  be  carefully  in- 
vestigated and  compared  with  the  actual  books  kept  abroad. 
The  expense  of  the  journey  and  the  fee  of  a  public  accoun- 
tant is  very  much  less  than  the  loss  arising  from  making  a 
bad  bargain. 
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A  thorough  audit  or  investigation  of  such  accounts,  on 
the  spot,  by  a  public  accountant  is,  however,  impossible, 
unless  he  speaks  the  foreign  language  required  and  has  both 
knowledge  and  experience  of  foreign  methods  of  doing 
business  and  of  keeping  accounts.  An  investigation  com- 
prises very  much  more  than  an  examination  of  the  accounts 
in  the  books.  It  extends  to  judging  the  capacity  of  the  busi- 
ness for  yielding  profits,  the  opportunities  for  introducing 
improved  trading  or  manufacturing  methods,  and  the  valua- 
tion of  assets  on  the  basis  of  profits  obtained  or  obtainable. 
As  regards  profit-sharing  corporations  composed  of 
workmen,  the  Belgian  and  French  laws  are  much  more  help- 
ful than  the  American  or  English  laws.  The  Belgian  laws 
permit  the  formation  of  co-operative  companies  of  work- 
men, for  the  undertaking  of  contracts  for  labor,  or  for  labor 
and  material. 

This  class  of  companies  has  many  privileges  in  tendering 
for  government  and  municipal  work. 


THE   DIFFERENT   KINDS  OF   BELGIAN 
COMPANIES 

In  Belgium  there  are,  in  addition  to  sole  traders,  six 
forms  of  associations  recognized  by  law,  as  follow: 

(1)  La  Societe  en  nom  Collectif;  Unlimited  Private  Com- 
panies, like  an  American   ordinary  partnership. 

(2)  La  Societe  en  Commandite  Simple ;  Limited  Partner- 
ships, with  capital  furnished  by  members  having  lim- 
ited liability. 

(2a) La  Societe  en  Commandite  par  Actions;  Unlimited 
Companies  with  capital  divided  into  shares,  furnished 
by  members  having  limited  liability. 

(3)  La  Societe  Co-operative ;  Co-operative  Companies,  with 
limited  liability. 

(3a) Societe  Co-operative  de  Credit;  a  form  of  Co-operative 
Bank,  with  unlimited  liability. 
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(4)  L'Union  de  Credit ;  A  newer  form  of  Co-operative  Com- 
panies, used  as  Credit  Banks. 

(5)  La  Societe  Anonyme ;  Limited  Liability  Companies,  or 
Stock  Corporations,  with  limited  liability. 

These  various  classes  of  companies  will  now  be  ex- 
plained: 

(1)   Societe  en  nom  Collectif.     (Ordinary  Partnership) 

Every  member  is  jointly  and  severally  (separately) 
liable  for  the  whole  of  the  debts  of  the  firm.  The  creditors 
of  the  company  may  sue  any  one  of  its  members,  personally, 
for  the  whole  amounts  of  their  claims,  and  he  must  pay 
in  full,  as  far  as  his  property  will  allow.  The  member  who 
pays  has,  of  course,  the  right  to  recover  a  proportion  of  the 
amount  he  has  paid  from  the  other  members  of  the  com- 
pany, in  proportion  to  their  shares  in  the  company,  but  this 
right  would  avail  him  very  little  if  the  other  members  were 
insolvent  or  men  of  no  substance. 

Not  only  can  the  creditors  sue  one  member  for  the 
whole  of  the  debts  of  the  company,  and  take  all  his  property 
for  payment,  but  they  can  also  attack  any  future  assets 
which  he  may  acquire  by  his  labor,  or  by  inheritance,  or 
by  gift. 

This  may  be  described  as  a  company  with  unlimilied 
liability  for  ever}^  member,  like  an  English  partnership. 

This  class  of  company  may  consist  of  two  or  more  mem- 
bers. It  must  be  formed  either  by  written  agreement  or  by 
deed.  If  one  of  the  members  brings  into  the  company  any 
real  estate,  the  company  must  be  formed  by  deed. 

The  agreement,  or  deed  constituting  the  company  must 
be  registered. 

A  summar}'  of  it  must  be  published  in  the  Belgian 
government  gazette,  "Le  Moniteur."  It  is  not  necessary  to 
state  the  capital  brought  in  by  each  member,  nor  the  total 
capital,  nor  the  proposed  division  of  profits. 
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A  balance  sheet  must  be  drawn  up  each  year,  but  it 
need  not  be  pubHshed. 

(2)  Societe  en  Commandite  Simple  (Limited  Partnership) 

This  consists  of  two  kinds  of  members:  "les  comman- 
dites,"  the  working  members,  and  "les  commanditaires," 
the  capitalist  members. 

The  working-  members  are  jointly  and  severally  liable 
for  The  whole  of  the  firm's  debts;  therefore,  their  liability 
is  unlimited. 

The  capitalist  members  are  liable  only  to  the  amount  of 
capital  which  they  have  agreed  to  contribute,  such  as  $5,000 
for  one  member  and  $10,000  for  another  member.  The  con- 
tributions may  be  of  any  amounts,  small  or  large,  but  as 
soon  as  this  sum  has  been  paid  to  the  company  the  capitalist 
members  have  no  further  liability  whatever,  either  to  the 
company  or  to  its  creditors. 

The  creditors  may  therefore  have  recourse  only  against 
(1)  the  company,  to  the  extent  of  its  assets;  (2)  the  work- 
ing members,  to  the  extent  of  all  their  property,  present  and 
future;  (3)  the  capitalist  members,  to  the  extent  of  any 
unpaid  portion  of  the  capital  they  have  undertaken  to  con- 
tribute. 

It  must  be  noticed  that  the  capitalist  members  are  really 
members ;  they  are  not  in  the  position  of  creditors  of  either 
the  company  or  of  the  working  members;  they  have  no 
right  to  interest  or  dividends  unless  there  is  a  profit  on 
the  workings  of  the  company,  after  payment  of  all  expenses 
and  after  provision  has  been  made  for  depreciations. 

This  class  of  company  takes  the  form  of  unlimited  lia- 
bility for  working  members  and  limited  liability  for  capital- 
ist members. 

The  company  cannot  use  any  other  title  than  that  com- 
posed of  the  names  of  the  working  members.  If  the  name 
of  a  capitalist  member  is  included  in  the  company's  trading 
name,  he  is,  by  that  fact,  held  liable  for  the  whole  of  the 
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debts  due  to  creditors,  just  as  if  he  were  a  working-  mem- 
ber. It  is  considered  that  the  company  would  be  obtaining 
credit  on  the  name  of  the  capitalist  member. 

The  management  of  the  company,  and  the  right  of  signa- 
ture on  its  behalf,  belong  solely  to  the  working  members;  a 
capitalist  member  who  takes  part  in  the  management,  or 
who  signs  on  behalf  of  the  company,  thereby  becomes  liable 
for  the  whole  of  its  debts. 

This  class  of  company  may  be  formed  of  one  or  more 
working  members,  and  one  or  more  capitalist  members. 
The  constitution  of  the  company  may  either  be  made  by 
agreement  or  by  deed ;  a  summary  must  be  published  in 
the  "Moniteur,"  but  this  summary  must  not  state  the  names 
of  any  capitalist  members  who  have  paid  up  the  whole  of 
their  contributions.  Balance-sheets  must  be  drawn  up  an- 
nually, but  need  not  be  published. 

This  kind  of  company  enables  a  capitalist  to  finance 
an  honest  and  practical  business  man,  without  incurring 
any  unknown  liability,  and  without  his  support  being 
known  to  the  public. 

But,  as  the  working  member's  liability  is  unlimited, 
there  is  a  guarantee  that  his  management  will  be  good,  as  a 
matter  of  self-protection. 

(2a)  La  Societe  en  Commandite  par  Actions 

This  is  similar  in  form  and  in  management  to  the  "So- 
ciete en  Commandite  Simple,"  except  that  the  entire  capital 
is  divided  into  shares.  The  working  partners  have  un- 
limited liability  for  the  debts  of  the  company  but  the  liabil- 
ity of  the  capitalist  partners  is  limited,  to  the  amount  of 
shares  they  have  agreed  to  subscribe. 

(3)   Societe  Co-operative 

The  number  of  original  meml)ers  must  be  seven  or  more. 
These  seven  members  have  the  right  to  fix  the  amount  up 


842  BELGIAN     SECTION 

to  which  each  member  will  be  individually  responsible  for 
the  debts  of  the  company. 

This  is  done  by  stating  in  the  by-laws  that  the  members 
will  each  be  responsible  for  the  company's  debts,  to  third 
parties,  up  to  the  amount  of  100  francs  ($20),  or  any  higher 
sum  which  is  stated.  The  by-laws  thus  fix  the  liability  of 
the  members.  The  payment  of  the  members'  contributions 
to  the  company,  to  the  amount  stated,  relieves  them  from 
further  liability,  but  if  the  by-laws  do  not  state  any  limi- 
tation of  liability,  the  whole  of  the  members  are  jointly  (but 
not  separately)  liable  for  all  the  debts  of  the  company, 
and  must  contribute  in  equal  proportions  to  make  up  any 
deficiency.  A  co-operaHive  company  may  thus  be  either 
a  limited  liability  company  or  not.  Members  cannot  trans- 
fer their  shares,  but  new  members  of  the  company  can 
be  admitted  at  any  time.  Members  may  also  retire,  at 
any  time,  and  be  repaid  the  amounts  they  have  contributed. 

The  company  may  also  expel  any  of  its  members,  but 
must  then  repay  their  contributions.  Each  member,  at  en- 
trance, contributes  his  share  of  capital  and  so  increases 
the  total  capital  of  the  company,  which  is  thus  of  a 
variable  amount. 

Every  member  is  jointly  liable,  during  the  five  years 
following  his  retirement  or  expulsion,  for  the  liabilities  of 
the  company  entered  into  before  the  end  of  the  year  in 
which  his  ceasing  to  be  a  member  has  been  published. 

The  number  of  members  must  be  at  least  seven.  The 
Company  may  be  formed  by  agreement  or  by  deed.  The 
articles  of  incorporation  must  be  published  in  full  in  the 
"Moniteur."  A  list  of  members  must  be  filed  at  the  Tri- 
bunal of  Commerce  (Commercial  Court)  of  the  district  in 
which  the  office  of  the  company  is  situated.  A  balance 
sheet  must  be  drawn  up  annually,  and  filed  at  the  Tribunal 
of  Commerce.  The  managers  are  elected  by  vote  and  may 
be  either  members  or  non-members.     They  have  only  the 
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powers  and  responsibilities  named  in  the  resolutions  ap- 
pointing them. 

The  public  have  the  right  to  inspect  the  list  of  members 
and  the  balance  sheet,  free  of  charge,  at  the  Tribunal  of 
Commerce,  and  may  demand  copies  on  payment  of  cost 
of  making  same.  These  Co-operative  Companies  are  exempt 
from  most  of  the  stamp  duties  and  registration  fees  payable 
by  stock  corporations. 

All  documents  and  notices  issued  by  these  companies 
must  show  the  words  "Societe  Co-operative"  immediately 
before  or  after  their  trading  names. 

The  register  of  members  contains:  (1)  the  articles  of 
incorporation ;  (2)  the  names,  addresses,  and  occupations 
of  the  members ;  (3)  dates  of  admission  and  retirement  as 
members ;  (4)  details  of  all  sums  received  from,  and  paid 
to,  members  by  the  society.  All  members  have  equal  votes. 
Profits  are  divided  annually — after  provision  for  reserve 
fund — usually  half  the  total  is  divided  equally  amongst  all 
members,  and  the  other  half  is  divided  in  proportion  to 
the  capital  brought  into  the  society  by  each  of  them.  Mem- 
bers may  bring  in  extra  amounts  of  capital  above  the  fixed 
minimum  contribution,  which  is  usually  of  $20  par  value. 

(3a)  Societe  Co-operative  de  Credit 

One  of  the  most  useful  forms  of  these  Co-operative 
Companies  is  that  for  providing  capital  for  workmen  and 
small  traders.  Singly  these  men  could  obtain  neither  money 
nor  credit,  but  combined,  with  joint  responsibility'  for  all 
debts,  they  ofifer  an  excellent  guarantee  to  lenders.  These 
societies  are  formed  as  popular  banks,  which  borrow  money 
at  interest  and  lend  it  to  their  members,  for  the  purchase 
of  tools,  machinery,  and  stock,  and  for  working  capital. 
Each  member  is  jointly  liable,  with  all  his  co-members,  to 
the  extent  of  all   his  property. 

Co-operative  Banks  are  justly  considered  to  ofifer  the 
soundest  of  guarantees  to  depositors. 
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(4)  Union  de  Credit 

This  class  of  company  was  legally  recognized  by  the 
law  of  16th  May,  1901.  It  is  very  similar  to  the  Co- 
operative Company,  and  has  the  same  three  characteristics: 
(1)  the  changing  of  its  members,  (2)  the  variation  in 
capital,  and  (3)  the  prohibition  of  transfer  of  shares. 

The  responsibilities  of  members  for  the  company's  debts 
are  the  same  in  both  classes  of  company.  The  chief  differ- 
ence is  that  the  formalities  to  be  observed  in  the  book- 
keeping, and  in  the  keeping  of  the  registers  of  members 
and  the  changes  in  the  membership,  are  much  simpler  for 
the  Union  de  Credit. 

The  chief  object  of  these  companies  is  to  find  capital 
for  their  members,  by  the  discounting  of  their  trade  accep- 
tances, given  for  purchases  of  raw  materials  for  manufac- 
turing or  of  finished  goods  for  sale. 

Or,  instead  of  finding  the  capital,  the  company  may 
guarantee  the  bills,  which  are  then  discounted  by  its  mem- 
bers with  ordinary  bankers. 

A  member  offering  a  bill  for  discount  would  present 
to  his  banker,  at  the  same  time,  a  note  from  the  company 
offering  to  guarantee  its  payment.  This  is  accepted  as  an 
endorsement  of   the  bill, 

(5)  La  Societe  Anonyme  (Stock  Corporation) 

Stockholders  in  these  companies  are  only  liable  to  the 
amount  of  the  shares  which  they  subscribe.  If  the  shares 
are  of  $100  each,  the  person  who  subscribes  for  one  share 
has  no  further  liability  for  the  debts  of  the  company  after 
he  has  paid  the  $100  for  his  share. 

Stockholders  who  receive  fully-paid  shares  in  return 
for  services  rendered,  or  for  property  transferred  to  the 
company,  have  no  liability  whatever,  even  if  the  company 
afterwards  becomes  insolvent,  and  is  dissolved. 

The  title   "Societe  Anonyme"   means   "nameless    com- 
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pany,"  as  rlistinct  from  unlimited  companies,  which  trade 
in  Ihe  names  of  their  owners. 

A  "Societe  Anonyme"  is  equivalent  to  the  American 
stock  corporation  and  to  the  English  limited  company. 
The  directors  who  manage  its  affairs  have  no  liability  for 
the  debts  of  the  company,  beyond  their  liability  as  share- 
holders to  pay  up  the  amounts  of  any  shares  they  may  have 
subscribed. 

The  directors  make  contracts  in  the  name  of  the  com- 
pany, and  on  its  behalf.  If  they  cause  loss  to  the  company 
through  fraudulent  or  illegal  acts,  it  is  the  company,  not 
the  creditors,  which  has  the  right  to  claim  damages  from 
them.  The  directors  are  compelled  to  deposit  shares  of  the 
company  as  security  for  the  honesty  of  their  management. 

This  class  of  company  must  have  at  least  seven  members 
or  "actionnaires"  THE  CAPITAL  MUST  BE  SUB- 
SCRIBED IN  FULL.  The  promoters  must  take  up  any 
unsubscribed  shares  or  any  shares  subscribed  by  persons 
incapable  of  contracting.  At  least  10  per  cent,  of  the  par 
value  of  each  share  must  be  paid  before  the  company  can 
commence  business.  Shares  cannot  be  transferred  unless 
at  least  one-fifth  has  been  paid  on  them. 

The  completion  of  these  formalities  must  be  proved  by 
a  deed  executed  before  a  notary  by  the  manager  or  the 
incorporators  of  the  company,  and  the  subscribers  must  be 
represented  personally  or  by  proxy  before  the  notary  re- 
ceiving the  declaration.  The  actual  cash  tor  one-tenth  at 
least  of  the  sh^re  capital  must  be  produced  to  the  notary. 
The  first  genera!  meeting,  for  the  appointment  of  the  first 
directors,  must  be  held  immediately  afterwards,  in  the 
presence  of  the  notary,  who  makes  a  declaration  of  their 
election  and  of  the  resolution  forming  the  company. 

For  corporations  formed  by  subscriptions  of  shares  by 
the  public,  the  following  regulations  are  in  force: 

Subscriptions  can  only  be  received  on  .specially  printed 
forms,  which  must  contain  the  following  particulars: 
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(1)  The  date  of  the  articles  of  incorporation  and  of  their 
publication  in  the  "Moniteur." 

(2)  The  objects  of  the  corporation,  total  amount  of  its 
capital,  and  the  number  of  shares. 

(3)  The  property  transferred  to  the  corporation  by  the 
promoters  or  vendors,  and  the  conditions  of  payment  for 
same. 

(4)  The  benefits  or  profits  receivable  by  the  promoters 
and  vendors. 

(5)  A  statement  that  one-tenth  at  least  of  the  par  value 
of  each  share  subscribed  has  been  paid  at  the  time  of  sub- 
scription. 

(6)  The  date,  time,  and  place  of  the  first  meeting  of 
stockholders,  which  must  be  within  three  months  after 
the  legal  constitution  of  the  corporation. 

All  subscription  forms  must  be  signed  in  duplicate.  If 
subscriptions  are  obtained  on  forms  which  do  not  contain 
the  above  particulars,  the  whole  of  the  subscriptions  are 
cancelled,  and  the  incorporation  is  void. 

The  first  meeting  of  stockholders  must  be  held  before 
a  notary,  who  prepares  a  report  of  same,  containing  a  list 
of  the  subscribers  with  the  amounts  paid;  this  report  must 
be  published. 

Promoters  making  false  statements  as  to  cert^ain  persons 
having  subscribed  for  shares,  &c.,  are  liable  to  imprison- 
ment for  three  months  with  hard  labor. 

Fully-paid  shares  may  be  issued  for  assets  ("apports") 
transferred  to  the  corporation,  such  as  land,  buildings,  ma- 
chinery, book  debts,  goodwill,  patents,  &c. 

A  new  law,  now  being  discussed,  proposes  to  make  pro- 
moters' shares  subject  to  the  provisions  that  they  are  not 
to  be  saleable  during  the  first  three  years  after  the  forma- 
tion of  the  corporation,  and  that,  during  that  time,  such 
shares  are  to  remain  in  the  custody  of  the  company.  This 
is  the  law  in  force  in  France,  and  it  prevents  fraudulent 
promoters  selling  or  pledging  their  shares,  and  so  putting 


COMPANY    LAW    AND     PRACTICE  847 

any  fraudulent  profits  beyond  the  reach  of  the  stockholders 
or  creditors. 

The  new  Belgian  law  also  proposes  to  form  the  bond 
holders  of  each  company  into  a  separate  body,  whose  de- 
cisions at  their  general  meetings  shall  bind  the  whole  of 
them,  in  respect  of  all  matters  affecting  their  rights. 

The  Belgian  company  laws  fix  no  minimum  or  maximum 
limits  for  the  capital  stock  of  companies.  Shares  may  be 
of  any  par  value;  t'here  is  no  limit  fixed  by  law.  They 
may  be  either  bearer  certificates  or  registered  shares,  but 
no  bearer  certificates  can  be  issued  except  fof  fully  paid 
shares.  The  company  may  issue  both  bearer  certificates 
and  registered  shares  at  the  same  time. 

The  by-laws  of  the  company  may  provide  that  its  regis- 
tered shares  cannot  be  changed  into  bearer  certificates,  and 
that  they  must  not  be  transferred  except  by  consent  of 
the  board  or  of  the  general  meeting  of  stockholders.  Unless 
transfers  are  specially  restricted  thus  by  the  by-laws,  they 
are  not  subject  to  the  approval  of  the  board. 

By  Belgian  law,  shares  are  considered  as  personal  prop- 
erty. Children  succeeding  to  shares  belonging  to  deceased 
parents  pay  no  estate  duty  or  succession  duty  on  them. 

The  articles  of  incorporation  of  a  stock  corporation  must 
be  prepared  by  a  notary  and  published  in  full  in  the  "Moni- 
teur."  There  must  be  at  least  three  directors,  who  may  be 
dismissed,  or  re-elected,  by  the  stockholders  in  general 
meeting.  Directors  cannot  be  elected  for  more  than  six 
years  at  one  time. 

For  every  stock  corporation  there  must  be  a  surveillance 
committee  of  "commissaires"  (auditors),  who  have  very 
extended  powers  of  continuous  control,  and  who  have  to 
make  reports  to  the  stockholders  each  year.  One  auditor 
at  least  must  act.  He  cannot  be  elected  for  terms  of  more 
than  six  years,  and  he  may  be  dismissed  or  re-elected  by 
the  general  meeting. 

Directors     and     auditors     need    not     be     stockholders. 
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Women  may  act  in  either  capacity,  but  a  married  \von\an 
requires  the  authorization  of  her  husband,  or  of  the  Court, 
before  taking  office. 

Both  directors  and  auditors  must  furnish  security  (for 
the  performance  of  their  duties),  in  shares  of  the  company, 
but  these  shares  may  belong  to  third  parties. 

General  meetings  must  be  held  at  least  once  each  year, 
to  consider  the  balance  sheet  and  accounts  of  profit  and 
loss. 

Every  stockholder  has  the  right  to  vote;  one  vote  for 
each  share,  with  the  limit  that  no  single  stockholder  can 
have  more  votes  than  for  one-fifth  of  the  total  number  of 
shares  issued,  nor  more  than  two-fifths  of  the  number  of 
votes  represented  by  the  meeting. 

The  balance  sheets  and  profit  and  loss  accounts  of  cor- 
porations are  required,  by  law,  to  be  published  in  the 
"Moniteur,"  but  as  no  penalty  is  enforced  this  rule  is  often 
broken. 

Stock  corporations  must  use  the  title  "Societe  Ano- 
nyme"  on  all  their  stationery,  notices,  and  advertisements. 

They  cannot  be  formed  for  a  longer  term  than  thirty 
years,  but  they  may  be  extended  at  the  end  of  that  period. 

The  by-laws  cnn  only  be  altered  by  a  majority  consist- 
ing of  three-fourths  of  the  stockholders  in  general  meet- 
ing; a  notary  must  be  present. 

FORMATION  EXPENSES 

The  costs  of  formation  of  this  class  of  companies  are  as 
follows : 

NOTE:  Rates  here  quoted  are  the  ordinary  rates  of  5  francs  per  $1.  The 
percentage  will  probably  be  changed  during  the  period  of  reconstruction,  espe- 
cially since  Belgian  prices  have  risen  considerably,  as  a  consequence  of  exchange 
having  fallen  to  about  one-quarter  of  the  pre-war  value,  as  compared  with  the 
American    dollar. 

(1)  Notary:  for  drafting  the  articles  of  incorporation 
and  the  by-laws,  ><%  on  the  first  $15,000;  }i%  over  $15,- 
,000  and  up  to  $60,000;  1/10%  over  $60,000  and  not  exceed- 
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ing  $200,000;  8  per  10,000  on  the  next  $200,000;  5  per 
10,000  on  the  next  $1,000,000;  3  per  10,000  on  the  next 
$2,000,000;  1  per  10,000  on  the  next  $3,000,000.  No  higher 
charge  is  allowed;  the  minimum  charge  is  $6. 

The  above  are  the  scale  charges,  but  the  notary  often 
accepts  a  smaller  rate  by  arrangement. 

The  articles  of  incorporation  must  be  registerel,  ai  a 
cost  of  $1.50.  They  must  be  published  in  full  m  the  "Mon- 
iteur,"  at  4  cents  per  line,  minimum  $1,  within  thirty  days 
after  the  formation  of  the  company. 

There  is  a  stamp  dutj'  on  bearer  certificates  and  bonds 
of  10  cents  up  to  a  par  value  of  $100  per  share,  and  1 
franc  (20  cents)  for  over  $100,  and  not  exceeding  $200  per 
share.  Registered  share  certificates  and  all  coupons  are 
exempt. 

Certificates  for  registered  shares,  if  changed  into  bearer 
certificates,  pay  stamp  duty  at  the  rate  of  1  per  1,000. 

Stock  corporations  pay  an  annual  tax  ("patente")  of 
about  4%  on  their  net  profits,  after  allowances  have  been 
deducted  for  bad  debts,  depreciations,  etc. 

This  tax  is  settled  by  the  tax  collector,  according  to  the 
annual  accounts  which  the  corporation  submits  to  him, 
but,  as  he  cannot  demand  an  examination  of  the  books  of 
the  company,  private  companies  often  declare  inaccurate 
amounts  of  profits. 

BEARER    CERTIFICATES 

These  can  only  be  issued  for  fully-paid  shares.  Every 
bearer  certificate  must  contain  the  following  particulars: 

(a)  The  date  of  the  formation  of  the  corporation  and 
of  the  publication  of  same  in  the  "Moniteur." 

(b)  The  quantity  and  description  of  each  kind  of  share 
and  their  total  authorized  amounts. 

(c)  Particulars  of  properties  transferred  to  the  corpora- 
tion by  promoters  or  vendors,  and  the  price  and  other  con- 
ditions attaching  to  same. 


850  BELGIAN     SECTION 

(d)  The  benefits  or  profits  receivable  by  promoters  and 
incorporators. 

(e)  The  period  for  which  the  corporation  is  formed. 

(f)  The  day  and  time  of  the  annual  general  meeting. 


GENERAL  REGULATIONS  AS  TO  BELGIAN  STOCK 
CORPORATIONS 

NOTE— Owing  to  the  general  financial  disorganization  in  Europe,  and  the 
discount  on  Belgian  and  other  monies,  the  stamp  duties  and  commission  rates 
of  stockbrokers  in  Belgium  will  be  increased  until  exchange  returns  to  normal 
rates     The   rates  here   quoted   are  normal   (peace-time)    rates. 

Transfer  of  Shares 

No  shares  can  be  transferred  until  at  least  20%  of  their 
par  value  has  been  paid  up.  Stockholders  have  the  right 
to  demand  acceptance  of  transfers  by  the  company.  Every 
stockholder  is  responsible  for  his  proportion  of  the  debts 
of  the  company  incurred  previous  to  the  next  annual  pub- 
lication of  the  list  of  stockholders.  He  is  liable  for  calls 
made  afterwards  if  the  transferee  cannot  pay. 

Register  of  Stockholders 

Only  stockholders  are  allowed  inspection. 

Stamp  Duties  on  Shares 

For  registered  shares,  the  share  register  is  stamped  for 
the  duty  payable ;  for  bearer  certificates,  the  certificates  are 
stamped.  Bearer  certificates  pay  an  additional  duty  if 
issued  after  three  months  from  the  date  of  incorporation. 

The  stamp  duties  payable  on  shares  are  as  follows : 

(1)  If  the  company  is  formed  for  not  exceeding  five 
years:  shares  of  a  par  value  (including  the  premium  on 
price  of  issue)  not  exceeding  200  frs.,  10  centimes  per  share ; 
over  200  frs.  and  not  exceeding  500  frs.,  25  centimes ;  over 
500  frs.  and  not  exceeding   1,000  frs.,   50  centimes;  over 
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1,000  frs.  ($200)  and  not  exceeding  2,000  frs.,  1  fr.  (19 
cents),  and  1  fr.  for  everv  further  1,000  frs.  or  fraction  of 
1,000  frs. 

(2)  If  the  company  is  formed  for  longer  than  five  years : 
shares  of  500  frs.  or  less,  50  centimes  per  share;  over  500 
frs.  and  not  exceeding  1,000  frs.,  1  fr. ;  a  further  1  fr.  for 
every  additional  1,000  frs.  or  fraction  of  same. 

The  minimum  stamp  is  50  centimes  per  share  certificate, 
but  certificates  for  more  than  one  share  pay  on  the  total 
value  of  the  certificate.     Bonds  pay  the  same  rates. 

For  registered  shares  the  duty  is  reckoned  on  the  total 
par  value  oE  such  shares  issued,  as  shown  by  the  share 
register. 

Annual  Accounts 

With  the  notice  of  the  annual  meeting  there  must  be 
sent,  to  each  registered  stockholder,  the  balance  sheet  and 
profit  and  loss  account,  and  the  report  of  the  auditors. 

Publication 

There  mvist  be  published,  in  the  "Aloniteur,"  the  articles 
of  incorporation  of  the  company,  and  all  subsequent  altera- 
tions, the  appointments  of  directors  and  all  changes,  the 
annual  balance  sheets  and  profit  and  loss  accounts,  the  list 
of  shareholders,  statements  of  capital,  the  calling  of  general 
meetings,  closing  of  dissolutions,  &c. 

Investigations 

A  stockholder  or  stockholders  possessing  one-fifth  of  the 
total  capital  of  the  company  may,  at  any  time,  by  petition 
to  the  Commercial  Court,  have  a  general  meeting  called, 
or  they  may  demand  the  appointment,  by  the  Court,  of  one 
or  more  auditors  to  investigate  the  books  and  accounts  of 
the  company. 
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Responsibility  of  Directors 

Any  stockholder  who  has  not  been  present  at  the  annual 
meeting  has  the  right  to  commence  an  action  (within  a  year 
from  the  date  of  such  annual  meeting)  against  any  director 
or  directors,  for  acts  ultra  vires  which  have  not  been  men- 
tioned in  the  notice  convening  the  annual  meeting. 

Directors  have  the  right  to  declare  such  ultra  vires  acts 
at  the  general  meetings,  and  to  ask  to  be  relieved  from 
liability  for  same  by  a  vote  of  the  stockholders.  If  the 
resolution  is  passed,  the  stockholders  present  have  no  right 
of  action  against  the  directors  for  such  acts.  Directors  may 
also  state,  in  the  notice  convening  the  annual  meeting,  that 
it  is  their  intention  to  ask  for  a  vote  of  the  stockholders 
relieving  them  from  liability  for  certain  of  their  acts,  or  for 
their  acts  of  management  generally  during  the  trading 
period  just  closed. 

Each  director  who  is  nominated  by  the  by-laws  of  the 
company  has  to  deposit,  as  guarantee  for  his  management, 
shares  representing  one-fiftieth  of  the  total  capital  of  the 
company,  but  not  exceeding  $10,000  par  value.  These  may 
be  provided  by  third  parties. 

The  by-laws  fix  the  security  to  be  given  by  directors 
appointed  otherwise  than  by  nomination  in  the  by-laws  of 
the  company,  or  the  general  meeting  fixes  it. 

Directors  may  be  sued,  by  any  stockholder  or  creditor 
of  the  company,  for  loss  caused  through  their  acts,  their 
imprudence,  or  their  negligence.  They  may  be  also  sued 
by  the  company  for  neglecting  to  perform  their  duties. 

Auditors 

The  first  auditors  are  named  in  the  by-laws;  later  ap- 
pointments are  made  by  the  general  meeting.  They  can- 
not be  appointed  for  more  than  six  years,  but  may  be 
re-elected.  They  have  power  of  control  over  the  manage- 
ment, as  well  as  power  to  examine  the  accounts.     They 
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must  make  annual  reports  to  the  stockholders  as  to  the 
management,  and  also  as  to  the  correctness  of  the  balance 
sheets  and  profit  and  loss  accounts  and  of  the  valuations 
of  the  stocks  on  hand  of  goods  and  materials. 

The  salary  paid  to  an  auditor  is  about  three-fifths  of  the 
salary  of  a  director. 

If  the  directors  receive  no  salaries,  the  auditors  must 
not  be  paid.  The  auditors  have  the  right  to  demand  half- 
yearly  accounts  from  the  directors,  and  also  the  final  annual 
accounts  at  least  a  month  before  the  general  meeting.  Their 
duties  are  as  follows:  to  superintend  the  actions  of  the 
directors ;  to  ensure  their  acting  according  to  the  regula- 
tions of  the  company,  and  in  accordance  with  the  general 
laws;  to  verify  the  books  and  documents  of  the  company; 
to  control  the  inventories  and  the  balancing  of  the  books, 
and  to  approve  or  reject  the  balance  sheets ;  to  call  general 
meetings  of  the  stockholders  whenever  they  think  fit,  and 
especially  on  the  request  of  stockholders  representing  one- 
fifth  of  the  total  capital  stock ;  to  make  reports  to  the  mem- 
bers of  the  company  at  the  annual  meetings  of  stockhold- 
ers, on  the  balance  sheets  and  accounts,  and  also  on  the 
manner  in  which  the  business  of  the  company  has  been 
carried  on. 

Auditors  are  equally  responsible  with  the  directors,  and 
within  the  same  limits  of  their  duties.  Auditors  have  to 
furnish  security,  in  shares  of  the  company,  for  the  perform- 
ance of  their  duties,  to  an  amount  fixed  by  the  by-laws  of 
the  company. 

Notices  of  General  Meetings 

These  must  contain  the  agenda  of  the  meeting.  A  notice 
must  be  sent  to  each  stockholder,  at  least  eight  days  before 
the  meeting,  and  public  advertisement  must  be  made  twice, 
at  eight  days'  interval  at  least,  and  at  least  eight  days 
before  the  meeting,  in  the  "Moniteur"  and  in  one  Brussels 
newspaper  and  one  local  newspaper.    If  all  shares  are  regis- 
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tered,  newspaper  advertisements  are  not  required ;  notices 
sent  by  post  to  the  stockholders  are  then  sufficient. 

Votes 

Every  stockholder  has  the  right  to  vote,  subject  to  the 
regulations  of  tlie  bj^-laws.  No  regulations  of  the  company 
can  deprive  stockholders  of  the  right  to  vote. 

Powers  of  General  Meeting 

In  default  of  express  regulations  to  the  contrary,  the 
stockholders  in  general  meeting  have  the  right  to  alter  the 
by-laws  of  the  company  in  any  particular,  by  a  majority  of 
at  least  three-fourths  and  representing  one-half  the  capital 
of  the  company. 

If  at  least  one-half  of  the  capital  is  not  represented  at 
the  meeting,  a  second  meeting  may  be  called,  whose  deci- 
sion, voted  by  a  three-fourths  majority  of  those  present,  is 
conclusive. 

The  objects  of  the  company  may  be  changed  b}'  a  unan- 
imous vote  of  the  stockholders. 

Reserves 

All  stock  corporations  are  compelled  by  law  to  make  a 
reserve  of  at  least  5%  of  the  net  profits  of  each  year.  Fur- 
ther reserves  may  be  made  in  addition  to  this. 

Bonds 

These  cannot  be  issued  for  amounts  exceeding  the  total 
capital  of  the  company  actually  paid  in,  unless  they  are 
issued  at  par,  and  are  redeemable  at  par.  The  interest  must 
not  be  less  than  3%.  The  annual  sums  reserved  for  the 
payment  of  interest  and  redemption  must  be  the  same  for 
each  year.  All  the  bonds  must  be  redeemable  at  the  same 
rate  oer  cent. 
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Right  of  Issue  "^  ^'^ 

Every  stock  corporation  (Societe  Anonyme)  and  limited 
partnership  (Societe  en  Commandite  par  Actions)  has  the 
rig-ht  to  issue  bonds  up  to  any  amount,  even  exceeding  the 
total  par  vahie  of  the  capital  of  the  company,  subject  to 
the  exception  named  below.  There  must  be  stated,  in  all 
notices  of  each  issue,  the  total  amount  of  bonds  issued  and 
the  quantity  and  value  of  each,  the  rate  of  interest,  price  of 
redemption,  duration  of  the  loan,  the  method  of  redemption, 
and  the  price  of  issue. 

Bondholders  have  the  right  to  be  present  at  general 
meetings  of  stockholders,  but  they  caimot  vote. 

Bonds  may  be  issued  giving  first,  second,  or  third  mort- 
gages on  the  assets  of  the  company,  and  they  may  be  of 
any  amounts. 

Conditions  of  Issue 

For  bonds  which  are  to  be  redeemed  at  the  exact  price 
of  issue,  no  special  regulations  are  made  by  Belgian  law. 

For  issues  of  bonds  which  are  redeemable  at  higher 
amounts  than  the  price  of  issue,  the  following  conditions 
must  be  observed : 

(1)  The  company  must  be  legally  formed;  (2)  the  total 
of  the  bonds  issued  must  not  be  greater  than  the  total  cap- 
ital paid  in ;  (3)  the  amounts  provided  each  year  for  the 
interest  and  redemption  must  be  of  equal  amounts ;  (4) 
interest  of  at  least  3%  per  annum  must  be  paid  on  the 
bonds;  (5)  all  the  bonds  must  be  redeemable  at  the  same 
price. 

Redemption  on  Dissolution 

In  the  case  of  dissolution  of  a  corporation  before  the 
date  fixed  for  the  redemption  of  its  bonds,  these  are  repaid 
less  the  deduction,  at  the  rate  of  5%  per  annum,  of  the 
interest  and  premium  on  redemption  (bonus  over  the  price 
of  issue). 
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Security 

According'  to  Belgian  law,  bonds  give  no  security  or 
charge  on  real  estate  unless  a  trustee  is  appointed  by  deed 
and  the  mortgage  is  registered  at  the  Land  Registry, 

Default  in  payment  of  interest,  or  in  redeeming  the 
bonds,  does  not  give  any  right  to  foreclose,  but  a  declara- 
tion of  insolvency  by  the  Courts,  or  the  passing  of  a  reso- 
lution for  dissolution,  makes  them  immediately  repayable. 

The  security  can  only  be  realized  by  permission  of  the 
President  of  the  Tribunal  of  Commerce. 


DISSOLUTION    OF    BELGIAN    COMPANIES   AND 
PARTNERSHIPS 

(DISSOLUTION  DES  SOCIETES  COMMERCIALES) 

General  Principles 

The  Belgian  law  on  the  dissolution  of  partnerships,  and 
of  companies,  is  contained  in  clauses  111  to  121  of  the  Law 
on  Companies. 

Immediately  a  voluntary  dissolution  is  decided  upon,  the 
partnership  or  company  assumes  a  special  condition  of 
existence  in  which  although  the  firm  may  continue  trading, 
the  ultimate  aim  is  its  dissolution  at  the  earliest  convenient 
date.  At  any  time  during  this  period,  the  firm  may  be 
declared  by  the  courts  to  be  insolvent,  as  it  is  held  to  be 
still  trading,  by  reason  of  the  trading  acts  done  by  the 
liquidators. 

Reasons  for  Dissolution 

As  the  causes  necessarily  vary,  for  which  the  different 
classes  of  partnerships  and  companies  may  be  liquidated, 
they  are  here  stated  separatel}"  for  each  kind  of  firm : 


COMPANY    LAW    AND    PRACTICE  857 

Societe  en  Nom  Collectif  (Ordinary  Partnership)  and 
Societe  en  Commandite  Simple  (Limited  Partner- 
ship). 

These  come  to  an  end  (1)  by  the  death,  bankruptcy,  or 
insanity,  or  loss  of  civil  rights,  of  one  or  more  of  the  part- 
ners; (2)  by  judgment  of  a  court  of  law;  (3)  on  the  demand 
of  any  of  the  partners. 
Societe  en  Commandite  Par  Actions  (Limited  Partnership) 

This  class  of  partnership  must  be  dissolved,  as  regards 
the  commandite  (working  partner),  if  he  dies,  becomes 
bankrupt  or  incapable  of  acting  as  manager,  or  at  his  re- 
quest, or  by  judgment  of  a  court  of  law. 

As  regards  the  commanditaire  (capitalist  partner),  the 
partnership  is  dissolved  by  reason  of  the  happening  of  any 
of  the  events  which  would  involve  the  dissolution  of  a 
Societe  Anonyme  (public  stock  corporation),  namely,' loss 
of  the  company's  capital,  the  expiry  of  the  term  fixed  for 
the  existence  of  the  company,  or  by  agreement  of  the 
stockholders  of  the  company. 

Societe  Anonyme  (Public  Corporation) 

The  dissolution  of  this  class  of  company  may  arise  from 
any  of  the  following  causes : 

(1)  Expiration  of  the  time  fixed  for  the  duration  of  the 
corporation. 

(2)  The  loss  of  its  capital.  If  one-half  or  more  of  the 
share  capital  of  the  corporation  has  been  lost,  the  directors 
must  call  a  general  meeting  of  the  stockholders,  in  order 
to  submit  to  them  the  question  of  the  desirability  of  a  dis- 
solution. If  three-fourths  of  the  share  capital  has  been 
lost,  the  dissolution  of  the  company  is  compulsory,  if  voted 
for  by  stockholders  representing  one-quarter  of  the  shares, 
who  are  present  at  such  general  meeting. 

(3)  By  the  reduction  of  the  number  of  stockholders 
below  seven.     Anv  stockholder  or  creditor  may  demland 
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the  dissolution  of  the  company  if  the  number  of  stock- 
holders has  remained  less  than  seven  during  at  least  six 
months. 

(4)   By  resolution  of  a  general  meeting  of  stockholders. 

Societe  Co-operative  (Co-operative  Society) 

Unless  the  by-laws  of  the  company  provide  a  longer 
period  for  its  existence,  every  co-operative  company  must 
be  dissolved  at  the  end  of  10  years  after  its  formation. 
(These  are  generally  associations  of  workmen  for  under- 
taking contracts  for  labor.) 

Method  of  Dissolution 

Unless  otherwise  provided  in  the  by-laws  of  the  com- 
pany or  partnership,  the  method  of  dissolution,  and  the  elec- 
tion of  liquidators,  are  fixed  by  the  general  meeting  which 
decides  upon  the  dissolution.  For  private  and  public  stock 
corporations,  and  co-operative  companies,  a  mere  majority 
of  votes  of  the  stockholders  present  is  sufficient  to  decide 
these  details. 

For  ordinary  partnerships  and  limited  partnerships,  a 
vote  of  one-half  of  the  partners  or  members,  owning  three- 
quarters  of  the  capital,  is  necessary.  If  such  a  majority 
is  not  obtained,  the  Tribunal  of  Commerce  fixes  the  method 
of  dissolution  and  appoints  the  liquidators. 

If  the  dissolution  is  ordered  by  a  court  of  law,  the  court 
has  power  to  determine  the  method  of  liquidation  and  to 
name   the   liquidator. 

Appointment  of  Liquidators  (Nomination  des  Liquidateurs) 

In  default  of  other  nominations,  the  following  persons 
act  as  liquidators :  the  directors  of  public  stock  corpora- 
tions and  the  managers  or  managing  partners  of  partner- 
ships, limited  partnerships,  private  stock  corporations  and 
co-operative  companies. 
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Powers  of  Liquidators  (Pouvoirs) 

(1)  They  may  require  the  partners  or  capitalist  part- 
ners, or  stockholders  of  companies,  to  pay  any  balances  of 
sums  which  they  have  undertaken  to  contribute  to  the 
capital,  so  far  as  may  be  necessary  for  the  payment  of  the 
debts  of  the  firm  or  for  the  costs  of  liquidation. 

(2)  Unless  restricted  by  the  by-laws  of  the  company 
or  of  the  partnership,  or  by  the  terms  of  their  appointment, 
the  liquidators  may  do  the  following  acts : 

(a)  Begin  or  continue  any  legal  proceedings  on  behalf 
of  the  company;  (b)  receive  payments,  give  receipts  and 
discharges,  and  release  securities ;  (c)  realize  all  property  of 
the  firm,  other  than  real  estate :  (d)  endorse  bills  of  ex- 
change ;  (e)  compromise  any  claim  or  actions ;  (f )  sell  the 
real  estate  of  the  firm  by  public  auction,  if  this  is  necessary 
for  the  payment  of  the  firm's  debts,  or  when  the  number  of 
partners  or  members  is  seven  or  more. 

(3)  With  the  authority  of  a  general  meeting,  the  liqui- 
dator may  do  the  following:  (a)  continue  trading  for  the 
purpose  of  liquidation ;  (b)  borrow  money  for  paying  the 
firm's  debts;  (c)  make  and  issue  bills  of  exchange  on  behalf 
of  the  firm;  (d)  mortgage  the  property  of  the  firm*  (e) 
pledge  its  property;  (f)  sell  its  real  estate  otherwise  than 
by  auction ;  (g)  sell  the  undertaking  of  the  firm  or  company 
for  shares  in  other  companies. 

Payment  of  Claims 

The  liquidator  must  prepare  a  list  of  creditors.  PTe 
must  first  pay  any  preferential  debts  and  costs  of  the  liqui- 
dation, and  then  distribute  the  balance  equally,  after  deduc- 
tion of  proper  discomits,  amongst  the  ordinary  creditors,  or 
in  proportion,  if  the  proceeds  of  the  liquidation  are  insuffi- 
cient to  pay  their  claims  in  full. 
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Preferential  Debts 

These  are  the  same  as  in  America  and  England,  Vv'ith 
t)he  following  exceptions :  workmen's  wages  are  preferential 
for  one  month,  clerks'  salaries  for  six  months.  Amongst 
private  debts,  servants'  wages  are  preferential  for  the  last 
expired  year  and  for  the  proportion  of  the  present  year 
which  is  due;  doctors'  fees  and  the  expenses  of  a  last  illness 
before  death ;  and  the  accounts  of  tradesmen,  for  food  and 
household  necessaries  supplied  during  the  six  months  be- 
fore a  bankruptcy,  are  all  preferential. 

Repayment  of  Share  Capital 

After  payment  of  the  company's  debts,  the  liquidator  of  a 
company,  if  so  authorized,  may  purchase  shares  of  the  com- 
pany, for  extinction,  either  on  the  stock  exchange  or  by 
tender  from  the  stockholders.  The  companys  assets  may 
be  distributed  in  kind  amongst  the  stockholders. 

During  the  liquidation  all  documents  issued  by  the  company 
must  state  "en  liquidation"  after  its  title.  Annual  balance 
sheets  must  also  be  prepared  and  published. 


TAXES  ON  BELGIAN  STOCK  CORPORATIONS 

NOTE:  The  following  are  normal,  peace-time,  rates.  During  the  period  of 
reconstruction  after  the  war  these  rates  may  be  increased. 

The  "Societes  Anonymes"  and  the  Societes  en  Com- 
mandite par  Actions"  are  subject  to  a  tax  called  "droit  de 
patente"  (trading  tax). 

This  is  assessed  at  the  rate  of  2%  on  the  net  annual  profits, 
plus  0.4%  for  the  state,  0.3%  for  the  province,  and  0.24%  for 
the  local  district,  making  a  total  tax  of  2.94%  (nearly  3%). 

In  the  City  of  Brussels  the  tax  amounts  to  3.84%, 

These  taxes  are  allowed  to  be  charged  to  the  company's 
accounts,  as  a  general  expense,  before  arriving  at  the  amount  of 
taxable  net  profit. 
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The  profits  assessed  include  all  sums  payable  for  interest  on 
capital  used,  all  dividends,  all  amounts  divided  amongst  stock- 
holders, of  whatever  nature,  and  all  sums  allocated  to  the 
mcrease  of  the  capital  or  transferred  to  reserve. 

Depreciations  are  allowed  to  be  charged  to  profit  and  loss 
account  before  arriving  at  the  figure  of  the  net  profit  taxable. 

Profits  used  for  repaying  share  capital  are  allowed  as  ex- 
penses and  are  not  subject  to  income  tax.  Interest  on  calls  paid 
in  advance  is  also  allowed. 


TRADING  TAX    (DROIT   DE  PATENTE)    ON   BEL- 
GIAN STOCK  CORPORATIONS  HAVING 
FOREIGN  BRANCHES 

Foreign  Businesses  Only 

The  tax  is  reduced  50%,  being  1%  on  the  net  annual  profit, 
if  the  whole  of  the  business  of  the  company  is  transacted 
abroad. 

Exemptions 

These  companies  are  exempt  from  the  additional  taxes  (cen- 
times additionnelles),  and  from  the  special  taxes  on  profits, 
levied  by  the  Provinces  and  Communes, 

Security 

The  company  must  give  security  for  payment  of  the  taxes, 
by  providing  either  a  deposit  in  cash  or  in  Belgian  (jovemment 
Stock,  or  by  giving  a  mortgage  on  real  estate. 

A  Belgian  representative  must  be  provided,  who  fulfils  the 
conditions  required  from  the  representative  of  a  foreign 
company. 

In  default  of  giving  such  security,  the  directors  of  the  com- 
pany are  jointly  and  separately  responsible  for  the  taxes. 
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Mixed  Belgian  and  Foreign  Trading 

The  reduction  of  the  trading  tax,  to  1%,  can  only  be  claimed 
in  respect  of  that  portion  of  the  business  which  is  carried  on 
abroad  by  distinct  branches,  having  separate  organizations. 
Assessments  of  taxes  are  not  made  on  the  foreign  trade  tmless 
the  whole  of  the  business  results  in  a  profit  and  the  foreign 
branches  have  made  separate  profits. 

A  declaration  must  be  made  showing  the  separate  profits 
on  the  foreisfn  branches. 


LEGAL    POSITION    OF   AMERICAN    AND    OTHER 
FOREIGN   COMPANIES  IN  BELGIUM 

All  foreign  stock  corporations  and  commercial  or  financial 
firms,  formed  under  foreign  laws  and  having  their  head  offices 
out  of  Belgium,  have  full  rights  of  trading  and  of  suing  and 
defending  actions  in  Belgium. 

If  the  head  office  of  the  company  is  in  Belgium,  it  is  treated 
as  of  Belgian  nationality,  and  it  must  conform  to  tiie  require- 
ments of  the  Belgian  law  relating  to  companies,  even  though 
it  has  been  formed  under  foreign  law. 

All  foreign  companies  which  have  a  place  of  business,  or  a 
branch,  in  Belgium,  must  comply  with  the  requirements  as  to 
publication  of  their  charter  or  articles  of  incorporation,  bylaws, 
and  annual  balance  sheets.  The  directors  or  managers  in 
charge  of  the  Belgian  business  have  the  same  responsibility,  to 
creditors  and  others,  as  they  would  have  if  they  were  directors 
or  managers  of  a  Belgian  company. 

A  Belgian  representative  must  be  appointed,  to  be  responsi- 
ble for  all  taxes.  If  he  is  not  of  sufficient  financial  standing, 
the  foreign  company  may  deposit  security  with  the  Government 
to  cover  any  tax  claims. 

The  powers  of  a  foreign  company  are  held  to  be  those 
which  it  possesses  in  the  country  where  it  was  formed. 

The  stamp  duties  on  shares  and  bonds  of  foreign  com- 
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panics  negotiated  in  Belgium,  are  the  same  as  for  those  of 
Belgian  companies. 


TRADING   TAX    (DROIT  DE   PATENTE)    ON   FOR- 
EIGN  STOCK   CORPORATIONS   HAVING 
BRANCHES  IN  BELGIUM 

Foreign  companies,  registered  out  of  Belgium,  having 
capital  divided  into  shares,  pay  the  same  trading  tax  as  Belgian 
stock  corporations. 

Method  of  Assessment 

The  tax  is  assessed  on  the  amount  of  trade  done  in  Belgium. 
If  the  foreign  company  neglects  or  refuses  to  make  a  declara- 
tion as  to  its  Belgian  trading,  the  whole  of  its  profits  will  be 
taxed. 

Accounts 

Every  foreign  company  trading  in  Belgium  must  keep  books 
at  its  Belgian  branch,  or  at  each  of  its  Belgian  branches, 
showing  details  of  its  trading  at  each  branch.  The  books 
necessary  are  stated  in  the  law  of  15th  December,  1872, 
clause  16. 

Belgian  Representative  (Representant  Responsable) 

A  foreign  company  must  have  a  resident  representative  in 
Belgium,  who,  by  a  contract  in  writing  between  himself  and 
the  company,  becomes  personally  responsible  for  all  the  Belgian 
taxes  of  the  company. 

Belgian  banks  are  eligible  to  act  as  representatives  in  this 
way.     The  representative  must  fulfil  the  following  conditions : 

(1)  Be  resident  in  Belgium;  (2)  be  capable,  by  Belgian 
law,  of  entering  into  contracts;  (3)  have  a  permanent  address, 
or  provide  a  registered  address,  within  the  district  of  the  Court 
of  Appeal  of  the  district  in  which  the  company  is  assessed  for 
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taxes ;  (4)  be  of  sufficiently  good  standing,  that  is,  be  reputed 
to  have  sufficient  means  in  real  estate  or  inscribed  securities  to 
pay  any  head  or  additional  taxes  which  may  be  levied  on  the 
company,  and  any  fines  imposed;  (5)  be  able  to  prove  the 
possession  of  such  means,  if  required  to  do  so. 

If  the  foreign  company  has  only  one  place  of  business  in 
Belgium,  or  if  it  has  Belgian  headquarters  from  which  the 
Belgian  branches  are  controlled,  the  assessment  is  made  in 
the  district  of  its  sole  branch,  or  its  headquarters. 

If  several  of  its  branches  are  worked  independently,  each 
branch  is  assessed  separately  in  its  own  district. 

Declaration  of  Profits 

The  Belgian  representative  must  make  a  declaration  of 
the  profits  of  the  Belgian  business,  within  two  months  after 
the  passing  of  the  annual  balance  sheet  and  profit  and  loss 
accounts,  or  at  the  latest  six  months  after  the  close  of  the 
company's  financial  year. 

This  declaration  must  have  attached  to  it  ( 1 )  a  copy  of  the 
balance  sheet  and  annual  accounts,  and  a  report  of  the  gen- 
eral meeting  at  which  it  was  considered 'and  voted  upon  ;  (2) 
a  copy  of  the  separate  balance  sheet  and  profit  and  loss  ac- 
count for  the  Belgian  business,  if  drawn  up  separately ;  or  a 
statement  showing  the  separate  trading  carried  on  in  Bel- 
gium, prepared  so  as  to  show  the  net  profits  on  each  class 
of  its  trading. 

Net  Profit 

All  working  expenses  and  general  expenses,  as  well  as  de- 
preciations and  the  trading  taxes  and  general  taxes,  are  allowed 
to  be  deducted  from  the  gross  profits  before  arriving  at  the 
amount  of  net  taxable  profit. 

Penalties 

The  penalty  for  fraudulent  declaration  of  profits,  or  neglect 
to  declare,  is  double  the  amount  of  the  total  tax,  in  addition  to 
the  payment  of  the  full  tax. 


COMPANY     LAW     AND     PRACTICE  865 

Fines  of  50  francs  to  1,000  francs  ($10  to  $200)  may  be 
imposed  for  default  in  keeping  trading  books  or  in  providing  a 
Belgian  representative,  or  for  failure  to  keep  proper  books  of 
account,  or  refusal  to  furnish  statements  of  accounts,  when 
duly  demanded  for  assessment. 

Foreign  Issues  of  Shares,  Etc. 

The  shares  and  bonds  of  foreign  companies  (including 
American  companies)  issued  or  circulating  in  Belgium,  are 
subject  to  the  same  stamp  duties  as  those  of  Belgian  companies. 

A  Registered  share  certificate  or  Bearer  certificate  of 
$5  pays  the  same  stamp  (10  cents)  as  a  certificate  or  war- 
rant for  20  shares  of  $5  ($1(X)).  The  duty  is  chargeable  on 
the  par  value,  or  on  the  price  of  issue,  or  market  price,  if  at 
a  premium. 

Bonds  pay  at  the  same  rate.  Shares  and  bonds  may  be  of 
any  amounts.  Bonds  are  usually  redeemed,  in  from  10  to  30 
years,  by  annual  equal  instalments,  which  include  the  interest 
and  a  proportion  of  the  principal. 


BRUSSELS  STOCK  EXCHANGE 
PRACTICE 

(BOURSE  DE  BRUXELLES) 

The  Bourse  is  open  daily,  from  12.30  to  3  p.m.,  except  on 
Sundays  and  the  following  holidays:  1st  Jan.,  Easter  Monday, 
Ascension  Day,  Whit  Monday,  21st  July  (National  Fete), 
Day  of  the  Assumption  (in  August),  All  Saints'  Day  (in  No- 
vember), and  Christmas  Day.  Any  extra  closing  days  are 
announced  in  advance. 

Class  of  Dealings 

Most  of  the  dealings  are  for  cash;  only  cash  transactions 
are  quoted  in  the  daily  Official  List  (Cote  Officielle). 

Dealings  may  be  also  made  in  futures  and  options. 
Securities  not  quoted  officially  are  sold  monthly  at  the  "Ventes 
Publiques."  (See  this  heading). 

Brussels  deals  largely  in  securities  quoted  on  the  Paris 
Bourse,  with  which  it  is  in  close  connection  by  telephone  and 
telegraph. 


CASH  TRANSACTIONS 
(NEGOCIATIONS  AU  COMPTANT) 

Giving  Orders  (Transmission  Des  Ordres) 

These  may  be  given  at  best  (au  mieux),  at  fixed  limits  (a 
cours  fixe),  at  middle  price  (au  cours  moyen),  for  combined 
purchase  and  sale  (en  lies),  and  sale  to  follow  purchase,  or 
vice  versa  (en  d'abord  et  ensuite).  The  majority  of  the  deal- 
ings are  at  the  middle  price. 

866 
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Movements — Variations  in  Price  (Variations  Des  Cours) 

The  amounts  by  which  quotations  rise  or  fall  are  the  follow- 
ing: 5  centimes  (1  cent)  on  securities  quoted  at  rates  per  cent; 
I2y2  centimes  (2J^  cents)  for  securities  with  premium  draw- 
ings; 50  centimes  (10  cents)  for  securities  quoted  below  l.CKX) 
frs.  ($200)  ;  1  fr.  (19  cents)  for  securities  quoted  over 
1,000  frs. 

Deliveries  of  Securities  (Delais  de  Livraison  Des  Titres) 

All  cash  transactions  should,  in  theory,  be  settled  on  the 
following  exchange  day,  but  the  taking  up  or  delivery  of  the 
securities  can  only  be  demanded  on  the  second  day  after  the 
dealing.  In  this  latter  case,  the  buyer  must  compensate  the 
seller  for  the  two  days'  interest,  if  they  are  quoted  "interets 
en  dehors"  (without  interest) ;  5%  per  annum  must  be  allowed 
on  the  purchase  price  of  other  securities. 

Default  in  delivery,  or  in  taking  up  and  paying  on  the 
second  day,  entitles  the  other  party  to  serve  formal  notice  for 
the  execution  of  the  contract  on  the  3rd  day,  before  1.30  p.m. 
This  notice  is  communicated  to  the  S4:ock  Exchange  Committee. 
If  the  securities  are  not  then  taken  up,  or  delivered,  before  2 
p.m.,  the  Committee  proceeds  to  sell  out  or  buy  in;  the  party  in 
default  has  to  pay  the  expenses  of  the  notice,  and  to  take  the 
risks  of  loss  on  the  resale  or  buying-in. 

Securities  bought  in  by  the  Committee  must  be  delivered 
before  1.30  p.m.,  on  the  next  exchange  day. 

Delay  in  delivery  of  lottery  bonds  on  the  eve  of  the  draw- 
ings entitles  the  buyer  to  cancel  the  purchase,  by  ordinary 
notice,  if  not  delivered  before  4  p.m. 

Certificates 

If  certificates  of  the  securities  dealt  in  are  issued  for  single 
shares,  and  for  more  than  one  share  (titres  unitaires  et  titres 
multiples)  the  seller  has  the  right  to  deliver  either  one  kind  or 
the  other,  or  a  mixture  of  both,  unless  the  buyer  has  ordered 
them  otherwise. 


868  BELGIAN     SECTION 

Method  of  Quoting  Prices  (Manieres  de  Coter) 

The  following  two  methods  are  in  use  on  the  Brussels 
Bourse : 

( 1 )  The  Belgian  Funds  and  bonds  and  preference  shares, 
which  pay  fixed  rates  of  interest,  are  quoted  "interets  non 
compris"  or  "interets  au  dehors"  (without  interest).  In  this 
case,  the  purchase  price  is  the  price  actually  quoted,  plus  the 
interest  which  has  accrued  due,  since  the  last  payment  of  inter- 
est or  dividend  up  to  the  date  of  the  sale  of  the  security. 

(2)  Securities  such  as  common  stock,  which  receive  varying 
rates  of  dividend  or  interest,  are  quoted  "interets  compris  dans 
le  cours,"  meaning  that  the  quoted  price  is  the  real  purchase 
price,  including-  the  benefits  of  any  dividend  or  interest  ac- 
crued. 

Quotations  are  based  on  the  paid-in  amounts  of  the  shares, 
only ;  unpaid  sums  are  ignored. 

Foreign  government  securities  and  foreign  municipal  loans 
are  quoted  at  net  prices,  the  accrued  interest  being  included  in 
the  price. 

Quantities  Negotiable 

Dealings  for  less  quantities  than  10  shares  or  bonds  cannot 
be  officially  marked,  for  shares  or  bonds  of  less  value  than 
1,000  frs.  each.  The  minimum  is  5  shares  or  bonds  when  over 
1,000  frs.  ($200),  each  if  they  are  of  a  security  not  much 
dealt  in. 

As  an  exception,  any  dealing  to  the  amount  of  5,000  frs. 
($1,000)  can  be  claimed  to  be  marked. 

Broker's  Commission 

The  brokerages  charged  by  the  Agents  de  Change  are 
fixed;  they  are  1  fr.  per  1,000  frs.  on  the  actual  capital  value 
of  the  dealing,  with  a  minimum  of  10  centimes  (2  cents)  per 
security,  if  below  100  frs.  each  ($20). 
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Bourse  Tax  (Impot) 

There  is  no  tax  on  stock  exchange  dealings  sucli  as  exists 
on  the  Paris  Bourse. 


FUTURES    (NEGOCIATIONS   A   TERME) 

Although  these  are  permitted,  the  Stock  Exchange  Com- 
mittee has  the  power  of  suspending  or  prohibiting  such  dealings 
at  any  time.  Dealings  in  futures  (for  the  settlement)  are  rare 
on  the  Brussels  Bourse,  and  are  restricted  to  the  "Coulisse,"  or 
unofficial  market.  The  "Parquet"  (also  called  "la  Corbeille"), 
which  is  the  official  market,  deals  almost  exclusively  for  cash. 

Settlement  (Liquidation) 

The  general  settlements  for  futures  are  half-monthly, 
about  the  15th  and  the  30th.  Dealings  in  futures  (negocia- 
tions  a  terme  autorisees)  for  those  securities  in  which  such 
dealings  are  authorized,  are  settled  at  the  dates  fixed  by  the 
Committee. 

The  usual  programme  of  the  half-monthly  settlement  is 
as  follows :  make  up  and  declaration  of  call  options,  at  2 
p.  m.  the  2nd  day  before  the  settlement :  balancing  of  ac- 
counts the  next  day;  then  pay  day  and  deliveries.  Carry- 
overs are  at  fixed  rates. 

Methods  of  Buying  and  Selling  (Maniere  de  Transmettre 
Les  Ordres) 

Orders  for  the  settlement  are  usually  as  follows :  at  the  best 
(au  mieux)  ;  at  fixed  prices  (a  cours  fixe)  ;  connected  orders, 
simultaneous  (en  ordres  lies)  ;  purchase  followed  by  a  sale,  or 
vice  versa  (en  d'abord  et  ensuite). 

Options  are  dealt  in  on  the  same  conditions,  and  in  the 
same  way,  as  on  the  Paris  Bourse. 
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Doubles  (Doublure) 

This  is  an  exceptional  style  of  transaction  in  which  one  of 
the  parties,  usually  the  seller,  has  the  right  to  call  for  double 
the  quantity  originally  dealt  in,  (call  of  double). 

Delivery  Before  Settlement  Date  (L'Escompte) 

Unless  specially  agreed  otherwise,  the  buyer  for  settlement 
has  the  right  to  demand  delivery  of  securities  before  the  date 
of  the  settlement  for  which  they  were  bought ;  this  right  applies 
also  to  call  options. 

Unofficial  Market  (Ventes  Publiques) 

Securities  which  are  not  quoted  in  the  Brussels  Official  List 
are  dealt  in  at  a  public  market,  held  on  the  first  Tuesday  of 
each  month.  This  public  sale  is  controlled  by  the  Stock  Ex- 
change Committee,  which  may  exclude  any  particular  securities 
from  such  market. 

Prize  Bonds  and  Lottery  Bonds  (Lots  a  Prime) 

These  cannot  be  negotiated  in  Belgium,  either  officially 
or  at  the  public  sale,  the  Belgian  law  forbids  dealings  in 
them. 

Brokers 

Official  brokers  are  numerous  in  Brussels;  they  have  the 
sole  right  of  offering  for  sale  and  of  dealing  at  the  public  sales, 
as  well  as  on  the  official  market  (Bourse). 

Brokerage  (Courtages) 

For  the  public  sales  the  commission  is  1  fr.  per  1,000  frs., 

on  the  purchase  price,  with  a  minimum  of  25   centimes    (5 

cents)  per  share  or  bond.     (No  notice  is  taken  of  the  amount 

of  the  uncalled  liability.) 

,  For  securities  offered  at  the  sale,  but  not  sold,  the  brokers' 
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charges  are  25  centimes  per  share,  with  a  maximum  of  5  frs. 
($1)  for  each  lot  offered.  These  commissions  are  payable  the 
day  after  the  sale.  If  lots  are  withdrawn  before  the  sale,  the 
brokers'  charges  must  be  paid  just  as  if  the  lots  had  been  sold. 
Deliveries  (Livraison  Des  Valeurs) 

The  times  allowed  for  delivery,  and  the  other  conditions, 
are  the  same  for  the  public  sales  as  for  the  dealings  on  the 
Official  Bourse. 
Official  List  of  Market  Quotations  (La  Cote  Officielle) 

This  is  published  by  the  Brussels  Stock  Exchange  Com- 
mittee; the  yearly  subscription  is  40  frs.  ($8).  It  contains  a 
full  list  of  all  securities  dealt  in  on  the  Official  Bourse,  the  ex- 
change values  of  coupons,  the  discount  rate  of  the  Belgian 
National  Bank,  and  the  rates  of  foreign  exchange  and  discount. 


DETAILS  OF  QUOTED  SECURITIES 

Belgian  Funds  (Fends  D'Etat,  or  Fonds  Publique) 

The  Belgian  Funds  (Government  bonds)  are  3%  and 
25^%.  Interest  is  payable  every  half  year,  and  may  be  collected 
from  the  National  Bank,  or  through  any  tax-collector's 
office. 

The  marked  quotations  for  the  funds  are  called  "le  cours 
de  la  Rente." 
Annuities  (Annuites) 

These  are  the  loans  raised  for  public  purposes  by  Belgian 
provinces  and  towns ;  they  are  repayable  by  yearly  instalments, 
which  include  both  the  annual  interest  and  a  portion  of  the 
capital.  Annual  drawings  are  held,  by  which  portions  of  the 
debt  are  repaid  immediately  in  full,  some  at  par,  and  others  at 
considerable  premiums. 

Loans  Redeemed  (Titres  Amorties) 

In  the  official  list  two  amounts  of  capital  are  always  stated : 
(l)-the  total  issue  (titres  admis),  and   (2)  the  amount  out- 
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standing  (titres  en  circulation).     Any  difference  between  the 
two  totals  shows  the  amounts  redeemed. 

Quotations  of  Foreign  Securities 

The  letters  "M,"  "L,"  and  "C"  before  quoted  prices  mean 
respectively  German  marks  (25  cents),  pounds  sterling 
($4.87),  and  Austrian  crowns  (20  cents). 

For  foreign  government  securities  and  foreign  municipal 
loans,  the  quotation  includes  the  accrued  interest  (interets 
compris). 

Actions  Pleines  are  participating  preferred  shares,  re- 
ceiving a  preference  of  5%,  with  a  right  to  share  in  the  balance 
of  profits. 

Actions  Estampillees  are  stamped  shares,  which  have 
been  stamped  to  show  either  the  repayment  of  part  of  the 
capital,  or  an  increase  or  reduction  of  capital,  or  some  altera- 
tion in  the  rights  of  the  holders  of  such  securities. 

Actions  Anciennes  are  original  shares,  as  distinguished 
from  later  issues  having  different  rights. 

Actions  Nouvelles  are  new  issues,  or  those  which  are 
issued  in  exchange  for  old  shares  having  different  rights. 

Actions  De  Dividende 

These  are  dividend-sharing  certificates,  usually  in  the  form 
of  Bearer  certificates,  which  give  a  right  to  share  in  the  net 
profits,  instead  of  receiving  a  fixed  interest.  In  this  class  of 
share  are  found  the  Parts  de  fondateur  (Founders'  shares)  ; 
Parts  de  reserve  (bonus  shares  given  for  accumulated  re- 
serves) ;  Parts  beneficiares  (sharing  certificates)  ;  actions 
ordinaires  (ordinary  shares)  ;  actions  de  jouissance  (redeemed 
shares,  but  entitled  to  dividends)  ;  actions  de  prime  (bonus 
shares  for  premiums)  ;  bons  d'arrerages  (bonds  for  arrears  of 
interest). 

Preference  and  ordinary  shares  (common  stock)  issued  for 
cash  are  called  "actions  de  capital." 
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Actions  Nominatives  (Registered  Shares) 

Until  shares  are  fully  paid  up  they  are  always  in  the 
Registered  form.  They  are  generally  changed  afterwards  into 
Bearer  certificates. 

Actions  a  Ordre  ("to  Order"  Shares) 

These  are  shares  which  are  transferable  by  endorsement  of 
the  holder  on  the  back  of  the  certificate,  in  the  American  style. 
They  are  a  modified  form  of  Bearer  certificates,  having  coupons 
attached. 

Actions  de  Quotite  (Fractional  Shares,  Shares  with  No  Par 
Value) 

These  are  shares  which  have  no  fixed  capital  value.  They 
are  usually  quoted  thus:  "1/50,000,"  which  means  tliat  each 
share  represents  1  part  out  of  the  total  parts  of  50,000  shares 
issued.  The  profits  are  shared  in  this  proportion.  They  are 
also  called  "parts  sociales." 

Faux  Cours  (False  Quotations) 

These  are  false  statements,  of  either  selling  or  buying  prices, 
made  by  brokers  to  their  customers.  For  example,  a  customer's 
securities  may  have  been  sold  for  cash  at  255  frs.  each,  on  a 
day  when  the  markings  have  been  240.  250,  and  260  frs.  The 
broker,  by  declaring  the  sale  to  his  customer  as  having  been 
made  at  245  or  250,  would  pocket  a  considerable  profit.  For 
purchases  the  buying  price  would  be  overstated. 

Operations  de  Contra-Partie  (Cover-Snatching) 

The  financial  firms  which  pretend  to  act  as  buying  and  sell- 
ing agents,  but  which  in  reality  speculate  against  their  cus- 
tomers, are  called  ''maisons  de  contra  partie"  (bucket  shops). 

Applications 

Transactions  of  Agents  de  Change  who,  against  the  regu- 
lations,   secretly   act   as   principals,   are   called   "applications." 
"Jobbing"  is  not  recognized. 
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CONDITIONS  FOR  GRANTING  OFFICIAL  QUOTA- 
TIONS OF  SECURITIES  ON  THE 
BRUSSELS  BOURSE 

(ADMISSION  DES  VALEURS  A  LA  COTE.) 

Demands  for  inclusion  in  the  official  list  must  be  made  to 
the  Brussels  Stock  Exchange  Committee,  and  must  be  accom- 
panied by  specimens  of  the  certificates  issued  and  details  of 
the  price  of  issue. 

Belgian  companies  must  also  indicate  the  financial  firms 
authorized  to  pay  the  interest  and  dividend  coupons  at  Brus- 
sels.    Foreign  companies  must  do  the  same. 

Foreign  securities  can  only  be  admitted  if  they  are  offi- 
cially quoted  in  their  own  country,  and  on  proof  of  the  legality 
of  the  issues.  Foreign  companies  must  deliver  copies  of  their 
articles  of  incorporation,  by-laws  and  the  last  balance  sheets. 
The  Committee  may  demand  any  additional  document  it  thinks 
fit,  usually  including  the  prospectus. 

Notices  of  applications  for  financial  quotations  in  the  Offi- 
cial List  are  posted  in  the  Bourse  for  8  days,  during  which 
time  any  objections  may  be  made  in  writing.  At  the  expira- 
tion of  this  period  the  Committee  decides  on  the  application. 

No  shares  or  bonds  of  any  company  can  be  officially  quoted 
if  the  capital  is  less  than  1,000,000  frs.  ($200,000). 

No  bonds  of  a  company  can  be  officially  quoted  unless  its 
shares  are  already  officially  quoted. 

All  companies  whose  shares  are  officially  quoted  must  fur- 
nish to  the  Stock  Exchange  Committee  copies  of  the  minutes 
of  each  general  meeting,  annual  balance  sheets,  and  300  copies 
of  any  list  of  drawings  held  for  repayment  of  bonds  or  shares ; 
such  lists  must  include  the  numbers  of  any  securities  previously 
drawn  for  redemption  which  have  not  been  presented  for 
repayment. 

All  coupons  of  securities  officially  quoted  must  state  the 
period  to  which  they  apply. 
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The  Committee  may  remove  from  the  official  list  any  securi- 
ties which  do  not  comply  with  the  conditions  named  above,  or 
any  securities  in  which  there  are  few  dealings,  or  which  it  is 
against  public  interest  to  negotiate  on  the  Bourse. 


RESPONSIBILITIES  OF  STOCKBROKERS 

In  dealing  on  the  Bourse  for  customers,  the  broker's  re- 
sponsibility may  be  limited  by  the  manner  in  which  he  deals, 
thus:  (1)  Acting  as  agent  for  his  customer;  if  he  deals  in  his 
own  name,  he  is  personally  liable  to  his  customer  and  to  the 
other  party  with  whom  he  deals;  (2)  If  he  declares  to  the 
other  party  the  name  of  the  customer  for  whom  he  is  acting, 
his  responsibility  is  considerably  reduced ;  (3)  If  he  deals 
as  an  ordinary  agent  for  the  customer,  in  the  customer's  name, 
the  broker  incurs  no  personal  responsibility  for  the  transac- 
tion. 

In  the  case  of  advice  given  to  customers  in  his  professional 
capacity,  even  without  remuneration,  the  broker  is  liable  for 
loss  by  following  such  advice. 


SPECULATIVE   TRANSACTIONS:     GAMBLING 
CLAUSE 

According  to  Belgian  law  no  claims  can  be  recovered  in 
respect  of  gambling  debts  or  for  payment  of  wagers. 

A  stockbroker  may  sue  his  customer  for  differences  of 
speculative  dealings;  if  the  debtor  raises  the  defence  that 
they  were  gambling  transactions,  he  must  prove  that  the 
stockbroker  was  aware  that  the  customer  intended  to  gam- 
ble.   The  Court  would  decide  the  case  on  the  facts. 


COVER  OR  MARGIN  (LA  COUVERTURE) 

The  cover  given  by  buyers  may  either  be  (1)  the  full  pur- 
chase price,  or  (2)  a  percentage  of  the  value.     It  may  be  in 
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the  form  of  cash,  or  bills  of  exchange,  or  shares  or  bonds.  In 
the  case  of  the  customer  neglecting  to  pay  for  the  shares,  or 
for  a  loss  on  differences,  the  stockbroker  could  not  without 
permission  realize  the  securities  deposited  as  cover;  they  are 
held  to  be  securities  on  which  the  broker  has  only  an  equitable 
mortgage,  and  they  may  only  be  realized  by  permission  of  a 
Court,  or  with  the  sanction  of  the  customer,  express  or  im- 
plied, after  notice  given. 

This  law  is  applied  strictly  to  all  kinds  of  mortgages  and 
pledges. 


ADMISSION  OF  MEMBERS  OF  THE  BOURSE 
(AGENTS  DE  CHANGE) 

The  Stock  Exchange  Committee  has  the  right  to  accept 
or  refuse  any  candidate  for  admission  as  a  stockbroker.  No 
special  experience  is  insisted  on,  but  the  committee  requires 
that  the  personal  reputation  of  the  candidate  must  be  good,  and 
that  he  be  possessed  of  means. 

The  tax  on  stockbrokers  at  Brussels  is  250  frs.  ($50)  for 
persons  living  in  Brussels,  and  275  frs.  ($55)  for  all  others, 
per  annum. 

Le  Parquet,  or  La  Corbeille,  is  the  official  Bourse,  re- 
stricted to  deaHngs  for  cash. 

La  Coulisse  is  the  market  in  which  "au  terme"  dealings 
are  made  for  the  half-monthly  settlements  of  the  1st  and 
15th  of  each  month. 

The  differences  between  these  two  associations  are  the 
same  as  in  Paris. 


EXAMPLE  OF  BROKER'S  BOUGHT  NOTE 

BORDEREAU  D'ACHAT,  18  mai.  . 

10  Bruges  3  pour  cent.   1904    de    500    frs, 
achetees  a  92  p.c frs.  4,600.00 
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Interet,  du  15  avril  au  18  mai,  34  jours  a 
3  p.c,  sur  5,000  frs irs.         14.17 


frs.  4,614.17 
Courtage,  1  p.m.  (1  par  mille,  1  per  1,000)..  4.60 


frs.  4,618.77 


EXAMPLE  OF  BROKER'S  SOLD  NOTE 

BORDEREAU  DE  VENTE,    15  mars. 

10  Tournai  3  pour  cent.  1903,  au  cours 
de  91   frs.  4,350.00 

Interet  du  31  Janvier  au  15  mars,  44  jours, 

sur  valeur  nominale  de  5,000  frs 18.33 

frs.  4,568.33 
Courtage,  1  p.  m 4.60 

fr.  4,563.73 

It  should  be  noticed  that  the  broker's  commission  is  added 
to  the  bought  note,  but  deducted  from  the  sold  note. 

In  the  case  of  a  sold  note  for  securities  "interets  com- 
pris"  (interest  included  in  the  price),  no  interest  would  be 
added. 

IMPORTANT   POINTS    RE   BELGIAN    COMPANIES 

Formation 

Prospectuses  are  not  required  by  Belgian  law. 
The  articles  of  incorporation  and  by-laws  are  combined  in 
one  deed,  called  "les  Statuts." 

No  stamp  duty  is  payable  for  assets  transferred  by  vendors 
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to  the  company,  which  are  to  be  paid  for  wholly  in  shares. 
If  any  part  of  the  price  is  payable  in  cash  or  bonds,  duty  must 
be  paid  on  the  total  price. 

All  transfers  of  real  estate  must  be  registered  at  the 
Land  Registry. 

Contrary  to  the  French  practice,  tliere  is  no  report  to  be 
made  by  the  auditors  as  to  the  value  of  the  assets  transferred 
to  the  company  by  vendors.  The  promoters  are  responsible 
for  the  payment  of  the  first  10%  on  all  shares  issued  for  cash, 
and  must  take  up  any  shares  subscribed  by  minors  or  other 
persons  incapable  of  contracting. 

The  whole  of  the  capital  must  be  subscribed  before  the  com- 
pany can  be  formed,  but  the  subscription  includes  shares  to 
be  issued  to  vendors  in  payment  for  assets  taken  over. 

Subscribers  cannot  revoke  their  subscriptions.  Applications 
cannot  be  reduced  by  directors ;  allotments  must  be  of  all  or 
none  of  the  shares  or  bonds  applied  for. 

Shares 

Shares  and  bonds  of  Belgian  and  of  foreign  companies 
may  be  of  any  amounts.  The  stamp  duty  is  on  a  minimum 
of  500  frs.  ($100)  per  certificate,  whether  for  one  or  for 
several  shares  or  bonds. 

All  shares  are  nominative  (registered)  until  fully  paid, 
but  Registered  shares  are  not  liked;  Bearer  certificates  are 
the  usual  form.  Certificates  must  be  issued,  and  stamp  duty 
paid,  within  three  months  from  the  formation  or  new  issue. 
If  the  shares  are  fully  paid  within  the  first  three  months, 
Bearer  certificates  may  be  then  issued,  in  exchange  for  the 
provisional  Registered  certificates. 

If  Bearer  certificates  are  issued. later  than  3  months,  in 
exchange  for  the  Registered  shares,  the  duty  must  be  paid  a 
second  time  on  the  Bearer  certificates.  If  new  share  certificates 
are  issued  (except  for  transfers),  fresh  duty  must  be  paid. 

In  Belgium  public  issues  for  subscription  (emissions)  are 
not  usual.    The  shares  are  first  subscribed  privately,  and  then 
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sold  by  a  "mise  en  vente,"  through  brokers  and  bankers  to 
their  customers,  in  the  same  way  that  investment  houses  in  the 
U.  S.  A.  place  shares  and  bonds. 

Vendors*  shares  (actions  d'apport)  are  negotiable  imme- 
diately after  the  formation  of  the  company. 

"Un  syndicat  de  titres'"  is  a  pool  of  stockholders  for  regu- 
lating the  market  prices. 

The  "puffing"  ("boosting")  of  shares  is  held  to  be  a  fraudu- 
lent conspiracy,  and  the  whole  of  the  persons  taking  part  in 
it  are  jointly  liable  to  every  purchaser  for  both  direct  and 
indirect  loss. 

Calls 

Calls  (instalments  of  the  price  of  shares  or  bonds)  may  be 
paid  in  advance:  5%  interest  is  usually  allowed. 

Stockholders  may  set  off  trade  debts  against  calls.  For- 
feited shares  must  be  sold  on  the  Bourse.  Creditors  whose 
debts  are  overdue  may  sue  stockholders  for  any  uncalled  (un- 
paid) amounts  owing  on  their  shares. 

The  court  has  power  to  make  calls  on  the  request  of  any 
creditor,  even  for  debts  not  yet  due. 

Lost  Share  Certificates 

A  shareholder  whose  Registered  certificate  has  been  lost  or 
stolen  may  demand  a  new  certificate,  on  giving  an  indemnity 
to  the  company. 

No  duplicate  Bearer  certificates  are  issued.  Opposition 
(notice  of  loss)  can  be  made  to  the  company  and  to  bankers, 
but  an  innocent  purchaser  cannot  be  compelled  to  restore 
stolen  or  lost  Bearer  certificates,  except  against  reimburse- 
ment of  the  price  he  paid.  All  claims  by  the  original  holder 
are  barred  after  three  years  from  date  of  loss. 

Transfer  of  Shares 

Bearer  certificates  are  transferable  by  delivery,  like  bank- 
notes. 
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For  Registered  shares  the  proof  of  transfer  is  the  signing 
of  the  share  register,  by  both  the  buyer  and  the  seller.  In 
practice  the  seller  delivers  his  certificate  to  the  buyer,  together 
with  a  seller's  power  of  attorney  (pouvoir  du  vendeur),  author- 
izing an  official  of  the  company  to  sign  the  register  on  his  be- 
half. The  buyer  adds  to  these  his  own  power  of  attorney 
(pouvoir  d'acheteur),  authorizing  an  ofificial  to  sign  for  him. 
He  then  sends  all  the  documents  to  the  company. 

A  formal  notice  of  the  deposit  of  the  certificate  for  transfer 
is  mailed  by  the  company  to  the  seller;  if  no  reply  is  received, 
two  different  ofiticials  sign  the  share  register  (registre  des 
actionnaires)  on  behalf  of  the  buyer  and  the  seller.  The  com- 
pany then  issues  a  new  certificate  to  the  purchaser,  and  a  fresh 
certificate  for  the  balance  of  shares,  if  any,  to  the  seller. 

There  is  no  stamp  duty  on  transfers,  but  the  two  procura- 
tions (powers  of  attorney)  must  be  written  on  stamped  forms. 

Increase  of  Capital 

If  a  company  has  not  taken  power  in  its  by-laws  to  increase 
the  capital,  this  is  done  at  an  extraordinary  general  meeting 
(held  in  the  presence  of  a  notary),  which  passes  a  resolution 
for  the  increase.  The  additional  shares  are  usually  then  sub- 
scribed at  once  at  the  meeting;  otherwise  the  formalities  re- 
quired are  the  same  as  in  the  case  next  mentioned.  The  notary 
certifies  the  resolutions  passed,  and  the  subscriptions  made: 
the  increase  of  capital  is  completed  by  the  filing  and  publica- 
tion of  the  notary's  report. 

If  the  company  has  power  to  increase  the  capital  by  its 
articles,  the  directors  pass  a  resolution  for  the  increase  and 
appoint  a  director  to  carry  out  the  formalities. 

Application  forms  are  then  issued  and  the  appointed  direc- 
tor, accompanied  by  subscribers,  afterwards  make  the  neces- 
sary declarations  to  a  notary  of  the  increase  of  the  capital,  and 
of  the  receipt  by  the  company  of  the  subscription  forms  and  of 
the  application  moneys  for  at  least  10%  of  the  par  amounts. 

The   notary   draws   up   a   report,   including  these   declara- 
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tions  and  a  list  of  the  subscriptions,  which  is  afterwards  pub- 
lished in  the  "Moniteur."  A  general  meeting  is  afterwards 
held,  in  the  presence  of  the  notary,  for  the  passing  of  the  reso- 
lutions altering  the  articles  of  the  company  in  conformity  with 
the  changes  made  in  the  capital. 

The  subscription  of  the  whole  amount  of  the  new  issue  of 
capital  is  not  necessary.  Such  additional  issues  cannot  be 
made  under  par,  but  may  be  at  a  premium. 

Societe  Fermiere 

A  company  finding  itself  temporarily  in  difficulties  need 
not  dissolve.  A  subsidiary  company  may  be  formed,  called 
"une  Societe  Fermiere"  ("nursing  company"),  to  keep  its 
business  together. 

The  subsidiary  company  provides  sufficient  ready  money 
for  paying  the  pressing  debts  of  the  parent  company  and,  in 
consideration  therefor,  takes  a  lease  of,  or  buys  its  assets.  The 
business  is  then  managed  by  the  subsidiary  company.  Any 
profits  made  are  first  used  for  paying  a  fixed  interest  on  the 
subsidiary  company's  capital. 

From  the  balance,  if  any,  a  certain  proportion  is  paid  to 
the  parent  company. 

If  the  business  prospers,  the  subsidiary  company's  advances 
are  repaid  and  the  parent  company  recovers  possession  of  its 
assets.     The  subsidiary  company  is  then  dissolved. 

This  method  is  quite  legal,  and  cannot  be  prevented  by 
bondholders. 


German  Section 

GERMAN  COMPANY  AND  PARTNER- 
SHIP LAW  AND  PRACTICE 

Chief  Acts 

The  first  important  Act  relating  to  Companies  was  the 
Act  of  11th  June,  1870,  amended  by  that  of  18th  July,  1884. 
These  Acts  were  again  amended,  and  the  laws  at  present 
in  force  are  those  of  the  10th  May,  1897,  contained  in  para- 
graphs 178  to  320  of  the  second  book  of  the  Code  of  Com- 
merce. By  these  laws,  companies  of  every  kind,  when 
formed  under  the  Companies  Acts,  are  legally  considered  to 
be  commercial  firms.  The  laws  of  10th  May,  1897,  came 
into  force  on  1st  January,  1900. 

The  system  of  co-operative  working  of  Mines,  by  the 
workmen,  recognized  in  England  under  the  Stannaries' 
Acts,  is  also  recognized  in  Germany  for  coal  mining,  under 
the  name  of  "Gewerkschaft." 

The  civil  law  relating  to  associations  also  applies  to  com- 
panies as  regards  the  right  of  the  Courts  to  appoint  direc- 
tors when  reduced  below  the  minimum  number,  and  also 
respecting  the  procedure  to  be  followed  in  the  liquidation 
(dissolution)  of  companies. 

Partnerships  (Offene  Handelsgesellschaften) 

The  regulations  are  contained  in  clauses  105  to  160  of 
the  Code  of  Commerce.  They  are  similar  to  the  provisions 
of  the  American  and  English  Partnership  law. 

Partly  Limited  Partnerships  (Kommanditgesellschaften) 

These  are  partnerships  composed  of  active  partners, 
with  unlimited  liability,  who  are  joined  by  sleeping  part- 
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ners  (Kommanditisten)  whose  liability  is  limited  to  the 
amount  of  capital  contributed  by  them  in  the  shape  of 
either  cash,  goods,  or  land  and  buildings. 

The  sleeping  partners  must  not  interfere  with  the  man- 
agement of  the  business,  or  hold  themselves  out  to  be 
partners. 

There  are  two  forms  of  these  partnerships : 

In  the  first  kind  (Kommanditgesellschaften),  contribu- 
tions of  capital  by  the  sleeping  partners  may  be  of  any 
amount,  and  their  interests  in  the  business  cannot  be  as- 
signed. 

In  the  second  kind,  called  "Kommanditgesellschaften 
auf  Aktien,"  the  capitals  of  the  active  partners  and  the 
sleeping  partners  are  all  in  the  form  of  shares  of  an  even 
amount,  of  which  each  partner  may  hold  one  or  more.  A 
sleeping  partner  may  assign  such  shares  to  any  other  per- 
son, who  may  take  his  place,  and  acquire  his  position  with 
all  the  rights  attaching  to  it. 

These  classes  of  partnership  are  dealt  with  in  clauses 
161  to  177  of  the  Code  of  Commerce.  The  German  com- 
pany law  provides  special  facilities  for  converting  them 
into  limited  companies. 

Limited  Partnerships 

An  important  law  relating  to  Limited  Partnerships 
(Gesellschaften  mit  beschrankter  Haftung)  is  that  of  20th 
April,  1892,  amended  by  the  act  of  10th  May,  1897. 

The  Act  of  20th  April,  1892,  permits  a  Limited  Partner- 
ship being  formed  of  two  or  more  persons,  but  each  person 
must  be  the  owner  of  one  share  only.  The  capital  is  fixed 
at  20,000  marks  ($5,000),  which  may  include  assets  brought 
in  by  any  of  the  partners  and  shares,  which  may  be  of  dif- 
ferent amounts,  must  not  be  less  than  500  marks  each 
($125). 

The    articles    of    partnership    may   provide    for   furtlier 
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capital  being  admitted  later.     The  shares  must  be  trans- 
ferred by  deed,  and  cannot  be  negotiated  on  the  Exchange. 
Limited  Partnerships  are  not  compelled  to  publish  bal- 
ance sheets,  unless  engaged  in  banking. 

Public  Stock  Corporations  (Aktiengesellschaften) 

Companies  formed  under  the  Acts  relating  to  Stock  Cor- 
porations are  held  to  be  traders,  even  though  not  formed 
for  trading  purposes. 

The  shares  are  not  divisible.  The  certificates  may  be 
either  to  bearer,  or  "nominative."  Bearer  certificates  can 
only  be  issued  for  shares  fully  paid-up,  inclusive  of  any 
premium  on  issue.  The  same  regulations  apply  to  provi- 
sional certificates  issued  pending  the  preparation  of  the 
share  certificates.  The  amount  of  instalments  paid  on  the 
shares  must  be  shown  on  all  registered  share  certificates 
issued,  if  not  fully  paid.     (Clause  179.) 

Shares  must  be  of  a  minimum  nominal  value  of  1,000 
marks  ($250).  In  the  case  of  Public  Works,  the  Federal 
Council  may  reduce  this  sum  to  200  marks  ($50),  but  the 
shares  must  then  be  "nominative." 

The  same  reduction  of  par  value  may  be  granted  for 
other  undertakings,  if  the  dividend  on  the  shares  has  been 
guaranteed  unconditionally,  and  for  an  unlimited  time,  by 
the  German  government,  or  by  one  of  the  federated  states, 
or  by  a  province  or  local  authority. 

Registered  shares,  where  their  transfer  requires  the 
consent  of  the  company,  may  be  of  a  minimum  value  of 
200  marks  ($50),  or  of  any  higher  value  up  to  1,000  marks. 

These  special  regulations  must  be  mentioned  on  the 
provisional  and  the  permanent  share  certificates. 

The  transfer  of  shares,  of  lower  value  than  1,000  marks, 
without  the  consent  of  the  company,  is  void  as  regards 
both  the  company  and  the  transferee,  (Clause  180).  Shares 
cannot  be  issued  at  a  discount,  but  may  be  issued  at  a 
premium,  if  so  authorized  by  the  by-laws. 
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Payments  to  promoters,  in  shares,  for  services  rendered 
in  the  formation  of  companies,  are  permitted. 

There  are  two  usual  methods  of  forming  stock  corpora- 
tions. In  the  first  method,  the  promoters,  who  must  not 
be  less  than  five,  subscribe  all  the  shares.  The  company 
is  legally  constituted  by  reason  of  such  complete  subscrip- 
tion. 

In  the  second  method,  the  balance  of  share  capital, 
beyond  that  subscribed  by  the  promoters,  is  found  by  a 
public  issue.  In  this  case  the  company  is  not  legally  formed 
until  the  whole  of  the  share  capital  has  been  subscribed 
and  fully  paid.  The  actual  incorporation  is  effected  by 
a  general  meeting  of  the  whole  of  the  subscribers,  called 
by  the  Court,  which  regulates  the  proceedings  of  the  meet- 
ing. The  promoters  are  held  to  be  the  persons  who  pre- 
pare the  articles  of  incorporation  and  the  by-laws  of  the 
company,  or  who  contribute  capital  otherwise  than  in  cash. 

The  promoters  have  to  produce  evidence,  in  writing, 
as  to  the  value  of  the  assets  transferred  to  the  company, 
and  also  the  legal  documents  by  which  the  properties 
are  transferred  to  the  company. 

If  the  company  is  to  take  over  an  existing  business, 
the  promoters  must  also  furnish  accounts,  showing  the 
results  of  the  trading  of  the  previous  two  years,  and  the 
cost  price  of  any  assets  to  be  transferred  which  have  been 
bought  during  the  same  two  years.  All  contracts  be- 
tween the  company  and  vendors  or  promoters  must  be 
stated  fully  in  the  articles  of  incorporation  of  the  company, 
and  in  the  subscription  forms  used  for  public  issues;  other- 
wise the  subscriptions  are  void.  Subscription  forms  must 
contain  similar  details  to  those  required  for  prospectuses 
of  English  public  companies.  The  amount  paid  at  sub- 
scription must  be  at  least  25%  of  the  par  value  of  each 
share,  plus  any  premium  on  issue. 

At  the  general  meeting  for  the  organization  it  is  neces- 
sary for  a  resolution  to  be  passed,  by  a  majority  of  the 
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subscribers  for  cash,  (vendors  and  promoters  must  not 
vote),  approving  of  the  formation  of  the  company;  other- 
wise the  company  cannot  commence  business. 

After  the  formation  of  the  company,  a  committee  of  in- 
spection, composed  of  directors  and  stockholders,  examines 
and  reports  on  the  assets  transferred  to  the  company,  as 
disclosed  by  the  declaration  of  the  promoters.  In  case  of 
irregularity  in  the  formation  of  such  a  committee  of  inspec- 
tion, or  if  any  of  the  vendors  or  promoters  have  acted  on 
such  committee,  the  Court  may  appoint  special  expert  ac- 
countants as  examiners. 

The  promoters,  managers,  and  committee  of  inspection, 
must  afterwards  make  a  declaration,  to  the  Court,  of  the 
formation  of  the  company,  and  file  particulars  as  to  its 
constitution  and  also  the  committee's  report  as  to  the 
assets  taken  over. 

The  registration,  at  the  Registry  of  Commerce,  is  the 
next  step  in  the  procedure.  The  company  does  not  legally 
exist  until  this  registration  is  made. 

Public  notice  is  given  of  the  filing  of  the  report  as  to 
the  assets,  and  inspection  is  provided  for. 

This  publication  takes  place  in  every  district  where  the 
company  has  a  branch.  It  is  only  after  this  publication  th'it 
the  company  is  entitled  to  commence  business.  The  com- 
pany cannot  contract  with  the  promoters  for  the  purchase 
of  other  assets,  nor  otherwise  acquire  assets  amounting  to 
more  than  10%  of  its  capital,  within  a  period  of  two  years 
after  its  formation,  without  first  obtaining  the  approval  of 
the  stockholders  in  general  meeting  to  such  purchase  con- 
tracts. 

Promoters  who  over-value  the  assets  transferred  to  the 
company,  or  who  under-estimate  the  formation  expenses, 
are  liable  to  reimburse  the  difference  to  the  company.  They 
must  also  take  up  any  unsubscribed  shares,  and  pay  any 
calls  on  defaulters'  shares. 
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General  Meetings 

All  resolutions  passed  at  general  meetings  are  required 
to  be  afterwards  drafted  in  legal  form  by  a  judge  or  a  no- 
tary, and  registered  at  the  Registry  of  Commerce ;  the  ma- 
jority required  is  three-fourths  of  the  shares  represented 
at  the  meeting,  either  personally  or  by  proxy. 

Balance  Sheets 

Annual  balance  sheets  and  profit  and  loss  accounts  must 
be  submitted  to  the  stockholders'  auditors,  and  to  the  gen- 
eral meeting  of  stockholders,  not  later  than  six  months 
after  the  close  of  each  trading  year.  As  regards  inventory 
valuations,  goods  or  assets  of  which  the  prices  are  quoted 
publicly  on  the  market  must  not  be  valued  at  more  than 
the  current  prices  quoted  on  the  date  when  stock  was  in- 
ventoried, but  they  m.ay  be  valued  at  lower  prices. 

No  assets  must  be  valued  above  cost  price. 

Reserves  must  be. made  for  the  depreciation  of  fixed 
assets,  and  also  a  legal  reserve  of  S%  of  the  net  profits  of 
each  year  until  such  legal  reserve  amounts  to  10%  of  the 
total  share  capital. 

Formation  expenses  of  a  company,  or  costs  of  manage 
ment,  must  be  written  oft;  they  are  not  allow^ed  to  be  in- 
cluded as  assets  in  the  balance  sheets. 

The  profit  or  loss  for  the  year,  after  depreciations,  must 
be  shown  clearl}^  at  the  end  of  the  balance  sheet. 

A  majority  at  a  general  meeting,  or  even  a  minority,  if 
representing  10%  of  the  subscribed  capital,  may  require 
the  adjournment  of  the  meeting  to  allow  of  criticism  of  the 
accounts. 

A  majority  of  the  meeting  may  nominate  professional 
accountants  (ReA'isoren)  to  examine  the  accounts  shown  in 
the  balance  sheet.    Their  report  must  be  filed  in  the  Court. 

A  minority  of  members,  representing  10%  of  the  capital, 
who  have  been  holders  of  their  shares  for  at  least  six 
months  previously,  can,  on  proving  illegalities  or  breaches 
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of  the  by-laws  committed  within  the  last  two  years,  apply 
to  the  Court  for  the  appointment  of  expert  accountants, 
with  full  powers  to  check  the  whole  of  the  accounts  and 
books  of  the  company. 

The  directors  must  call  a  general  meeting  to  consider 
and  deal  with  the  report  of  such  accountants. 

If  the  Court  refuses  to  appoint  accountants  for  such  ex- 
amination, or  if  the  report  of  the  accountant  shows  that  no 
irregularities  have  occurred,  the  applicants  are  jointly  re- 
sponsible for  the  costs  and  expenses. 

On  furnishing  guarantees  of  their  bona  fides,  a  mi- 
nority, representing  10%  of  the  share  capital,  may  at  any 
time  claim  the  intervention  of  the  Court  against  breaches  of 
the  company  laws  or  of  the  regulations  contained  in  the 
articles  of  incorporation  or  by-laws. 

The  Court  thereupon  appoints  inspectors  to  examine 
and  report  upon  such  complaints.  No  stop  to  such  pro- 
cedure is  possible,  so  long  as  the  minority  supporting  the 
complaint  continues  to  represent  10%  of  the  subscribed 
capital. 

Bonds 

The  chief  law  relating  to  bonds  is  that  of  the  4th  De- 
cember, 1899,  together  with  the  clauses  793,  and  following, 
of  the  Civil  Code. 

Clauses  1187  and  1188  of  the  Civil  Code  authorize  the 
creation  of  specific  mortgages,  and  clause  1270  authorizes 
the  creation  of  floating  charges  (blanket  mortgages). 

Clause  1189  regulates  the  appointment  of  trustees  to 
represent  the  holders  of  such  bonds. 

Special  laws,  of  the  separate  states  forming  the  German 
republic,  still  exist  with  regard  to  bonds  of  railroads  and 
street  railways. 

Before  a  com.pany  m.ay  issue  bond  certificates  to  bearer 
it  must  obtain  the  consent  of  each  German  state  in  which 
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they  are  subscribed.  Such  authorization  must  be  published 
in  the  National  Gazette  (Reichsanzeiger). 

Interest  cannot  be  claimed  on  coupons  more  than  four 
years  old. 

The  provisions  of  the  law  of  4th  December,  1899,  as  to 
the  appointment  by  bond  holders  of  a  special  representative 
to  safeguard  their  interests,  apply  where  the  bonds  issued 
by  a  stock  corporation  exceed  300,000  marks  ($75,000), 
divided  into  300  or  more  bonds.  When  the  repayments  of 
bonds  have  reduced  the  bonds  outstanding  to  100,000 
marks,  and  there  are  less  than  100  holders,  this  law  ceases 
to  be  available  for  the  bond  holders. 

Meetings  of  bond  holders  must  be  called  separately, 
and  the  holders  of  one-twentieth  of  the  bond  issue  may  de- 
mand a  general  meeting  of  bond  holders,  and  may  apply 
to  the  Court  for  permission  to  convene  such  a  meeting 
themselves,  in  case  it  is  not  called  by  the  directors. 

Such  meetings  may  discuss  all  matters  relating  to  their 
joint  interests,  but  may  not  alter  the  rights  of  the  stock- 
holders as  amongst  themselves,  nor  impose  any  expenditure 
on  the  company.  Nor  may  they  allow  any  reductions  of 
their  claims,  nor  reduce  the  rate  of  interest  or  extend  the 
time  of  repayment,  except  for  the  purpose  of  avoiding  a 
failure  of  the  borrowing  company. 

There  must  always  be  at  least  one  representative  of  the 
bond  holders  to  execute  all  deeds  relating  to  their  mort- 
gages. Such  representative  may  be  appointed,  and  his 
powers  limited,  by  the  company  at  the  time  of  an  issue  of 
bonds.  But  the  holders  may,  notwithstanding  this,  them- 
selves appoint  a  representative,  and  they  must  appoint  such 
a  representative  in  the  case  of  the  insolvency  of  the  borrow- 
ing company. 

The  representative  of  the  bond  holders  has  full  powers 
to  act  for  them,  and  may  even  allow  a  reduction  of  interest 
and  grant  extensions  of  time  for  repayment.  He  is  en- 
titled to  attend  meetings  of  the  stockholders  and  to  take 
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part  in  the  discussions.  He  can  also  take  legal  proceed- 
ings, and  can  demand  to  be  furnished  with  the  funds  for 
same  from  the  company,  and  he  can  discuss  terms  and 
make  settlements  of  matters  in  dispute. 

He  has  the  right  of  superintendence  of  the  represent- 
atives of  other  interests,  and  can  demand  their  dismissal 
and  may  even  take  action  against  them  for  damages.  Any 
bond  holder  may,  however,  act  separately,  either  in  support 
of  his  representative  or  against  him. 

Specific  mortgages  are  registered  in  favor  of  the  repre- 
sentative named.  On  the  petition  of  holders  of  one-fifth 
of  the  bonds,  the  Court  may  remove  such  representative. 


GERMAN  COLONIES  AND  PROTECTORATES 

The  special  laws  of  15th  March,  1888,  and  2nd  July, 
1899,  deal  with  the  formation  of  German  Colonial  Com- 
panies. 

Most  of  these  companies  are  formed  as  syndicates,  and 
they  are  subject  to  the  control  of  the  Chancellor  of  the  Re- 
public. 

German  colonial  companies  may  be  constituted  in  anj 
of  the  forms  permitted  for  trading  companies.  The  Code 
of  Commerce  of  10th  May,  1897,  applies. 

Foreign  companies  are  allowed  to  trade  in  German  colo- 
nies, but  the  Colonial  Council,  some  considerable  time  ago, 
recommended  that  such  companies  should  be  compelled  to 
obtain  the  authorization  of  the  government  before  estab- 
lishing themselves  in  the  German  colonies,  and  that  such 
companies  should  not  be  permitted  to  obtain  from  the 
natives  any  concessions  whatever,  nor  the  right  to  build 
roads  or  railways,  nor  to  work  mines,  or  to  exercise  any 
monopoly. 

No  laws  have  been  passed  to  give  effect  to  these  recom 
mendations. 
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OFFICIAL  QUOTATION  OF  SHARES  AND  BONDS 
IN  GERMANY 

The  conditions  for  the  admission  of  shares  and  bonds  to 
official  quotation  on  the  German  Stock  Exchanges  are  fixed 
by  the  law  of  the  22nd  June,  1896.  The  following  are  the 
chief  provisions: — 

All  requests  for  admission  must  be  addressed  to  the 
Committee  of  the  Stock  Exchange,  which  thereupon  pub- 
lishes in  the  newspapers  the  prospectus  of  the  company, 
and  details  of  the  nominal  values  and  descriptions  of  the 
securities  for  which  the  official  quotation  has  been  de- 
manded, together  with  the  name  of  the  firm  of  stockbrokers 
making  the  demand. 

At  least  six  days  must  elapse  between  the  date  of  such 
publication  and  the  admission  to  quotation. 

A  prospectus  of  the  company  must  be  submitted,  con- 
taining sufficient  details  to  allow  of  a  proper  estimation 
of  the  value  of  the  securities  to  be  quoted.  This  applies 
also  to  increase  of  capital  and  to  conversions.  The  pro- 
spectus must  state  the  quantity  of  shares  in  circulation,  and 
the  quantity  temporarily  excluded  from  negotiation  and 
the  period  of  such  exclusion. 

For  securities  of  German  states  or  municipalities,  or  of 
undertakings  under  German  government  control,  the  pro- 
spectus is  not  generally  required,  as  the  official  quotation 
cannot  be  refused. 

Persons  knowingly  making  false  or  misleading  state- 
ments in  any  prospectus  are  jointly  responsible,  during  five 
years  afterwards,  for  damages  to  all  German  purchasers 
of  securities  bought  by  reason  of  the  publication  of  such 
prospectus. 

The  making  of  fraudulent  statements  in  a  prospectus 
or  in  advertisements,  with  a  view  to  obtaining  subscrip- 
tions for  the  purchase,  or  causing  the  sale  of  securities  by 
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the  public,  is  punishable  by  imprisonment  and  by  a  fine  not 
exceeding  12,000  marks  ($3,000). 

Any  agreement  to  evade  or  limit  the  responsibility  for 
such  statements  is  void  in  law. 

Important 

A  security  cannot  be  admitted  to  official  quotation  by 
any  German  Stock  Exchange  if  it  has  been  previously  sub- 
mitted to  another  German  Stock  Exchange  which  has  re- 
fused to  quote  it  for  any  reason  other  than  that  of  local 
interests. 

In  the  case  of  public  issues  of  shares  for  subscription, 
they  cannot  be  officially  quoted  before  allotment  (allocation 
of  them  to  subscribers). 

The  distribution  of  price-lists  of  shares  not  quoted  offi- 
cially is  forbidden. 

No  official  quotation  can  be  granted  to  the  shares  or 
bonds  of  any  business  which  has  been  converted  into  a 
stock  corporation,  as  a  going  concern,  until  after  the  com- 
pany has  been  registered  at  least  one  year,  or  until  after 
its  first  annual  balance  sheet  and  profit  and  loss  account, 
as  a  stock  corporation,  have  been  published. 
Directors 

Directors  must  be  appointed  by  the  organization  meet- 
ing (held  to  vote  the  incorporation  of  the  company).  They 
may  be  dismissed  at  any  time  by  a  general  meeting.  Man- 
aging directors  may  be  appointed  either  by  the  articles  of 
incorporation  or  by  the  Board  of  Directors  (die  Direktion)  ; 
a  list  of  directors  and  managers  must  be  filed  at  the  Com- 
mercial Court,  and  also  any  changes. 

Restrictions  by  the  company  on  the  powers  of  directors 
cannot  be  pleaded  against  third  parties.  Directors  must 
not  compete  with  the  company,  nor  undertake  personal  lia- 
bilities for  any  other  company. 

If  the  articles  of  incorporation  provide  for  directors  re- 
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ceiving  any  portion   of  the  profits   as  remuneration,   this 
payment  may  be  reduced  by  a  general  meeting. 

Committee  of  Inspection  (Shareholders'  Auditors) 

This  consists  of  three  members.  The  first  committee 
is  elected  by  the  organization  meeting,  and  it  remains  in 
office  until  after  the  first  annual  general  meeting.  The 
same  members  cannot  continue  in  office  for  more  than  four 
years.  Any  member  may  be  dismissed  by  a  three-fourths 
majority  at  any  general  meeting. 

All  appointments  and  changes  must  be  registered  at  the 
Commercial  Court. 

The  members  of  the  committee  must  not  be  directors, 
nor  employed  by  the  company,  but  the  committee  may  ap- 
point one  of  its  members  to  act  temporarily  for  one  of  the 
directors  prevented  from  attending  to  his  duties.  The 
duties  of  the  inspectors  are  to  continuously  supervise  the 
management  of  the  company  in  all  its  details.  They  may 
at  any  time  demand  special  reports  on  the  business,  from 
the  directors,  and  may  also  examine  all  books  and  docu- 
ments and  check  the  cash  balances,  the  securities  of  the 
company,  and  the  stocks  of  goods  on  hand. 

They  must  check  the  annual  balance  sheets  and  accounts 
and  make  reports  on  them,  and  on  the  management  of 
the  compan}',  to  the  annual  general  meeting.  They  must 
also  call  general  meetings  whenever  necessary  in  the  inter- 
ests of  the  company.  The  articles  of  incorporation  of 
the  company  may  impose  further  duties.  The  members 
of  the  inspection  and  audit  committee  are  not  allowed  to 
delegate  their  duties. 

The  legal  provisions  concerning  the  supervision  by 
stockholders'  auditors  are  good,  but  in  practice  such  super- 
vision is  generally  worthless,  many  of  the  lay  auditors 
being  incompetent,  and  others  only  interested  in  drawing 
their  fees. 
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Increase  of  Capital 

No  increase  of  capital  can  be  made  unless  the  original 
share  capital  is  fully  subscribed  and  paid  in,  except  for 
a  very  small  amount  of  calls  in  arrear.  Each  class  of  stock- 
holders must  vote  separately  for  the  increase,  by  majorities 
of  three-fourths  in  value  of  the  stockholders  present  or 
represented  by  proxy.  Original  stockholders  have  the 
preference  of  subscribing  for  new  issues,  unless  voted 
otherwise. 

Reduction  of  Capital 

This  ma}^  be  voted  at  a  general  meeting  by  a  majority 
of  three-fourths  in  amount  of  the  stockholders  present  or 
represented.  .Separate  resolutions  must  be  passed  by  each 
class  of  stockholders.  The  reductions  may  be  for  (1)  writ- 
ing off  losses  of  capital ;  (2)  repayment  of  share  capital ; 
or  (3)  cancelling  the  unpaid  portions  of  the  par  values  of 
shares. 

The  reduction  of  capital  must  be  advertised,  and  notice 
given  to  each  creditor,  any  of  whom  may  thereupon  de- 
mand guarantees  for  payment  of  their  debts. 

Shares  may  be  repaid  from  profits,  if  power  to  do  so 
is  taken  by  the  articles  of  incorporation ;  such  repaid  cap- 
ital is  not  liable  to  be  called  up  again. 

Voluntary  Liquidation 

When  either  the  interim  accounts  or  the  final  accounts 
of  a  company  show  a  loss  of  half,  at  least,  of  the  share 
capital  of  the  company,  the  directors  must  immediately 
call  a  general  meeting  of  shareholders  to  consider  the  posi- 
tion, but  the  dissolution  is  not  compulsory;  the  meeting 
may  resolve  to  continue  trading. 

A  resolution  for  dissolution  may  be  passed  by  a  three- 
fourths  majority  in  value  of  the  stockholders  present  or 
represented  at  such  a  general  meeting. 
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Unless  otherwise  provided  by  the  articles  of  incorpora- 
tion, or  voted  by  the  general  meeting,  the  directors  of  the 
company  act  as  liquidators  (receivers). 

The  committee  of  inspection,  or  stockholders  represent- 
ing one-twentieth  of  the  capital,  may  apply  to  the  Court 
for  the  appointment  of  other  liquidators.  A  general  meet- 
ing may  at  any  time  dismiss  any  liquidator  not  appointed 
by  the  Court. 

Liquidators  are  subject  to  the  supervision  of  the  com- 
mittee of  inspection.  Balance  sheets  must  be  published 
annually  during  the  liquidation   (dissolution  proceedings). 

A  majority  of  three-fourths  of  the  stockholders  may 
agree  to  the  sale  of  the  whole  of  the  business  for  shares 
in  another  company. 

Transfers  of  Shares 

Transfers  can  be  made  by  endorsement  of  the  shares, 
and  may  be  in  blank,  if  the  par  value  of  the  shares  is  over 
1,000  marks  ($250)  each.  Below  that  amount,  they  must 
be  transferred  by  affidavit  made  before  a  judge  or  notary, 
and  the  transfer  is  also  subject  to  the  consent  of  the  board 
of  directors. 

Transferors  are  liable  for  calls  made  during  the  two 
years  following  the  transfer.  Each  transferor  is  liable  in 
turn,  moving  backwards  from  the  last  holder.  The  trans- 
feror paying  the  calls  in  default  (instalments  due  on  shares) 
is  entitled  to  a  share  certificate,  from  the  company,  for  such 
shares. 

Dividends 

Before  paying  dividends,  a  reserve  must  be  made  of  at 
least  5%  of  the  net  profits  of  each  year,  until  such  reserves 
amount  to  10%  of  the  total  authorized  capital  of  the  cor- 
poration. 

In  the  case  of  diflferent  classes  of  shares  on  which  varied 
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amounts  have  been  paid  up,  there  must  be  first  paid,  from 
the  profits,  interest  at  the  rate  of  4%  per  annum  on  the 
actual  amounts  paid  up,  reckoned  from  the  dates  of  receipt, 
or  such  smaller  interest  as  the  profits  will  allow.  Any 
excess  profit  may  be  paid  as  dividends. 

Interest  during  construction  (Bauzinsen)  may  be  paid 
by  railroads  and  other  companies  from  thq  date  of  their 
incorporation  until  the  commencement  of  business. 


German  Stock  Exchange  Practice 

BERLIN  STOCK  EXCHANGE 

Laws  and  Control 

The  Berlin  Stock  Exchange  is  governed  by  the  ex- 
haustive laws  of  22nd  June,  1896,  and  by  the  regulations 
of  the  Berlin  Chamber  of  Commerce,  dated  1st  April,  1903. 

The  Minister  of  Cf^mmerce  of  Prussia  has  supreme  con- 
trol over  the  Berlin  Stock  Exchange ;  the  supervision  is 
exercised  through  State  Commissionei-s. 

The  Federal  Council  of  each  German  state  has  the  right 
to  make  by-laws  for  the  working  of  the  Stock  Exchanges 
in  its  territory,  and  for  the  admission  to  official  quotations. 
This  is  done  through  advisory  Stock  Exchange  Committees 
of  30  members,  of  whom  15  are  nominated  by  the  Stock 
Exchange,  the  remainder  being  representatives  of  trade 
and  agriculture.  The  Stock  Exchange  members  may  elect 
their  own  executive  committee,  which  fixes  quotations  and 
preserves  discipline. 

Brokers 

Previous  to  the  passing  of  the  law  of  22nd  June,  1896, 
there  existed  two  bodies  of  brokers  at  Berlin  and  Frank- 
fort, the  sworn  brokers  and  the  free  brokers.  The  sworn 
brokers  were  nominated  by  the  Merchants'  Committee, 
confirmed  by  the  Government,  and  sworn  in  before  the 
Tribunals  of  Commerce  of  Berlin  and  of  Frankfort.  Their 
number  was  about  70  at  Berlin.  They  were  forbidden  to 
trade  for  their  own  account ;  they  were  personally  responsi- 
ble for  all  bargains,  and  they  were  compelled  to  attend 
the  Stock  Exchange  regularly. 

Each  member  could  only  deal  in  special  securities,  which 
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were  allotted  to  him  by  the  Committee  of  the  Stock  Ex- 
change at  Berlin  or  the  Chamber  of  Commerce  at  Frank- 
iort.  They  had  the  sole  right  to  fix  the  official  quotations, 
but  could  only  deal  in  securities  quoted  officially.  These 
restrictions  on  business  diverted  most  of  the  dealings  to 
bankers,  who  would  only  give  their  orders  to  those  brokers 
who  refused  to  accept  orders  from  the  public. 

The  bankers  could,  at  their  choice,  either  deal  directly 
between  themselves,  outside  the  Exchange,  or  pass  their 
orders  on  to  either  the  sworn  brokers  or  the  free  brokers. 

There  are  three  stockbroking  banks  at  Berlin  which 
compete  directly  with  the  sworn  brokers — namely,  the 
B'orsen-Handelsverein,  the  Berliner  Maklerverein,  and  the 
Makler  Bank.  These  banks  are  stock  corporations,  and 
their  capital  is  chiefly  used  for  making  Stock  Exchange 
loans.  The  banks  speculate  for  their  own  account.  They 
obtain  business  through  agents,  who  have  each  to  deposit 
cash  as  a  guarantee,  and  who  are  under  engagement  to  the 
banks. 

The  agents  search  for  business  from  customers  and  they 
undertake  it  ostensibly  for  their  own  account,  halving  their 
commission  with  the  bank,  to  whom  the  business  is  passed. 

The  agents  pay  to,  or  receive  from,  the  bank  the  profits 
or  losses  on  the  dealings,  but  the  contract  notes  issued  are 
in  the  name  of  the  bank. 

The  bank  directors,  who  control  both  the  managers  and 
the  agents,  fix  limits  for  the  dealings  to  be  accepted  from 
each  customer. 

The  result  of  the  competition  of  the  bankers  was  that 
almost  all  business  in  futures  was  done  outside  the  Stock 
Exchange,  the  sworn  brokers  only  having  the  cash  business. 

Kursmakler  (Brokers) 

Since  22nd  June,  1896,  the  sworn  brokers  have  been 
replaced  by  brokers  appointed  by  the  government  of  each 
state. 
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They  are  formed  into  corporations,  which  must  be  con- 
sulted as  to  the  appointment  of  new  members,  and  as  to 
the  division  of  business  amongst  existing-  members.  At 
Frankfort  the  division  of  the  markets  is  made  by  the 
Chamber  of  Commerce,  The  Kursmakler  are  allowed  more 
freedom  than  the  old  sworn  brokers,  and  they  are  able  to 
compete  more  effectively  for  business  with  the  bankers. 
They  are  sworn  to  honestly  fulfill  their  duties,  and  they 
must  not  exercise  any  other  profession,  nor  be  interested 
m  any  business  undertaking,  without  special  authority  from 
the  state  government. 

Jobbing 

The  law  forbids  brokers  to  deal  for  their  own  account 
or  in  their  own  names,  and  they  must  not  make  themselves 
personally  responsible  for  the  execution  of  bargains  made 
in  their  own  special  markets,  "except  so  far  as  is  necessary 
for  carrying  out  their  clients'  orders." 

This  exception  opens  the  door  to  jobbing.  The  broker 
is  permitted  to  act  in  his  own  name  if  one  of  the  parties 
refuses  to  accept  the  buyer  or  seller  whose  name  is  sub- 
mitted to  him. 

Jobbing  is  openly  permitted,  under  authority  of  clause 
71  of  the  law  of  1896,  under  two  conditions:  (1)  that  the 
customer  does  not  object;  (2)  that  the  securities  are  quoted 
officially. 

The  broker  must  give  his  customer  the  benefit  of  the 
official  price  for  such  dealings,  but  he  is  allowed  to  charge 
his  commission,  and  the  usual  stamps,  etc. 

No  legal  time-limit  is  fixed  within  which  the  broker 
must  declare  to  the  customer  that  he  has  bought  or  sold 
for  his  own  account. 

The  banking  firms  which  deal  with  the  public  in  secu- 
rities always  reserve  to  themselves  the  right  to  act  as 
principals. 
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Settlement  Bargains 

The  German  law  permits  these  dealings,  but  under 
severe  restrictions.  The  following  are  the  clauses  lef erring 
to  them : 

"Dealings  in  futures,  in  goods,  or  securities,  are  con- 
sidered to  be  purchases  or  other  operations  for  which  a 
date  or  period  for  delivery  has  been  fixed,  provided  that 
these  dealings  have  been  made  under  the  conditions 
laid  down  by  the  Director  of  the  Stock'  Exchange  for 
dealings  in  futures,  and  provided  that  official  prices  are 
fixed  for  such  dealings  on  the  Stock  Exchange  in  ques- 
tion." 

"Dealings  for  future  settlement  in  mining  or  indus- 
trial shares  are  prohibited ;  they  are  only  permitted  for 
other  companies  in  case  their  capital  is  at  least  20,000,000 
marks"  ($5,000,000). 

There  is  no  prohibition  of  settlement  dealings  in  secu- 
rities not  officially  quoted,  and  these  may  be  freely  dealt 
in,  except  by  official  brokers. 

The  admission  of  securities  to  the  settlement  market  is 
made  by  the  Managing  Committee  of  the  Stock  Exchange 
at  Berlin,  and  by  the  Chamber  of  Commerce  at  Frankfort. 

Notices  of  demands  for  admission  must  be  posted  in  the 
Exchange,  and  published  in  the  newspapers,  at  least  14 
days  before  examination,  and  they  must  be  for  securities 
which  have  been  continuously  dealt  in.  The  Federal  Coun- 
cil has  the  right  to  forbid  any  admission. 

No  claim  for  payment  can  be  made,  arising  out  of  set- 
tlement bargains,  unless  they  have  been  in  securities  in 
which  such  dealings  are  officially  authorized,  nor  unless 
both  of  the  parties  to  the  transaction  have  previously  regis- 
tered their  names  on  a  special  public  register  (kept  at  the 
local  Chamber  of  Commerce)  as  having  the  intention  of 
dealing  in  settlement  bargains.  This  applies  whether  the 
bargains  are  intended  to  be  carried  out  abroad  or  in  Ger- 
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many.  The  effect  of  this  regulation  is  that  no  German 
subject  can  be  sued,  in  Germany,  for  differences  on  foreign 
settlement  dealings,  unless  he  is  registered  on  the  list 
mentioned. 

Dealings 

The  dealings  on  the  Berlin  Stock  Exchange  are  chiefly 
in  securities  of  German  undertakings,  of  which  the  forma- 
tion into  stock  corporations  is  largely  assisted  by  the  Ger- 
man banks,  which  finance  them  by  taking  up  their  shares, 
for  subsequent  issue  to  the  public,  and  by  allowing  over- 
drafts. 

There  are  also  considerable  dealings  in  Russian  and 
Austrian  industrial  securities,  and  in  Canadian  and  Amer- 
ican Rails. 

Members'  List 

The  Berlin  Stock  Exchange  publishes  a  list  of  members, 
which  shows  the  class  of  securities  dealt  in  by  each 
member. 


OFFICIAL   AND     UNOFFICIAL    MARKETS 

i ' 

NOTE.  The  rates  of  commission  here  quoted  are  normal  peace 
time  rates.  During  the  present  period  of  financial  disorganization 
these  rates  may  be  considerably  modified   from  time  to  time. 

Owing  to  the  large  premium  on  the  American  dollar  in  Ger- 
many the  commission  rates  are  actually  at  present  very  much 
lower  than  normal  rates. 

Cash  Market 

Only  one  official  price  is  quoted,  and  the  method  of 
fixing  it  is  peculiar  to  Berlin. 

There  is  a  blackboard  at  the  position  of  each  sworn 
broker  on  the  Stock  Exchange.  Before  the  opening  of  the 
market,  at  noon,  each  broker  has  his  buying  and  selling 
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orders,  with  their  limits,  written  in  chalk  on  his  board. 
The  whole  of  the  brokers  in  his  group  of  securities  hold  a 
meeting  at  noon  to  compare  all  their  lists,  and  to  arrange 
the  price  at  which  the  greatest  portion  of  buying  and  selling 
orders  can  be  put  through. 

The  price  so  fixed  is  the  official  quotation  for  the  day. 
and  it  is  quoted  with  the  indication  "bz"  or  "bezahlt" 
(paid),  to  .show  that  the  business  was  done  at  that  figure. 

If  there  were  further  buying  orders,  the  word  "geld"  or 
"g"  is  added;  if  there  were  further  sellers,  "brief"  or  "b" 
IS  stated.     Small  lots  are  indicated  by  "kf." 

Settlement  Market 

The  official  list  quotes  the  opening  price  (which  is  equiv- 
alent to  the  cash  quotation),  the  closing  price,  and  the 
highest  and  lowest  of  the  day. 

In  theory,  all  Germans  possessing  full  civil  rights  have 
the  right  of  free  entrance  to  the  German  Stock  Exchanges, 
but  in  practice  they  are  generally  shut  out  from  the  official 
market,  which  is  called  "Der  Schranken,"  to  distinguish  it 
from  the  unofficial  market,  which  is  called  the  "Kulisse"  in 
Berlin;  in  Frankfort  and  Vienna  it  is  called  the  "Efifekten- 
societat." 

The  brokers  are  called  "Makler,"  or  "Borsenmakler." 

The  hours  of  official  opening  are,  at  Berlin,  from  11.50 
a.  m.  to  3  p.  m.  (Saturdays  2.30)  ;  and,  at  Frankfort,  from 
12.15  noon  to  2.45  p.  m.,  and  from  5.15  to  6.30  p.  m.  (closed 
at  1.15  Saturdays). 

The  time  of  dealing  before  the  official  market  hours  is 
called  the  "Vorborse"  (before  Bourse),  and  the  time  after 
the  official  close  is  the  "Abendborse"  (evening  Bourse). 

Quotations 

The  official  lists  of  market  prices,  "die  offiziellen  Kurs- 
zetteln,"  are  published  by  the  Stock  Exchange  Committee 
(Borsenverstand) . 


STOCK    EXCHANGE     PRACTICE  903 

In  Berlin  only  one  price  is  published  for  the  cash  deal- 
ings— the  middle  price  (Durchschnittskurs).  The  large 
banks  and  brokers  publish  their  own  lists  of  quotations, 
called  "Privatkurszetteln"  (private  quotation  list)  or  "Kurs- 
blatter    (quotation  news). 

To  distinguish  it  from  the  other  Exchanges,  for  com- 
modities, the  Stock  Exchange  is  called  the  "Fondsborse" 
(Funds  Bourse)  or  "Effektenborse"  (Securities  Bourse). 

Brokerage 

This  is  generally  >^  per  1,000  on  the  par  amount  of  the 
securities. 

Settlements 

In  Berlin,  the  bulk  of  the  transactions  are  for  cash; 
bargains  for  the  settlement,  and  options  and  double  options 
(Stellagen)  are   settled   monthly. 

The  settlement  (ultimoregulierung)  is  controlled  by  the 
clearing-house   (Liquidationsverein). 

The  stages  of  the  settlement  are  as  follows:  1st  day 
C3rd  day  before  the  end  of  the  month),  declaration  of 
options  (Pramienerklarung)  ;  2nd  day,  make-up  (Liquida- 
tionskurse),  and  delivery  of  lists  of  bargains  by  the  brokers 
(Einreichung  der  Skontri)  ;  3rd  day,  distribution  of  delivery 
tickets,  ticket  day  (Ausreichung  der  Lieferscheine)  ;  4th 
day  (Ultimo),  deliveries  and  payments  (Lieferung  und 
Zahlung)  ;  5th  day  (Nach  Ultimo),  payment  of  differences 
on  the  making-up  prices  (Zahlung  der  Differenzen). 

Dealings  on  the  German  Bourses  are  divided  into  (1) 
firm  purchases  and  sales  ("Reele  Kaufgeschafte"  and  "reele 
Verkaufgeschafte"  or  "Lieferungsgeschafte")  ;  and  (2)  spec- 
ulations (Spekulationsgeschafte) . 

Firm  purchases  and  sales  for  taking  up,  whether  for 
prompt  cash  or  for  the  settlement,  are  also  called  "Kassage- 
schafte"  or  "Bargeschafte." 
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Options 

Dealings  for  differences  are  called  "Differenzgeschafte" 
or  "Agiotage." 

The  German  laws  prohibit  gambling  transactions,  so 
that  this  class  of  transactions  is  only  legal  when  the  con- 
tracts have  the  apparent  character  of  firm  transactions,  and 
are  in  securities  quoted  officially  for  settlement  dealings. 

Purchases  and  sales  for  future  settlement  are  called 
"einfache  Zeitgeschafte." 

Firm  purchases  or  sales  of  futures,  with  unlimited  risks, 
are  called  "mit  unbeschrankten  Risiko."  On  the  other 
hand,  purchases  or  sales  of  options  (with  limited  risks)  are 
called  "mit  beschrankten  Risiko";  the  option  money  is 
called  the  "Pramie." 

Berlin  has  only  one  settlement  for  futures — at  the  end 
of  each  month,  called  the  "Ultimoliquidation"  or  "Ultimo- 
regulierung." 

The  half-monthly  settlements  of  London  and  Paris  are 
called  "Medioliquidation"  or  "Medioregulierung." 

The  making-up  prices  are  called  the  "Liquidations- 
kurse." 

Firm  sales  or  purchases  for  the  settlement  may  be  made 
in  two  ways:  (1)  "auf  fixe  Lieferung,"  which  is  at  a  fixed 
date  for  delivery;  or  (2)  "auf  tagliche  Lieferung,"  which 
is  for  delivery  on  any  day  within  the  fixed  period  allowed, 
at  the  option  of  the  buyer;  or  (3)  "auf  fixe  und  tagliche 
Lieferung,"  the  buyer  having  the  right  to  call  for  delivery 
at  any  time  from  a  fixed  date  until  the  expiry  of  the  full 
period. 

Single  options  are  called  "einfache  Pramiengeschafte." 

A  bull  speculation  is  a  "Haussespekulation  (rise  specu- 
lation), and  a  bear  sale  is  a  "Baissespekulation"  (fall  spec- 
ulation). 
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Call 

The  option  money  is  called  "die  Vorpramie,"  and  the 
day  for  declaring  the  options  is  the  "Erklarungstag-  der 
Pramie."    To  take  up  is  "zu  iibernehmen." 

The  prices  are  quoted  thus :  "519.50/6.50,"  which  means 
that  a  purchase  at  this  rate  must  either  be  taken  up  firm 
at  519.50  marks,  or  the  buyer  must  pay  6.50  marks  to  the 
seller,  as  option  money,  on  abandoning  the  call. 

Put 

The  option  money  is  called  "die  Riickpramie."  The  sell- 
er of  an  option  quoted  thus :  93.50/2  must  deliver  at  93.50 
marks  or  pay  2  marks  per  security  to  the  buyer  of  the 
option. 

Double  Options  (Put  and  Call) 

These  are  called  "die  Stellage."  The  dealings  are  called 
"das  Stellagegeschaft,"  or  "das  Geschaft  auf  Geben  und 
Nehmen"  (the  give  and  take). 

The  premium  is  called  "Stellgeld" ;  it  is  double  the  single 
option  premium.  The  margins  over  and  under  the  quoted 
prices  are  quoted  in  marks,  and  are  called  "Stellagen," 
while  the  difference  between  the  two  prices  is  called  "die 
Spannung." 

Call  of  More 

These  option  dealings  are  called  "Nochgeschaft  a  la 
hausse." 

Put  of  More 

This  is  called  "Nochgeschaft  a  la  baisse." 

Firm  and  Open  ("Fest  und  Ofifen") 

These  are  options  by  which  the  buyer  of  a  call  has  the 
right  to  take  (1)   the  full  quantity  at  the  price  agreed,  or 
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(2)  a  portion  only  at  a  higher  price.     On  the  other  hand, 
the  seller  of  a  call  "(est  und  offen"  may  deliver  either  the 
whole  quantity  at  the  agreed  rate,  or  only  a  portion  at  a 
lower  price. 
Carrying  Over  (Prolongation) 

The  lender  of  money  is  called  the  "Geldgeber,"  and  the 
carry  forward  Ccontango)  is  the  "Report."  The  lender  of 
stock  is  the  ''Stuckleiher."    A  backwardation  is  a  "Deport." 

Minimum  Quantities 

The  minimum  lots  for  dealings  are  as  follows :  for  Ger- 
man government  and  state  Funds,  10,000  marks  ($2,500)  ; 
for  German  local  Loans,  15,000  marks;  for  foreign  stocks 
quoted  in  marks  20,000  marks.  For  securities  quoted  in 
foreign  moneys  the  following  are  the  minimum  lots  for 
dealings:  £1,000;  20,000  kroner;  20,000  frs.,  lire  or 
pesetas;  10,000  roubles;  $5,000;  10,000  florins  of  Austrian 
gold  or  Dutch  gulden. 

For  securities  quoted  per  certificate  the  minimum  lots 
are  25  shares  and  multiples  of  25. 

The  following  are  dealt  in  per  certificate:  Portuguese 
Unified  Loan  and  the  Russian  Loans  of  1880,  1884  Gold 
Loan,  and  the  33^%  1894  Loan. 

Berlin  Stock  Exchange  Fees  on 
Securities  Quoted  Officially 

NOTE:  The  following  are  normal  (peace-time)  rates,  which  may  be  subject 
to    changes   during   the   present    period    of  reconstruction  to  peace-time  conditions. 

The  tax  is  based  on  the  par  amounts  stated  in  the 
prospectus,  and  is  as  follows : 

(1)   German    securities    paying   fixed   rates    of    interest 
(bonds)  are  charged  100  marks  on  each  million  or  fraction 
of  a  million  marks ;  maximum  tax  2,000  marks. 
Exceptions 

State  loans  are  free  of  this  tax;  German  municipal  or 
provincial  loans  pay  half  the  above  rate ;  minimum  tax  100 
marks. 
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(2)  Foreign  securities  paying  fixed  rates  of  interest 
(bonds)  are  charged  200  marks  on  each  million  or  fraction 
of  a  million  marks ;  maximum  tax  4,000  marks. 

(3)  On  securities,  German  and  foreign,  which  have 
been  stamped  in  connection  with  conversions  (but  where 
there  has  been  no  increase  of  capital,  nor  issue  of  new 
certificates),  half  the  above  rates  is  payable. 

(4)  Shares  in  German  or  foreign  companies  are  charged 
300  marks  per  million  or  fraction  of  a  million  marks ;  max- 
imum tax  6,0(X)  marks.  (New  certificates  issued  for  reduc- 
tions of  capital  are  free.) 


FRANKFORT   STOCK  EXCHANGE 

Although  the  Berlin  Stock  Exchange  is  held  in  the 
capital  of  Germany,  the  Frankfort  Exchange  is  equally 
important,  and  is  more  of  an  international  market. 

The  law  of  22nd  June,  1896,  on  German  Stock  Ex- 
changes, applies  to  the  Frankfort  Exchange.  The  Exchange 
Committee  publishes  a  list  of  members,  indicating  the 
description  of  securities  dealt  in  by  each  of  them. 

The  stockbrokers'  commissions  are  practically  the  same 
as  in  Berlin,  and  the  methods  of  dealing  are  similar. 

Official  Quotations  on  the  Frankfort 

Stock  Exchange 

The  following  are  the  amounts  charged  for  admission  of 
securities  to  quotation : 

(Note:    These  are  normal  peace-time  rates.) 


Par  Amount  of  Issue 

Government  Securities  and 

Shares 

Bonds 

Not  Exceeding 

German 

Foreign 

German 

Foreign 

3  million  marks 

300  mks. 

4.50  mks. 

450  mks. 

675  mks. 

8      " 

400  mks. 

600  mks. 

600  mks. 

900  mks. 

15       " 

500  mks. 

750  mks. 

750  mks. 

1,075  mks. 

20      " 

600  mks. 

900  mks. 

900  mks. 

1,350  mks. 

30       " 

750  mks. 

1,125  mks. 

1,125  mks. 

1,500  mks. 

over  30  million  mks. 

1,000  mks. 

1,500  mks. 

1,500  mks. 

1,500  mks. 

908  GERMAN     SECTION 

HAMBURG  STOCK  EXCHANGE 

Deals  in  local  and  North  German  securities  and  in  the 
shares  and  bonds  of  Colonial  and  produce  companies. 


ESSEN  AND  DUSSELDORF  EXCHANGES 

Deal  largely  in   securities  of  German   coal-mines,   iron 
works,  and  engineering  companies. 


GERMAN   STOCK  EXCHANGE  TERMS 

Kinds  of  Shares  and  Bonds  (English  Equivalents  in  Paren- 
theses) 

Stiicke,  Eftekten,  Papier  (general  terms  for  securities). 
Stammaktien  (ordinary  shares).  Vorzugsaktien,  Priori- 
tats-stammaktien,  Stammprioritaten,  Prioritatsaktien  (pref- 
erred shares).  Genuss-scheine,  untergeordnete  Aktien 
(deferred  shares,  common  stock).  Inhaberaktien  (bearer 
certificates).  Namenaktien  (registered  shares).  Interim- 
scheine  (provisional  share  certificates).  Vollaktien  (share 
certificates).  Aktien  (shares).  Junger  Aktien  (new 
shares). 

General  Terms,  Arranged  by  Subjects  (English  Equivalents 
in  Parentheses) 

Aktionar,  Inhaber  (shareholder).  Aktienbuch  (share 
register).  Aktienkapital  (share  capital).  Anlehensobliga- 
tionen  (bonds). 

Emission  (issue).  Nennwerte  (nominal  value).  Agio, 
Aufgeld  (premium).  Disagio,  Verlust  (discount).  Preis 
(price).    Kurs  (quotation). 

Kupons  (coupons).  Zins  (interest).  Zinskupon  (cou- 
pon  for   first   dividend    on    shares,   reckoned  as   interest). 
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Dividendenkiipon  (coupon  for  balance  of  dividend).  Divi- 
dend (dividend).  Superdividend  (bonus).  Abschlagszah- 
lung  (final  dividend).  Geschaftsjahr  (trading  year). 
Reingewinn  (net  profit).  Verlust  (loss).  Abschreibungen 
(depreciations  written  off).  Ruck  a  gen  (reserves  made). 
Versammlung  (general  meeting).  Vorstand  (board  o£ 
directors).  Aufsichtsrat  (committee  of  inspection).  Bilan 
(balance  sheet).  Gewinn  und  Verlustf  Konto  (profit  and 
loss  account).  Konstituierenden  Generalversammlung, 
(organization  general  meeting).  Dividenden-Erklarung 
(dividend  announcement).  Otfentliche  Anlehen  (govern- 
ment funds). 

Tresorscheine  (exchequer  bills).  Hypothek  (mortgage). 
Obligationen  (bonds).  Schuldverschreibung  (debenture). 
Riickzahlbar  (redeemable).  Nicht  riickzahlbar  (irredeem- 
able).    Banksatz  (bank  rate). 

Firma  (trading  firm).  A.G.  or  Aktiengesellschaft 
(abbreviation  used  to  distinguish;  German  stock  corpora- 
tions, and  similar  to  the  American  "Inc."  for  "incorpo- 
rated"). Fusion  (amalgamation).  Kartel  (combine).  Ge- 
legenheitsgesellschaft,  or  Spekulationsverein  (temporary 
partnership  for  a  speculation  or  for  a  special  operation). 
Stillen  Gesellschafter  (sleeping  partner). 

Spekulant  (speculator).  Kauf  (purchase).  Verkauf 
(sale).  Kaufer  (buyer).  Verkaufer  (seller).  Baisse  (fall). 
Baissier,  Fixer,  or  Kontramineur  (bear).  Haussier  (bull). 
Fest  (firm).  Kursavancen  (rises  in  quotations).  Riick- 
gang  (fall).  Hoher  (higher).  Gute  Meinung  or  steigende 
Tendenz  (rising  tendency).  Matte  Stimmung,  or  fallende 
Tendenz  (falling  tendency). 

Kursnotierung  (quotation).  Liquidationskurs  (mak- 
ing-up  price).  Anfang  (opening  price).  Schluss  (closing 
price).  .Schlusskurse  (closing  prices).  Abschnitttskurs 
(middle  price).  Exkl.  Dividende  (ex  div.).  Inkl.  D'iv.  (cum. 
div.).    Exkl.  Rechte  (ex  rights). 

Konsols  (consols).  Auslandische  Fonds  (foreign  funds). 
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Amerikanische  Bahnwerte  (American  railroad  securities)  ; 
Eng-lische  Bahnwerte  (English  railway  securities).  Kup- 
ferwerte  (copper  shares).  Minen-Werte  (mining-  shares). 
Rhodesische  Werte  (Rhodesians).  Diamentaktien  (dia- 
mond shares).  Kautschukaktien  (rubber  shares).  Petro- 
leumwerten  (oil  shares).  Landereiaktien  (real  estate 
companies  shares).     Elektrizitatswerte  (electricity  shares). 

Prolongation  (continuation).  Report  (carry  forward). 
Deport  (backwardation).  Vorpramie  kaufen  (to  give  for 
the  call).  Vorpramie  verkaufen  (to  take  for  the  call). 
(Riickpramie  geben  (to  give  for  the  put).  Riickpramie 
nehmen  (to  take  for  the  put).  Hineingeben  (to  give  on 
stock).  Hinein-nehmen  (to  take  in  stock). 

Schluss-schein  (contract  note).  Schluss-scheinstempel 
(contract  stamp).     Effektenstempel  (finance  duty  stamp). 


Swiss  Section 

BUSINESS  CORPORATION  LAWS 

The  Republic  of  Switzerland  is  composed  of  25  federated 
Cantons  or  states.  Each  of  these  has  its  own  legislature 
which  formerly  made  laws  relating  to  commerce,  in  the 
same  way  as  American  states. 

Uniform  Laws  in  Force. — Uniform  laws  have  now  been 
adopted  throughout  Switzerland,  as  regards  partnerships, 
corporations,  and  commercial  matters  generally,  since  Janu- 
ary 1,  1912.  American  and  foreign  corporations  have  the 
same  rights  as  domestic  corporations  under  these  laws. 

As  Swiss  territories  adjoin  French,  German  and  Italian 
territories,  all  three  languages  are  spoken  in  Switzerland. 
English  is  also  generally  understood  by  Swiss  business  men. 

Corporation  Laws  Similar  to  French. — The  partnership  and 
corporation  laws  are  based  on  those  of  France.  The  following 
kinds  of  firms  are  recognized  by  Swiss  law:  (1)  ordinary  part- 
nership, societe  simple  or  Kommanditgesellschaf t ;  (2)  gen- 
eral partnership,  societe  en  nom  collectif,  or  Kollectif- 
gesellschaft ;  (3)  limited  partnership,  societe  en  commandite 
or  Kommandit-gesellschaft ;  (4)  private  limited  company  or 
limited  partnership  wih  share  capital,  societe  en  comman- 
dite par  actions,  Kommandit-aktiengesellschaft  (G.  m.  b.  H., 
Gesellschaft  mit  beschrankter  Haftung)  ;  (5)  co-operative 
society,  societe  co-operative  or  Genossenschaften ;  (6)  stock 
corporation  with  limited  liability  of  stockholders,  societe 
anonyme,  Anonyme-gesellschaft  or  Aktien-gesellschaft. 
Reference  should  be  made  to  the  French  section  for  descrip- 
tions of  the  above-named  kinds  of  firms. 
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Registration  of  Firms. — Every  sole  trader  who  carries  on 
business  under  a  firm  name  other  than  his  own  name,  and 
all  partnerships  and  limited  partnerships  and  corporations, 
must  be  registered  in  each  district  in  which  business  is 
carried  on.  The  details  required  by  the  local  Commercial 
Registries  are  the  full  names  and  addresses  of  the  owners 
of  partnerships  (domestic  and  foreign),  and  the  details  of 
the  constitution  and  place  of  incorporation  of  foreign  com- 
panies. The  capital  of  the  firm,  and  the  names  of  the  man- 
agers or  persons  authorized  to  act  for  the  firm  must  also  be 
stated.  American  and  foreign  corporations  must  file  certi- 
fied copies  of  the  charter  or  articles  of  incorporation  and 
by-laws,  and  must  state  the  name  and  address,  and  furnish 
copy  of  the  signature  of  the  agent  authorized  to  act  and 
sign  on  behalf  of  the  firm  in  Switzerland.  A  summary  of 
the  details  furnished  for  registration  must  be  published  in 
the  official  Journal  of  Commerce.  All  foreign  partnerships 
and  corporations  must  file,  before  July  1st  of  each  year,  a 
list  of  the  owners  of  the  partnership,  or  the  list  of  directors 
and  managers  of  the  corporation.  These  details  are  re- 
corded in  a  register  which  is  open  to  public  inspection  with- 
out fee. 

There  are  no  anti-trust  laws.  Trade  combinations  are 
recognized  and  protected  by  laws  against  unfair  compe- 
tition. 

Limited  Partnerships. — The  capital  is  divided  into  shares. 
Managing  partners  have  unlimited  liability  and  cannot 
transfer  their  shares  while  they  act  as  managers.  An  audit 
or  supervising  board  must  be  appointed.  The  managing 
partners  are  accountable  to  these  auditors  (conseil  de  sur- 
veillance, or  Aufsichtsrat)  for  their  general  management 
of  the  business.  The  auditors  have  power  to  summon  the 
managing  partners  before  the  courts  for  any  unauthorized 
or  illegal  acts. 
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Domestic  Corporations. — Swiss  law  does  not  require  any 
minimum  number  of  subscribers  or  incorporators,  nor  any 
minimum  capital.  A  corporation  may  be  formed  by  a  sim- 
ple agreement  signed  by  the  incorporators,  whose  signa- 
tures must  be  attested.  The  capital  (Grundkapital)  may  be 
contributed  either  in  cash  or  in  property  (apports  or  Sach- 
einlage).  The  capital  may  be  subscribed  privately  or  by  a 
public  issue.  The  by-laws  are  fixed  by  the  incorporators 
(souscripteurs  or  Griinder).  In  every  case,  the  entire  capi- 
tal must  be  subscribed  and  at  least  20%  paid  on  each  of  the 
shares.  If  the  capital  is  subscribed  privately,  the  articles 
of  incorporation  include  a  statement  that  one-fifth  of  the 
capital  has  bej^n  paid ;  the  names  of  the  directors  and  audi- 
tors must  also  be  stated.  The  incorporation  is  effective 
immediately  this  is  done  and  the  registration  of  the  incor- 
poration has  been  made.  Where  the  capital  is  obtained  by 
public  issue,  the  subscriptions  must  be  in  writing  and  must 
state  the  acceptance  of  the  articles  of  incorporation  and  the 
by-laws.  A  general  meeting  of  subscribers  must  be  held  to 
certify  (a)  the  total  subscription,  (b)  the  payment  of  one- 
fifth  of  the  total  capital,  and  (c)  the  appointment  of  direc- 
tors and  auditors.  The  incorporation  is  completed  by  regis- 
tration. A  certified  copy  of  the  articles  of  incorporation  and 
a  statement  of  the  subscription  and  part  payment  of  the 
capital,  and  the  appointment  of  directors,  must  be  filed 
promptly  at  the  Commercial  Registry. 

When  shares  are  issued  in  payment  for  property  or  other 
concessions,  the  articles  of  incorporation  (les  statuts)  must 
state  the  value  of  the  property  or  rights,  and  the  purchase 
must  be  approved  at  the  general  meeting  of  subscribers  by 
a  majority  representing  at  least  one-fourth  of  the  total  au- 
thorized capital,  the  vendor  not  being  allowed  to  vote  for 
the  purchase. 

Preferred  shares  and  founders'  shares  may  be  issued. 
Share  certificates  to  bearer  can  be  issued  when  50%  or  more 
of  the  par  value  has  been  paid. 
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A  stockholder  who  transfers  his  shares  has  no  further 
liability  for  any  unpaid  balance. 

No  special  quorum  is  required  at  general  meetings;  all 
stockholders  have  votes,  but  no  one  stockholder  may  have 
more  than  one-fifth  of  the  total  votes  represented  at  any 
meeting. 

Swass  corporations  cannot  hold  their  ourn  shares.  Bal- 
ance sheets  must  be  prepared  and  filed  annually  and  they 
must  show  the  amount  of  insurance  carried.  Real  property 
must  be  stated  at  the  original  cost,  less  any  depreciation. 
The  expense  of  incorporation  may  be  spread  over  five  years. 
Stocks  or  bonds  of  other  corporations  must  not  be  included 
in  the  balance  sheets  at  more  than  the  market  prices  of  one 
month  previously.  There  is  no  legal  requirement  for  mak- 
ing any  reserve  of  profits. 

Directors  must  be  stockholders.  They  may  be  appointed 
for  six  years  or  longer,  but  can  be  discharged  by  the  stock- 
holders at  any  time.  Executive  committees  of  one  or  more 
directors  may  be  appointed. 

Swiss  law  makes  no  restrictions  on  the  issue  of  bonds 
or  debentures.  Where  only  a  few  creditors  petition  for  the 
liquidation  of  a  corporation,  the  Court  calls  a  meeting  of  the 
stockholders  and  bondholders  to  decide  for  or  against  a 
winding-up  of  the  corporation. 

American  and  Foreign  Corporations. — No  trading  license  is 
required  for  Switzerland.  Subject  to  being  registered  in 
Switzerland,  all  foreign  firms  and  corporations  have  the 
same  trading  and  legal  rights  as  Swiss  firms,  but  with  this 
important  exception;  corporations  and  partnerships  legally 
formed  under  foreign  laws  are  governed  by  those  laws  as 
regards  their  powers  and  internal  management. 

Agents  and  travelling  salesmen  are  expressly  authorized 
by  Swiss  law  to  collect  debts  due  to  their  principals,  and  to 
fix  terms  of  payment.  The  powers  of  a  resident  agent  of  an 
American  firm  or  corporation  should  be  strictly  defined  and 
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limited  in  writing;  otherwise  an  agent  of  a  foreign  firm  is 
considered  to  have  full  power  to  act  for  his  principal.  The 
power  of  attorney  for  the  agent,  (stating  the  limitations), 
should  be  filed  at  the  local  Commercial  Registry  and  a  sum- 
mary published  in  the  official  Journal  of  Commerce. 

Bills  of  Exchange. — The  general  regulations  are  the  same 
as  in  the  U.  S.  A.,  but  with  the  exception  that  the  holder  of 
a  bill  is  not  allowed  to  refuse  a  partial  payment  of  the 
amount  by  the  acceptor.  There  are  no  days  of  grace.  Re- 
strictive endorsements  are  allowed.  Protests  of  dishonored 
bills  must  be  made  within  two  dayS  in  order  to  secure  re- 
course against  the  drawer  and  endorsers. 

Swiss  Stock  Exchanges. — The  chief  Stock  Exchanges  are 
those  of  Bale,  Geneva  and  Ziirich.  The  methods  of  their 
dealings  are  described  later.  There  are  smaller  Stock  Ex- 
changes at  Berne,  Eausanne,  Lucerne,  Neuchatel  and  St. 
Gall,  but  their  operations  are  limited  to  the  securities  of 
local  industries. 

Stamp  Taxes. — On  original  issues  of  shares,  1%  on  the 
par  value.  On  original  issues  of  bonds,  lj^%  on  the  par 
value.  On  bills  of  exchange  for  not  exceeding  six  months, 
/2%,  with  J^%  extra  for  each  additional  six  months  of  their 
currency.     Cheques  and  sight  drafts  are  not  taxed. 


SWISS  STOCK  EXCHANGE 
PRACTICE 

DEALINGS  ON  THE  BOURSES  OF  BALE,  GENEVA, 
AND   ZURICH 

I.    THE  BALE  BOURSE 

Bourse  de  Bale  (Basle) 

Since  the  8th  April,  1897,  the  transactions  on  the  Bale 
.Stock  Exchange  have  been  subject  to  the  control  of  the 
State. 

Access  to  the  Bourse 

The  public  is  not  admitted  on  the  Bourse.  The  only  per- 
sons who  have  the  right  to  enter  are  the  following: 

(1)  The  members  of  the  Stock  Exchange  Chamber  (Bor- 
senkammer)  and  their  employes. 

The  members  of  the  Stock  Exchange  Chamber  are  com- 
posed of  the  chiefs  and  the  representatives  of  the  banking  firms 
inscribed  on  the  Roister  of  Commerce  of  the  Canton  (dis- 
trict) of  the  town  of  Bale,  and  the  commercial  brokers, 
called  "Sensalen,"  of  w^hom  the  maximum  number  is  12. 

(2)  The  members  of  the  Committee  of  Supervision,  nomi- 
nated by  the  state. 

(3)  The  chiefs  of  the  business  firms  inscribed  on  the  Regis- 
ter of  Commerce  of  the  Canton  of  the  town  of  Bale,  also  the 
persons  holding  their  power  of  attorney,  or  their  duly  author- 
ised representatives. 

The  entry  to  "la  Corbeille"  is  restricted  to  those  members 
of  the  Stock  Exchange  Chamber  who  have  been  selected  by 
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the  Committee  of  the  Chamber ;  they  are  the  sole  persons  who 
may  carry  out  deahngs  on  the  Bourse  for  their  own  account, 
or  for  the  pubHc. 

The  members  so  selected  must  be  of  good  character,  and 
must  be  possessed  of  the  necessary  knowledge  and  ability  for 
the  conduct  of  stock-broking  business. 

Banking-houses  deal  on  the  Stock  Exchange  in  their  own 
names,  and  on  their  own  responsibility,  whether  such  deal- 
ings are  for  their  own  account,  or  for  other  persons. 

Each  banking-firm  which  has  the  entry  to  the  Corbeille 
must  deposit  in  the  State  Treasury,  as  security,  a  sum  of  25,000 
frs.  ($5,000),  and  must  pay  an  annual  tax  (droit  de  patente), 
of  from  500  frs.  to  5,000  frs.  ($100  to  $1,000). 

All  regular  frequenters  of  the  Bourse,  who  have  not  the 
right  of  access  to  the  Corbeille,  must  pay  an  annual  subscrip- 
tion of  100  frs.  ($20),  or  a  monthly  subscription  of  10  frs. 
($2). 

Foreigners   temporarily   staying  in    Bale   may   attend   the 

Bourse  during  3  days  without  payment,  if  properly  introduced. 

1 

Hours  of  Exchange 

Dealings  are  made  in  the  morning  (Bourse  du  Matin) 
from  10.45  a.m.  to  12.15  noon.  The  afternoon  Bourse 
(Bourse  du  Soir)  is  held  from  3.45  p.m.  to  4.15  p.m. 

Order  of  Business 

The  usual  course  of  business  on  the  Corbeille  is  as  follows : 

Morning  Exchange 

10.45  to  11.05  a.m.  The  fixing  of  the  market  prices  of 
Bonds,  by  the  public  reading  of  their  names  in  the  order  in 
which  they  appear  in  the  Official  List. 

11.05  to  12.15  noon.  Dealings  in  shares  for  cash,  for  settle- 
ment, and  on  options,  by  public  reading  in  the  order  in  which 
their  names  appear  in  the  Official  List. 
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As  soon  as  the  reading  of  the  share  list  is  completed,  the 
remainder  of  the  list  of  bonds  is  read  and  completed.  After 
that,  any  shares,  or  bonds  may  be  dealt  in,  in  any  order. 

The  day's  prices,  for  the  offer  (Brief)  and  the  demand 
(Geld)  of  bonds,  are  fixed  during  the  reading  of  the  list; 
later  dealings  are  shown  in  the  Official  List  between  paren- 
theses. 

The  day's  prices  of  shares  are  fixed  by  the  prices  of  the 
last  ofTers  and  demands  made  for  cash  dealings,  even  after 
the  reading  of  the  share  list  has  been  finished. 

Afternoon  Exchange 

3.45  to  4.15  p.  m.  The  dealings  are  made  without  formality, 
by  auction  (par  criee).  No  official  list  of  such  dealings  is 
published. 

Admission  to  Official  Quotation 

As  a  rule  the  only  shares  dealt  in  on  the  Bourse  are  those 
which  have  been  admitted  to  official  quotation  by  the  Stock 
Exchange  committee.  An  annual  tax,  fixed  by  the  Committee, 
of  from  50  frs.  to  200  frs.  ($10  to  $40),  must  be  paid  for  such 
quotation,  or  payment  may  be  waived  in  exceptional  cases. 

For  all  shares  or  bonds  for  which  an  official  quotation  is 
asked,  a  prospectus  must  be  issued ;  the  par  value  of  the  shares 
or  bonds  of  the  company  must  not  be  less  than  500,000  frs. 
($100,000)  for  Swiss  companies,  nor  less  than  1,000,000  frs. 
($200,000)   for  foreign  companies. 

\ 
Market  Quotations 

Bonds 

Bonds  are  not  quoted  separately  by  certificates,  but  as 
percentages  of  capital  value.  Interest  accrued  due,  since  the 
last  payment,  is  not  included  in  the  quotation  and  must  be 
added  to  the  purchase  price,  up  to  the  first  day  of  delivery,  on 
the  basis  of  rrionths  of  30  days,  or  360  days  in  the  year. 
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The  rises  or  falls  in  the  quotations  (ecarts)  are  by  ^%  on 
the  percentages  of  capital  value. 

Shares 

The  prices  quoted  for  shares  always  include  any  dividend 
accrued  due. 

The  rises  or  falls  in  quotations  are  as  follows: 

25  centimes  (5  cents)  for  shares  not  exceeding  200  frs. 
($40),  par  value; 

50  centimes  (10  cents)  from  201  frs.  to  500  frs.  ($100), 
par  value; 

1  fr.  (20  cents)  from  501  frs.  to  1,000  frs.  ($200), 
par  value ; 

2  frs.  (40  cents)  over  1,000  frs.,  par  value. 

Minimum  Dealings 
Bonds 

The  minimum  amount  which  may  be  dealt  in  is  2,000  frs. 
($400)  of  par  capital  value. 

Shares 

All  quotations  are  for  5  shares  of  500  frs.  or  under,  2 
shares  of  from  500  frs.  to  2,000  frs.,  and  1  share  of  over 
2,000  frs. 

Official  Price  List 

This  is  prepared  by  the  Management  Committee,  consist- 
ing of  a  commissary,  or  his  representative,  and  a  secretary, 
who  are  all  appointed  by  the  Council  of  State  on  the  nomina- 
tion of  the  Stock  Exchange  Committee. 

Brokers  Acting  as  Jobbers  (Applications) 

Brokers  are  permitted  to  buy  customers'  securities  for 
themselves,  or  to  sell  their  own  securities  to  customers,  and 
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to  have  such  deahngs  marked,  but  only  in  cases  where  there 
are  real  orders  to  be  carried  out.  During  the  morning  Bourse, 
applications  are  only  permitted  during  the  reading  of  the 
list,  but  they  may  take  place  at  any  time  during  the  afternoon 
Bourse.  In  the  morning  Bourse  the  market  prices  must  be 
called  out  in  a  loud  voice;  the  differences  between  the  buying 
and  selling  prices  must  be  double  the  smallest  quotable  differ- 
ence for  dealings. 

If,  after  the  prices  have  been  cried  3  times,  there  are 
no  offers  or  demands,  the  broker  wishing  to  make  the  deal 
as  a  jobber  may  book  the  transaction  at  the  middle  price  (au 
cours  intermediare)  which  is  then  marked  as  the  official  price. 

Settlement  Dealings  (Operations  a  Terme) 

Dealings  for  settlement,  whether  firm  or  on  options  ( f ermes 
et  a  primes),  cannot  be  made  or  marked  in  smaller  lots  than 
25  shares,  or  in  multiples  of  same,  if  the  shares  are  of  500  frs. 
or  less  ($100),  nominal  value. 

Shares  above  500  frs.  nominal  value  must  be  in  lots  of  5 
shares  or  multiples  of  5. 

Bonds  may  be  dealt  in,  for  settlement,  in  amounts  of  25,000 
frs.   ($5,000)  and  multiples. 

Restrictions  on  Settlement  Dealings 

( 1 )  The  shares  of  companies  having  a  smaller  share  capital 
than  500,000  frs.  ($100,000),  par  value,  cannot  be  dealt  in  for 
settlement. 

(2)  The  settlement  date  must  not  be  later  than  the  end 
of  the  following  month.  The  Stock  Exchange  Committee 
may,  at  its  discretion,  shorten  this  period  or  may  even  prohibit 
altogether  the  dealings  for  settlement  in  any  particular  security. 

(3)  The  carrying  over  (reports)  of  any  settlement  deal- 
ings are  not  permitted  for  periods  of  longer  than  1  month. 

(4)  Tlie  buyer  has  not  the  right  to  "escompte"  securities 
during  the  settlement  for  which  they  were  bought. 
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Days  of  Settlement 

1st  Day.  Make-up  and  declaration  of  options  (jour  de  la 
reponse  des  primes). 

This  is  usually  on  the  last  exchange  day  but  one  of  the 
month.  On  this  day  the  work  consists  of  preparing  and 
checking  the  brokers'  lists  of  dealings,  in  the  Bourse. 

2nd  Day.  (The  last  exchange  day  of  the  month.)  At 
10  a.  m.,  each  broker  delivers  his  list  of  purchases  and  sales 
to  the  clerk  of  the  settlement  clearing  (le  liquidateur)  ;  in  the 
afternoon,  up  to  5  p.  m.,  all  shares  are  delivered  and  payments 
made  to  the  liquidateur. 

3rd  Day.  (1st  day  of  tlie  following  month.)  From  9  a.  m. 
the  liquidateur  delivers  to  the  brokers  the  securities  and  cash 
which  they  are  each  entitled  to  receive  from  the  clearing. 

Options 

The  fixing  of  the  making-up  prices  is  done  by  the  Stock 
Exchange  Committee,  on  the  first  day  of  the  settlement. 

The  buyer  of  the  call  should  declare  to  the  seller,  in  writing, 
whether  he  will  exercise  his  call  or  not.  In  default  of  notice 
the  call  is  considered  to  have  been  abandoned. 

Deliveries  of  Securities  for  Cash  Dealings 

All  securities  dealt  in  for  cash,  at  either  the  morning  or 
the  afternoon  Bourse,  are  deliverable  at  the  earliest  at  9  a.  m. 
the  following  day,  and  at  the  latest  on  the  5th  exchange  day 
after  that  on  which  the  bargain  was  made. 

In  the  case  of  failure  to  deliver  or  to  pay,  the  other  party 
must  give  notice  by  registered  letter  of  his  intention  to  buy 
in  the  shares  not  delivered,  or  to  sell  out  the  shares  not  paid 
for,  and  to  claim  any  diflference.  Any  delay  allowed  by  the 
aggrieved  party  does  not  in  any  way  affect  his  rights. 
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Securities  Not  Negotiable 

The  following  securities  are  not  negotiable,  and  may  be 
refused  by  the  purchaser. 

(1)  Temporary  certificates,  intended  for  exchange 
against    final    certificates. 

(2)  Temporary  certificates,  whether  issued  at  Bale  or 
abroad,  which  cannot  be  paid  up  and  exchanged  for  the  final 
certificates  in  Bale  itself. 

(3)  Shares  in  arrear  for  calls  made  prior  to  the  dealing. 

(4)  Securities  of  which  any  of  the  coupons,  not  yet  due, 
are  missing. 

(5)  Any  securities  drawn  for  redemption,  from  the  date 
of  the  drawing.  (Either  the  buyer  or  the  seller  can  claim  the 
replacement  of  these  by  other  and  undrawn  certificates.) 

(6)  Torn  certificates,  or  manuscript  dupHcates  of  printed 
certificates. 

All  complaints  and  claims,  by  either  party  to  the  bargain, 
should  be  made  to  the  other  party  within  96  hours. 

Stamps  on  Contract  Notes 

All  contract  notes  for  sales  are  subject  to  stamp  duty  on 
the  total  amounts  of  the  bargains,  as  follows: 

NOTE — The  following  are  normal  (peace-time)  rates  which  may  be 
subject  to  changes  during  the  present  period  of  reconstruction  to  peace- 
time  conditions. 

Cash  Dealings 

10  centimes  on  consideration  of  1,100  frs.  or  less; 

20  centimes  on  consideration  of  over  1,100  frs.  not  exceed- 
ing 5,500  frs. 

50  centimes  on  consideration  of  over  5,500  frs.  not  exceed- 
ing 11,000  frs. 

50  centimes  for  each  further  10,000  frs.  or  fraction  of 
10,000  frs. 


STOCK    EXCHANGE    PRACTICE  923 

Dealings  for  the  Settlement,  and  Options 

The  stamp  duties  are  double  those  of  cash  dealings. 

All  Swiss  shares  and  bonds  are  subjected  to  an  additional 
stamp  duty,  levied  at  the  time  of  issue,  and  called  ''le  timbre 
de  creation." 

Brokerage 

For  all  dealings  in  securities  on  the  Bale  Bourse,  a  fixed 
brokerage  is  charged  of  1  per  1,0CX),  based  on  the  par  values  of 
the  securities  if  below  par,  or  on  the  quoted  price  if  above  par. 
Postages,  telegrams  and  stamps  are  charged  to  the  clients. 

The  minimum  brokerages  are  25  centimes  (5  cents)  per 
security  of  below  250  frs.  ($50)  and  of  50  centimes  (10  cents) 
per  security  of  250  frs.  ($50)  or  over. 


II.    BOURSE  OF  GENEVE  (GENEVA) 

The  Bourse  is  governed  by  the  law  of  20th  December, 
1856,  modified  by  the  law  of  June,  1857.  The  Bourse  prem- 
ises are  the  property  of  the  State;  a  commissary  of  the 
government  marks  the  prices  made,  and  the  offers  and  de- 
mands in  government  securities,  on  a  manuscript  list  which 
is  exhibited  publicly  in  the  Bourse. 

Exchange  Hours 

The  Bourse  is  open  from  11  a.m.  to  12  noon  daily,  ex- 
cept on  the  1st  January,  Good  Friday,  Easter  Monday,  Ascen- 
sion Day,  Whit  Monday,  the  Swiss  Fast  Day  (the  1st  Thurs- 
day in  September),  Christmas  Day,, and  the  31st  December. 

Stock  Exchange  Membership 

The  Agents  de  Change  form  a  Society,  at  present  com- 
posed of  14  members,  which  has  no  official  standing.  The 
members'  dealings  take  place  round  "la  corbeille." 
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New  members  of  the  Society  are  elected  by  agreement; 
the  members  are  not  hmited  in  number.  The  following  con- 
ditions are  required  from  each  candidate  for  election,  (1) 
He  must  be  nominated  by  2  members  of  the  Society,  who  must 
also  guarantee  him;  (2)  he  must  have  obtained  from  the 
Chancellory  of  the  Republic,  and  the  Canton  of  Geneva,  the 
title  of  Agent  de  Change ;  (3)  he  must  have  carried  on  the 
profession  of  Agent  de  Change,  outside  of  the  Society,  during 
at  least  one  year,  either  in  his  own  name  or  as  partner  or 
responsible  manager  for  an  Agent  de  Change,  with  liability  for 
the  firm's  debts;  (4)  he  must  have  good  moral  and  financial 
references;  (5)  he  must  furnish  security,  and  (6)  be  accepted 
by  the  present  members  of  the  Society. 

The  Society  is  managed  by  a  committee  of  5  members 
elected  for  one  year;  all  disputes  are  submitted  to  its  de- 
cisions, which  are  without  appeal. 

Quotations 

All  securities  are  quoted  at  prices  which  include  the  ac- 
crued interest  (interets  compris) 

Rentes,  and  other  securities,  which  are  quoted  in  per- 
centages, rise  or  fall  by  fractions  of  5  centimes  (1  cent).  Their 
values  are  stated  in  capital  amounts,  except  for  the  5%  Naples, 
and  the  3%  Swiss  Railways. 

Bonds  and  Government  Securities  (Obligations  et  Fonds 
d'Etat) 

These  move  by  25  centimes  (5  cents)  and  multiples. 

Shares 

The   quotations   rise  or   fall  by   50  centimes    (10  cents) 
minimum,  except  for  shares  of  less  than  50  frs.    ($10),  of 
which  the  movements  are  by  25  centimes. 
Settlement   Dealings 

All  securities  which  are  dealt  in  for  the  settlement  are  in 
lots  of  25,  with  a  few  exceptions.    Securities  quoted  over  1,000 
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frs.  ($200)  may  be  in  lots  of  5  and  multiples  of  5.  Odd  lots, 
of  less  than  25,  are  quoted  between  parentheses  in  the  Official 
list. 

Dealings  for  the  monthly  settlement  are  only  quoted  after 
the  15th  of  that  month. 

The  official  list  of  prices  is  prepared  by  the  Society  of 
Agents  de  Change,  in  collaboration  with  the  comissary  ap- 
pointed for  that  purpose  by  the  State  of  Geneva. 

"Applications"  (jobbing)  are  permitted  by  offer  or  de- 
mand made  in  a  loud  voice  on  the  Bourse,  at  the  prices  marked 
in  the  Official  List. 

Official  Quotation  of  Securities 

Applications  for  the  admission  of  a  security  to  a  quota- 
tion in  the  Official  List  must  be  made  by  at  least  5  members 
of  the  Society,  who  must  not  be  members  of  the  Stock 
Exchange  Committee. 

No  securities  are  admitted  unless  there  have  already 
been  continuous  dealings  in  them  on  the  Bourse. 

No  stamp  duties  are  payable  on  securities  admitted  to 
official  quotation. 

Settlements 

These  take  place  at  the  end  of  each  month,  commencing 
on  the  Exchange  day,  which  is  the  last  day  but  one  of  the 
month. 

1st  day.  Declaration  of  options  at  11.45  a.m.;  make 
up  at  12  noon  by  the  Stock  Exchange  Committee. 

2nd  day.     Preparation    of    brokers'    accounts;    carrying 
over  is  not  permitted  after  2  p.  m, 

3rd  day.  Payments  and  deliveries  of  securities  by 
brokers,  before  4  p.  m. 

4th  day.  Payments  and  deliveries  of  securities  to 
brokers.  Transactions  for  the  settlement  may  be  made  up 
to  the  end  of  the  2nd  day  of  the  settlement. 
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"Escompte"  of  Settlement  Dealings 

Any  securities  bought  for  the  settlement  may  be  claimed 
by  the  purchaser  for  immediate  delivery,  against  cash  pay- 
ment, at  any  time  before  the  settlement.  The  seller  must 
deliver  before  the  5th  Exchange  day  following  the  demand. 
Failure  to  deliver  gives  the  purchaser  the  right  to  buy  in 
on  the  Bourse,  on  or  after  the  6th  Exchange  day. 

Deliveries  of  Securities  for  Cash  Dealings 

Bearer  securities,  bought  for  cash,  should  be  delivered 
by  the  selling  broker  before  the  5th  Exchange  day  follow- 
ing the  bargain.  In  default  of  delivery,  the  purchasing 
broker  can  serve  a  demand  for  delivery  on  the  selling 
broker,  by  letter.  On  the  4th  Exchange  day,  after  giving 
such  notice,  the  Stock  Exchange  Committee  may  buy  in 
the  securities,  for  delivery  the  same  day. 

Brokerage 

This  is  charged  on  all  dealings,  both  purchases  and 
sales,  at  the  rate  oi  %%  calculated  on  the  quotation,  even 
though  the  shares  are  not  fully  paid. 

The  minimum  brokerage  is  15  centimes  (3  cents)  for 
securities  quoted  under  50  frs.  ($10),  and  25  centimes  (5 
cents)  for  all  others, 

(NOTE — The  above  rates  and  those  named  below  may  be  changed 
during!  the   present   period    of   reconstruction  after  the  war.) 

Bourse  Stamp 

A  government  tax  is  imposed  on  all  Stock  Exchange 
dealings,  whether  for  cash  or  settlement,  at  the  following 
rates,  calculated  on  the  total  of  the  transactions :  from  1 
to  1,000  frs.,  10  centimes  (20  cents  to  $200,  2  cents)  ;  1,001 
to  2,500  frs.,  25  centimes ;  2,501  to  5,000  frs.,  50  centimes ; 
5,001  to  10,000  frs.,  75  centimes ;  10,001  to  20,000  frs.,  1  fr. 
25  centimes ;  20,001  to  40,000  frs.,  frs.  2.25 ;  40,001  to  50,000 
frs.,  frs.  2.75.     This  stamp  duty  is  payable  by  the  broker. 
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III.    ZURICH  BOURSE 

The  regulations  of  the  Bourse  of  Zurich  are  included 
in  the  law  of  31st  May,  1896,  modified  by  the  law  of  24th 
February,  1898.  Commercial  brokers  (Borsensensale)  and 
Stock  Exchange  brokers  (Borsenagenten)  can  only  be 
admitted  to  practice  their  professions  by  the  authorization 
of  the  Ministry  of  the  Interior,  at  the  request  of  the 
Commissary  of  the  Bourse,  and  of  the  local  executive  of 
the  Ministry  of  Commerce. 

The  permission  to  carry  on  such  business  may  be 
granted  either  to  an  individual,  or  to  a  firm,  which  may 
then  act  through  a  representative. 

Security  must  be  furnished  to  the  State  Department  of 
Finance,  to  the  amount  of  20,000  frs.  ($4,000)  for  a  stock- 
broker and  5,000  frs.  for  a  commercial  broker. 

An  annual  professional  tax  is  payable,  of  500  frs.  ($100) 
for  a  stockbroker,  and  200  frs.  ($40)  for  a  commercial 
broker. 

A  stockbroker  carries  on  all  dealings  in  his  own  name, 
whether  made  for  his  own  account,  or  on  behalf  of  custom- 
ers ;  commercial  brokers  only  act  for  customers  and  in  the 
names  of  the  customers. 

The  authorized  stockbrokers,  together  with  the  author- 
ized commercial  brokers,  are  ex-officio  members  of  the 
Stock  Exchange  and  form  a  body  called  the  Efifektenbor- 
senverein  Zurich  (The  Zurich  Stock  Exchange  Union). 
They  have  the  monopoly  of  dealings  on  the  Bourse. 

The  Swiss  Government  elects  one  or  more  Commissaries 
to  check  the  dealings  on  the  Bourse  and  take  part  in  its 
management. 

Persons  or  firms  who  are  not  members  of  the  Stock 
Exchange  Union,  but  who  wish  to  have  regular  access  to 
the  Bourse,  must  obtain  subscription  cards  from  the  Min- 
istry of  the  Interior,  at  a  cost  of  50  frs.  per  annum  ($10). 

Visitors  wishing  to  attend  the  Bourse  must  be  intro- 
duced by  a  member  of  the  Union. 
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Exchange  Hours 

The  morning  Exchange  (Bourse  du  matin)  is  from  11 
a.  m.  to  12  noon. 

The  afternoon  Exchange  (Bourse  du  soir)  is  from  4  p.  ni. 
to  4.30  p.  m. 

Admission  to  Official  Quotation 

The  following  securities  are  admitted  to  the  Official 
List: 

Swiss  Companies 

(1)  Loans  of  Swiss  districts  (Cantons)  and  Communes, 
of  5(X),000  frs.  ($1(X),000)  or  over ; 

(2)  The  shares  of  Swiss  companies  having  a  share 
capital  of  at  least  500,(XK)  frs.  nominal  value ; 

(3)  Bond  issues  of  at  least  5(X),(XX)  frs.,  of  Swiss  com- 
panies ha\ing  nominal  share  capital  of  at  least  500,- 
000  frs. 

Foreign   Companies 

(4)  The  shares  of  foreign  companies  having  at  least 
1,000,000  frs.  ($200,000)  par  value  of  share  capital; 

(5)  The  bond  issues  of  foreign  companies,  of  at  least 
1,000,000  frs.,  provided  that  the  share  capital  is  also 
at  least  1,000,0(X)  frs.  par  value. 

The  introduction  of  foreign  shares  or  bonds  on  the 
Ziirich  Bourse  is  made  on  the  responsibility  of  the  firm 
which  nominates  them  for  admission. 

The  coupons,  and  the  redemption  payments  of  securities 
circulating  in  Switzerland,  must  be  made  payable  at  Ziirich. 

Dealings  for  Marking 

The  following  quantities  apply  to  both  cash  and  settle- 
ment bargains,  and  are  the  minimum  transactions  tor 
"marking"  in  the  Official  List. 
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Rentes  and  Bonds;  5,000  frs.  capital  ($1,000)  minimum. 

Shares  and  "bons  de  jouissance";  10  shares  or  "bons," 
or  even  smaller  quantities  if  the  transactions  amount  to 
SjOOO  frs.  par  value. 

Rises  and  Falls  in  Quotations 

The  price  movements  are  by  the  following  amounts: 

On   bonds,    3^%    on   the   par   amounts; 

On  shares  not  exceeding  300  frs.   ($60)   by  fractions  of 

25  centim.es,  50  centimes,  or  1  fr.  (5,  10  or  20  cents). 
On  shares  exceeding  300  frs.,  by  fractions  of  50  centimes 

and  1  fr. 

"Applications" 

(See  explanation  in  Bale  section.)  These  are  allowed, 
and  are  included  in  the  Official  List  of  dealings,  but  in 
square  parentheses,  thus  [250].  The  quotation  of  the  secur- 
ity must  be  called  three  times  before  the  broker  may  act  as 
jobber  on  the  dealing. 

The  following  signs  are  used  in  the  Official  List  of  quo- 
tations. "C"  cash  transaction ;  "f "  for  the  settlement  at  the 
end  of  the  current  month;  "tt"  for  settlement  at  the  end 
of  the  next  month;  "(240)"  lots  of  less  than  25  shares  or 
those  not  in  multiples  of  25  shares;  "[250]"  are  "applica- 
tions," being  dealings  in  which  the  stockbroker  has  acted 
as  jobber,  by  buying  from  his  customer,  or  selling  to  his 
customer,  for  his  own  personal  account. 

The  original  of  the  Official  List  of  prices  must  be  signed 
by  the  Government  Commissary,  the  controller  and  the 
secretary,  and  must  be  filed. 

Settlement  Dealings 

The  quantities  are  the  same  as  for  cash  transactions. 
Bargains  made  for  the  settlement  of  the  end  of  the  month 
cannot  be  made  before  the  15th  of  the  same  month.  The 
buyer  cannot  claim  delivery  before  the  settlement  date. 
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Settlement  dealings  are  not  permitted  in  shares  or  bonds 
of  companies  having  nominal  share  capital  of  less  than 
1,000,000  frs  ($200,000). 

The  Settlement 

First  day  (Jour  de  la  reponse  des  primes).  Options  are 
declared.  This  is  on  the  fourth  Exchange  day  before  the 
end  of  each  month.  Carry-overs  can  be  arranged  until  5 
p.  m. 

Second  day.  Preparation  of  brokers'  clearing  lists,  of 
purchase  and  sales ;  comparisons  of  same,  between  brokers, 
at  4:30  p.  m.,  at  the  Bourse. 

Third  day.  Delivery  of  brokers'  clearing  lists,  at  the 
clearing  office,  at  11  a.  m. ;  payments  to  be  made  to  the 
clearing  office  before  4  p.  m. ;  securities  to  be  delivered  by 
brokers  before  5  p.  m. 

Fourth  day.  Payments  made  to  brokers,  and  securities 
delivered  to  them,  by  the  clearing  office,  after  10  a.  m. 

Buying  In  and  Selling  Out  (Execution) 

Securities  sold  for  cash  should  be  delivered  before  4 
p.  m.  on  the  next  Stock  Exchange  day,  together  with  the 
account  for  same.  ]n  the  case  of  default  of  delivery  or  of 
payment,  the  b\iyer  or  the  seller  must  serve  demand  on  the 
other  partv,  bv  registered  letter  or  registered  telegram, 
demanding  delivery  or  payment  before  10  a.  m.  on  the  next 
Exchange  day,  under  penalty  of  having  the  shares  imme- 
diately bought  in  or  sold  out  and  of  being  held  responsible 
for  the  difference. 

Securities  Not  Negotiable 

These  are  the  same  as  for  the  Bale  Bourse,  which  see. 

Brokerage 

On  both  purchases  and  sales  the  brokerage  is  at  a  fixed 
rate  of  25  centimes  per  security,  if  less  than  250  frs.    (5 
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cents  under  $50)  ;  for  certificates  of  250  frs.  or  over  the 
brokerage  is  50  centimes. 

The  brokerage  is  reckoned  on  the  par  value,  if  below 
par,  and  on  the  quoted  price  if  above  par ;  this  applies 
equally  to  government  securities,  bonds  and  shares.  On 
shares  which  are  only  partly  paid  the  brokerage  is  reck- 
oned on  the  full  par  value. 

Stamps  on  Contracts 

The  following  stamp  duties  are  payable  on  both  pur- 
chases and  sales,  each  party  bearing  half  the  expense. 

On  bonds  of  companies  and  prize  bonds  bearing  interest, 
1  per  20,000  on  the  purchase  consideration,  minimum  10 
centimes  per  operation.  Tor  prize  bonds  not  bearing  in- 
terest, the  rate  is  1  per  10,000,  minimum  20  centimes  (4 
cents). 

On  shares  and  provisional  securities  (bons  de  jouis- 
sance),  founders'  shares  and  other  profit  sharing  certifi- 
cates : 

(1)  For  cash  dealings  1  in  20,000  on  the  purchase  con- 
sideration,   minimum    10   centimes; 

(2)  For  45  days'  settlement,  1  in  10,000,  on  the  total  of 
the    bargain ; 

(3)  For  settlement  between  46  days  and  2  months,  1  in 
5,000,  on  the  total  amount  of  the  bargain ; 

(4)  For  settlement  later  than  2  months,  1  in  1,000,  on 
the    total    amount. 

All  transactions  carried  forward  pay  at  the  rate  of  1  in 
10,000. 

Changes  in  Above  Rates 

During  the  present  period  of  reconstruction  after  the 
war  the  above  rates  (which  are  the  usual  rates)  may  be 
altered  from  time  to  time. 


Miscellaneous  Section 

Description  of  Business  Corporation  Laws, 

Stock  Exchanges,  etc.,  of  Other 

Foreign  Nations 

ABYSSINIA 

There  are  no  regulations  as  to  the  registration  of  foreign  firms. 
American  companies  and  sole  traders  have  full  trading  rights,  and 
their  goods  are  highly  esteemed.  The  possibilities  for  trade  are 
very  large. 

The  commercial  languages  spoken  are  Spanish,  French  and 
Italian.     Aden  is   the  chief  port  and   trade   centre. 

ARGENTINA 

The  Argentine  Republic  contains  nearly  9,000,000  inhabitants, 
of  w^hich  over  2,000,000  are  foreigners.  The  country  is  divided  into 
fourteen  provinces,  but  there  is  only  one  code  of  commercial  laws 
for  the  whole  of  the  Republic.  The  laws  are  based  on  the  Spanish 
code,  which,  in  turn,  is  based  on  the  French  laws.  The  language  of 
the  country  is  Spanish,  but  English  and  French  are  also  used  in 
business. 

Credit  reports  on  Argentine  firms  can  be  obtained  in  New  York 
from  the  leading  banks  and  credit  agencies. 

Argentina  is  chiefly  agricultural,  exporting  meat  and  foodstuffs, 
and  offering  a  great  market  for  American  manufacturers. 

The  Argentine  paper  peso  has  a  par  value  of  42.44  cents;  the 
gold  peso  is  worth  nearly  96.5  cents. 

Incorporation  Under  Argentine  Laws. — The  minimum  number 
of  subscribers  is  ten.  At  least  20%  of  the  total  capital  must  be 
subscribed  and  at  least  10%  deposited  with  the  Banco  de  la  Nacion 
(National  Bank)  to  the  joint  order  of  the  Minister  of  Justice  and 
the  officials  of  the  intended  corporation,  until  the  petition  for 
incorporation    has    been    approved   or   rejected. 
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The  following  documents  must  be  presented  with  the  petition 
for  incorporation,  which  must  be  sent  to  the  Ministry  of  Justice: 

(a)  articles  of  incorporation,  which  must  name  the  first  directors; 

(b)  by-laws;  (c)  list  of  subscribers,  with  the  shares  subscribed  and 
the  amounts  paid  in  by  each;  (d)  certificate  of  deposit  of  10%  of 
the  total  capital  in  the  National  Bank.  The  authorization  for 
incorporation  is  given  by  a  decree  signed  by  the  President  of  the 
Republic  and  the  Minister  of  Justice.  The  incorporation  fee  is  1  pe." 
1,000  of  the  total  authorized  capital. 

Before  commencing  business,  the  decree  must  be  recorded  by 
a  notary  public  and  also  registered  in  the  Public  Record  of  Com- 
merce, and  advertised  in  the  local  newspapers  during  fifteen  con- 
secutive  days. 

The  first  directors  are  usually  named  in  the  articles  of  incor- 
poration. They  cannot  hold  office  for  more  than  three  years,  but 
they  may  be  re-elected.  A  manager  may  be  appointed  who  is  not 
a  director. 

Stockholders'  auditors  (sindicos)  must  be  elected  at  the  annual 
general  meetings;  they  may  be  paid.  Statements  of  assets  and 
liabilities  must  be  submitted  by  the  directors  to  the  auditors  every 
three  months.  These  statements  must  be  advertised  for  three  days, 
and  must  include  a  notice  that  they  are  approved  by  the  auditors. 
Detailed  annual  reports  of  trading,  and  balance  sheets,  must  be 
sent  to  each  stockholder  at  least  ten  days  before  the  annual  general 
meeting.  Summaries  must  be  published  in  a  local  newspaper  after 
the  annual  meeting. 

American  and  Foreign  Corporations  and  Firms. — The  absence 
of  an  American  Federal  corporation  law  severely  handicaps  an 
American  corporation  seeking  registration  before  commencing  busi- 
ness in  Argentina,  owing  to  the  officials  treating  incorporation  under 
the  laws  of  an  American  state  as  being  only  a  provincial  and  not  a 
national  incorporation.  For  this  reason,  the  American  corporation 
must  petition  the  Ministry  of  Justice  for  approval  of  its  articles  of 
incorporation  and  by-laws,  of  which  certified  translations  in  Span- 
ish must  be  supplied.  After  approval,  these  translations  must  be 
advertised  in  a  local  newspaper  for  fifteen  consecutive  days.  The 
corporation  must  then  be  registered  in  the  Public  Registry  of 
Commerce. 

The  time  required  for  this  procedure  is  about  three  months, 
and  the  cost  is  about  1,000  pesos  ($3.S0). 

American  partnerships  and  sole  traders  having  a  permanent 
address  or  place  of  business  in  Argentina  must  register  in  the  Public 
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Reg-istry  of  Commerce.  They  must  file  a  description  of  the  busi- 
ness to  be  carried  on,  with  the  names  and  addresses  of  the  owners 
of  the  business.  Partnerships  must  also  file  a  certified  transla- 
tion (in  Spanish)  of  the  deed  of  partnership.  All  powers  of  at- 
torney granted  to  local  managers  require  registration. 

Commercial  travellers  for  American  firms  must  apply  for  a  li- 
cense; only  one  license  is  required  for  the  whole  of  the  provinces. 

Argentine  Bankruptcy  Laws. — The  Argentine  laws  and  practice 
relating  to  bankruptcy  resemble  those  of  France,  in  many  respects. 
There  is  the  same  distinction  of  civil  law  which  applies  to  private 
persons,  and  commercial  law  which  applies  only  to  traders  and 
manufacturers.  The  bankruptcy  laws  do  not  apply  to  anyone  but 
those  persons  and  firms  carrying  on  business.  Private  persons 
may  be  insolvent,  but  they  cannot  be  made  bankrupt. 

A  single  creditor  may  petition  the  commercial  court  for  the 
declaration  of  bankruptcy  of  a  debtor. 

A  voluntary  bankruptcy  petition  may  also  be  presented  by  a 
trader  himself,  or  by  partnerships  or  corporations  unable  to  meet 
their  obligations.  Before,  or  within  three  days  after,  suspending 
payment,  a  sole  trader,  or  one  or  more  members  of  a  partnership, 
may  present   the  petition., 

For  corporations,  the  manager  or  the  president  of  the  directors 
may  make  the  voluntary  petition,  which  must  be  supported  by  the 
resolution  of  a  general  meeting  of  shareholders.  A  voluntary  pe- 
tition in  bankruptcy  must  be  accompanied  by  the  filing  of  a  com- 
plete balance  sheet,  and  a  list  of  names  and  addresses  of  all  credi- 
tors. The  books  and  documents  of  the  firm  must  also  be  placed 
at  the  disposal  of  the  judge  of  the  Commercial  Court,  who  is  ap- 
pointed to  take   charge  of  the  bankruptcy. 

A  debtor  declared  bankrupt  on  the  petition  of  one  or  more 
creditors,  must  file  a  balance  sheet  and  list  of  creditors  within  a 
short   delay. 

Following  the  petition,  the  commercial  judge  names  a  committee 
of  the  principal  creditors  and  appoints  a  public  accountant  (contador 
publico)  to  examine  and  make  a  report  on  the  books  and  the  balance 
sheet  of  the  firm. 

The  meetin,g  of  the  creditors  before  the  commercial  judge  is 
then  called.  Proofs  of  debts  must  be  sent  in  at  least  three  days 
before  the  meeting,  so  that  the  public  accountant  may  examine 
them  and  advise  the  judge  to  accept  or  reject  the  claims.  Proofs 
may  be   admitted   by  the  judge   at   any   time   before   the   complete 
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closing  of  the  bankruptcy.  When  sending  claims,  American  and 
foreign  creditors  should  also  give  a  power  of  attorney  to  a  local 
lawyer  or  representative,  authorizing  him  to  act  for  the  creditor  in 
all  matters  relating  to  the  bankruptcy.  This  power  of  attorney 
should  be  certified  by  the  Argentine  consul  in  the  town  or  district 
where  the  creditor  carries  on  business. 

During  the  bankruptcy  proceedings  the  debtors  are  allowed  to 
^manage    and    continue    their    business,    and    meanwhile    no    execu- 
tions can  be  issued  against  the  property.     The  bankruptcy  may  be 
settled  in  any  of  the  following  ways: 

(1)  By  an  arrangement  with  the  creditors,  for  payment  of  a 
fixed  portion  of  the  debts  within  a  stated  time.  This  requires  th« 
consent  of  two-thirds  of  the  creditors  at  the  meeting,  representing 
75%  of  the  claims  admitted,  or  75%  of  the  creditors  representing 
two-thirds  of  the  admitted  claims.  Only  unsecured  creditors  may 
vote. 

(2)  The  debtor  may  make  a  "concordato"  by  delivering  all  his 
property  to  the  creditors  for  realization,  and  for  division  of  the 
proceeds  amongst  them  in  full  settlement. 

(3)  The  creditors  may  refuse  to  accept  either  an  arrangement 
or  a  "concordato,"  and  may  have  the  debtor  declared  bankrupt. 
They  must  then  appoint  one  or  more  liquidators  to  realize  and  dis- 
tribute the  debtor's  estate.  The  liquidators  are  usually  selected 
from  a  list  of  public  accountants  drawn  up  by  the  commercial 
courts. 

The  dividends  in  bankruptcy  are  usually  small.  Auctioneer's 
fees  for  the  sale  of  property  average  10%,  and  the  liquidator's 
fees  are  about  2%.  A  trader  may  apply  for  his  discharge  (rehabili- 
tation) after  three  years  from  the  date  of  declaration  of  the 
bankruptcy,  provided  no  fraud  has  been  proved  against  him. 

Buenos  Aires  Stock  Exchange. — Buenos  Aires  is  the  capital  city 
of  Argentina.  It  has  a  population  of  1,700,000,  and  is  one  of  the 
richest  cities  in  the  world. 

A  very  large  business  is  done  on  the  Buenos  Aires  Stock  Ex- 
change. The  chief  securities  traded  are:  Argentine  National  Bonds 
and  "cedulas"  (certificates  to  bearer)  ;  loans  of  Buenos  Aires  and 
other  provinces,  loans  of  the  cities  of  Buenos  Aires,  Rosario  and 
Santa  Fe;  bonds  and  stocks  of  banks,  railroads,  tramways  (street 
railways)  and  ports;  freezing,  meat  packing,  and  exporting  com- 
panies; gas,  electricity,  water  and  drainage  companies;  timber 
(lumber)    and    agricultural    companies;    real    estate,    mortgage    and 
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insurance  companies;  telephone,  telegraph  and  radio-telegraph 
companies;  brewing,  manufacturing  and  trading  companies. 

Many  of  the  companies  carrying  on  business  in  Argentina  have 
been  formed  with  British,  French,  Italian  and  American  capital, 
and  the  companies  have  been  incorporated  abroad.  Their  securi- 
ties are  largely  traded  on  the  Buenos  Aires  Stock  Exchange  with 
those  of  domestic  corporations.  Argentine  investments  yield  a  good 
average  return,  and  the  country  is  growing  rapidly  in  population 
and   wealth. 

In  quotation  lists  a  price  followed  by  "m/n"  means  "moneda 
nacional"  or  paper  pesos;  "o/s"  means  "oro  sellado,"  or  gold  pesos. 

AUSTRIA 

The  commercial  language  is  German.  The  money  used  is  the 
krone,  having  an  exchange  value,  in  ordinary  times,  of  20.3  cents. 

Corporation  Law. — The  Austrian  company  law  is  the  same  as 
that  of  Germany.  The  present  law  is  contained  in  the  articles  207 
to  249  of  Part  III.  of  the  general  German  commercial  code,  (Allge- 
meine  Deutsche  Handelsgesetzbuch)  of  the  edition  which  was  used 
in  Germany  up  to  the  year  1900. 

Stock  corporations  require  authorization  of  their  incorporation 
from  the  Ministry  of  the  Interior  and  the  local  courts.  If  corpora- 
tions offer  their  shares  and  bonds  to  the  public,  they  may  obtain 
temporary  certificates  authorizing  them  to  carry  on  business  for 
twelve  months  so  as  to  enable  them  to  obtain  the  subscription  of 
their  capital.  Full  disclosure  is  required  of  all  contracts  with 
vendors  and  promoters,  the  details  of  formation,  and  the  capital 
subscribed  and  paid  in.  Inspectors  are  appointed  to  report  to  the 
government  on  the  details  submitted,  which  must  also  be  filed  at 
the  local  Chamber  of  Commerce,  for  public  inspection.  Authoriza- 
tion for  the  incorporation  is  always  granted  if  the  articles  and  by- 
laws are  in  accordance  with  the  Austrian  laws.  Companies  formed 
for  banking,  for  building  or  for  operating  railways  or  canals,  and 
steamship  companies,  require  the  express  consent  of  the  government 
for  carrying  on  business.  Shares  must  not  be  sold  by  the  corpora- 
tion below  par. 

The  organization  fee  is  5%  of  the  authorized  capital.  Immov- 
able property  is  taxed  3  per  1,000  per  annum. 

Government  authorization  is  necessary  for  issuing  bonds  and 
debentures.  The  interests  of  bondholders  are  safeguarded  by  the 
nomination  of  one  or  more  trustees,  with  powers  of  supervision 
over  the  management  of  the  corporation. 
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Stock  Companies  which  have  been  formed  under  the  laws  of 
either  Austria  or  Hungary,  have  the  right  to  carry  on  business  and 
establish  branches  in  any  part  of  either  Austria  or  Hungary. 

Such  companies  must  be  registered  in  each  district  where  they 
have  business  houses,  and  they  must  have  a  resident  representative, 
in  each  place,  authorized  to  bind  the  company  by  his  undertakings. 

All  foreign  companies  and  firms  require  the  authorization  of 
the  Government  before  carrying  on  their  business  in  either  of  the 
two  countries  and  before  having  the  right  to  plead  in  the  Courts. 

The  special  laws  affecting  forfeign  companies  require  that  they 
shall  be  legally  incorporated  in  their  country  of  origin,  that  such 
country  grants  reciprocal  rights  to  Austrian  companies,  and  that 
the  objects  of  the  foreign  companies  are  not  against  Austrian  in- 
terests. The  permission  to  carry  on  business  may  be  granted  for 
either  a  limited  time  or  for  the  whole  term  for  which  the  company 
has  been  formed. 

Although  foreign  companies  have  no  legal  right  to  trade  without 
first  obtaining  the  consent  of  the  government,  their  corporate  exis- 
tence is  recognized,  even  before  they  are  registered  at  the  Registry 
of  Commerce,  this  registration  being  treated  as  a  formality,  and  not 
as  an  essential  condition  which  would  affect  the  legality  of  contracts 
entered  into  by  the  company  before  its  authorization  to  trade. 

A  foreign  company  is  required  to  publish  its  charter  or  articles 
and  by-laws,  or  its  memorandum  of  association  and  articles  in  the 
Austrian  legal  and  public  journals.  It  must  also  appoint  a  resident 
agent  and  file  and  advertise  notice  of  his  appointment.  The  com- 
pany must  be  registered  at  the  district  Registry  of  Commerce,  and 
the  particulars  filed  may  be  inspected,  free,  by  the  public.  Copies 
must  be  filed,  each  year,  of  the  company's  general  balance  sheet 
and  of  a  special  balance  sheet  showing  the  assets  and  liabilities  of 
the  Austrian  business,  and  the  minutes  of  the  annual  meetings. 

All  changes  in  a  partnership,  or  in  the  board  of  directors  of  a 
company,  must  be  registered. 

Foreign  companies,  partnerships,  and  merchants  are  liable  to 
taxes  on  the  business  carried  on  in  Austria. 

Austrian  laws  will  prevail  in  all  matters  relating  to  transactions 
in  Austria.  The  foreign  company  or  firm  is  required  to  enter  into 
an  undertaking  to  accept  Austrian  jurisdiction  in  such  matters  as  a 
condition  of  its  being  authorized  to  carry  on  business  in  Austria. 

The  names  of  agents  authorized  to  sign  documents  for,  or  to  act 
on  behalf  of,  a  foreign  firm,  by  virtue  of  a  power  of  attorney,  must 
be  registered  with  the  particulars  of  the  firm  or  company. 
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Income  Tax. — Corporations  with  capital  divided  into  shares  pay 
a  "profits  tax"  (Erwerbsteuer)  of  10%  of  their  annual  profits. 
If  no  profits,  or  less  than  1%  have  been  earned,  an  annual  tax  must 
be  paid  of  1  per  1,000  on  the  authorized  capital. 

Foreign  companies  pay  income  tax  of  20%  on  the  profits  made 
from  the  business  done  in  Austria.  In  addition  to  the  taxes  named, 
the  government  also  collects  further  taxes  of  10%  levied  by  the 
provinces,  these  being  similar  to  the  state  income  taxes  of  the 
U.  S.  A. 

There  is  an  excess  profits  tax  of  an  extra  10%  on  the  profits  of 
corporations  paying  dividends  over  10%  per  annum. 

Foreign  sole  traders  and  partnerships  pay  from  2%  to  5%  on 
their  net  Austrian  profits,  plus  an  income  tax  ranging  from  2%  to 
30%  on  the  gross  Austrian  profits. 

Special  Property  Tax. — By  a  law  of  July  20,  1920,  an  ex- 
traordinary tax,  (Vermogensangabe)  was  levied  at  the  rate  of  15% 
of  the  value  of  the  property  of  every  Austrian  company.  This  was 
payable  once  only,  as  a  war  tax.  Companies  formed  since  that  date 
are  not  subject  to  the  tax. 

Bills  of  Exchange. — There  is  a  tax  on  inland  (domestic)  bills 
of  ^%  if  issued  for  less  than  6  months,  or  1%  for  longer  terms. 
Bills  issued  abroad  pay  %%  if  for  less  than  12  months,  and  1%  for 
longer  terms.    On  commercial  drafts  and  bonds  the  tax  is  %%. 

Terms  Used  in  Austria. — Handelsregister. — Commercial  register 
of  firms.  Genossenschaften. — Associations.  Handelsgesellschaften, 
(Offene  Gesellschaften). — Partnerships.  Gesellschaften  mit  besch- 
rankter  Haftung. — Private  limited  companies.  Kommanditgesell- 
schaften. — Partly  limited  partnerships.  Kommanditgesellschaften 
auf  Aktien. — Partly  limited  partnerships  with  share  capital.  Aktien- 
gesellschaften. — Public  limited  companies.  Erwerbs-und-Wirt- 
schaftsgenossenschaften. — Co-operative  societies.  Prokuristen. — 
Persons  to  whom  powers  of  attorney  are  granted. 

VIENNA  STOCK  EXCHANGE 

There  are  two  sessions  per  day — namely,  10  to  11  a.  m.,  and  12.30 
to  2.15  p.  m.,  for  the  official  market.  The  unofficial  market  is  open 
from  11.15  a.  m.  to  245  p.  m.  The  public  is  not  allowed  admission. 
There  are  both  official  and  non-official  brokers,  but  only  bargains 
made  by  the  official  brokers  are  quoted.  The  government  has  the 
right  to  examine  the  accounts  of  brokers.  Calls  are   dealt  in  for  the 
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following  day,  for  8  days,  and  for  one  month.  There  are  two  settle- 
ments per  week,  on  Tuesdays  and  Fridays.  Dealings  are  as  at 
Berlin. 

The  buyer  and  the  seller  each  pay  half  of  the  brokerages. 

The  official  quotations  of  securities  are  granted  by  the  Ministry 
of  Finance,  on  the  recommendation  of  the  Stock  Exchange  Commit- 
tee. The  tax  payable  on  admission  of  the  quotation  is  1/lOth  of  1%, 
on  the  nominal  values,  for  both  Austrian  and  foreign  companies. 

The  securities  traded  are:  Stocks  and  bonds  of  Austrian  and 
Hungarian  companies,  Austrian  and  Hungarian  government  bonds, 
stocks  and  bonds  of  the  large  Vienna  banks,  the  Siidbahn-Gesell- 
schaft  (South  Austrian  Railroad  Co.),  the  Donau-DampschiflFahrts- 
Gesellschaft  (Danube  Steamship  Co.),  and  stocks  of  large  mining 
companies,  such  as  the  Alpine  Montan-Gesellschaft. 

BRAZIL 

The  capital  of  the  Republic  is  Rio  de  Janeiro.  The  language  of 
the  country  is  Portuguese,  but  business  men  usually  also  know 
Spanish,  English  and  French. 

Currency. — Money  is  reckoned  in  paper  milreis;  a  milreis  con- 
sists of  1,000  reis;  a  "conto"  is  1,000  milreis.  Prices  are  reckoned 
in  paper  milreis  of  the  par  value  of  32.45  cents.  For  prices  quoted  in 
milreis,  the  figures  written  to  the  right  of  the  $  mark  are  reis;  fig- 
ures to  the  left  are  milreis;  thus,  lOj^  milreis  would  be  written 
10$500. 

Agencies. — American  and  foreign  firms  have  full  liberty  of 
trading  direct  with  Brazilian  firms  without  being  required  to  reg- 
ister. If  a  traveler  is  sent,  he  should  be  provided  with  a  power  of 
attorney,  which  should  be  certified  by  a  Brazilian  Consul  in  the 
country  where   it  was  issued. 

If  a  resident  agent  is  appointed,  he  may  declare  himself  as  the 
agent  of  the  foreign  firm,  but  all  business  must  be  done  in  his  own 
name;  he  is  taxed  personally  on  the  profits  of  the  business  done 
for  his  foreign  principals. 

Foreign  Partnerships. — These  have  no  legal  standing  in  Brazil; 
they  cannot  be  registered  under  Brazilian  law.  If  one  partner  in 
a  foreign  partnership  carries  on  business  in  Brazil,  for  his  firm,  he 
must  have  a  full  and  complete  general  power  of  attorney,  certified 
by  a  Brazilian  Consul  abroad,  in  order  to  bind  his  partners  by  his 
acts  in   Brazil.     A  better  method  would  be  for  the  partnership  to 
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form  a  private  corporation,  under  American  or  other  foreign  law, 
for  the  Brazilian  trade  only,  and  to  have  it  registered  in  Brazil  as  a 
foreign  corporation. 

Either  a  sole  trader  or  a  partnership  may  register  a  trade  name, 
and  so  acquire  a  goodwill  and  recognition  by  the  public.  Legal 
protection  is  given  to  such  registrations. 

Corporation  Laws. — Under  Brazilian  laws,  domestic  and  foreign 
corporations  are  practically  treated  alike,  but  the  taxation  is  gen- 
erally lighter  for  domestic  corporations. 

For  incorporation  of  a  domestic  corporation  under  Brazilian 
law,  seven  subscribers  are  required,  and  the  number  of  stockholders 
must  not  fall  below  this  number  for  more  than  six  months,  or  the 
corporation  is  liable  to  be  dissolved. 

The  capital  stock  must  be  subscribed  in  full,  but  part  or  all  of 
the  shares  may  be  issued  in  payment  for  real  or  personal  property, 
or  for  rights  and  privileges.  The  valuation  is  at  the  discretion  of 
the  auditors  for  the  stockholders,  who  are  appointed  at  the  first 
general  meeting.  The  report  of  the  auditors  as  to  the  valuation 
must  be  presented  to,  and  approved  by,  a  second  meeting  of  the 
stockholders,  specially  called  for  that  purpose  by  advertisement. 
The  by-laws  of  the  corporation  are  also  submitted  to  the  second 
meeting;  on  resolutions  being  passed  for  their  approval,  and  for 
the  approval  of  the  valuation  of  the  property  to  be  paid  for  in 
shares  or  bonds,  the  corporation  is  legally  formed.  The  consent 
of  the  Brazilian  Government  to  the  incorporation  is  not  required, 
except  in  the  case  of  banks,  insurance  companies,  and  a  few  other 
classes  of  business  which  are  subject  to  special  laws.  The  stamp 
tax  on  incorporation,  payable  to  the  Federal  Treasury,  is  2  per  1,000 
on  the  authorized  capital. 

A  deposit  must  be  made  with  the  Federal  Treasury,  or  with  a 
bank  issuing  notes,  of  10%  of  the  declared  cash  capital  This  de- 
posit is  returned  a  few  weeks  later,  when  the  incorporation  for- 
malities are  completed.  The  following  documents  must  be  filed 
with  the  Board  of  Trade  of  Rio  de  Janeiro,  or  with  the  Board  of 
Trade  of  the  capital  of  the  Brazilian  state  where  the  company  is 
incorporated:  (1)  the  by-laws;  (2)  certificate  of  deposit  of  10% 
of  the  cash  capital;  (3)  minutes  of  two  incorporation  meetings; 
(4)  list  of  stockholders,  with  their  addresses  and  holdings  of  shares. 
These  documents  must  also  be  published  in  the  "Diario  Official" 
(Government  Gazette),  of  which  a  copy  must  be  filed  with  the  Reg- 
istrar of  Mortgages. 
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It  is  advisable  that  a  majority  of  the  stockholders  should  be 
resident  in  Brazil,  but  the  law  does  not  restrict  in  any  way  the 
holding  of  shares  by  foreign  persons  or  foreign  corporations.  The 
meetings  of  directors  and  stockholders  of  Brazilian  corporations 
must  be  held  in  Brazil,  and  the  books  must  be  kept  there,  in  the 
Portuguese  language.  Proxies  for  meetings  of  stockholders  cannot 
be  given  to  officials  of  the  company,  only  to  other  stockholders.  If 
issued  abroad,  the  proxies  must  be  certified  by  a  Brazilian  Consul 
of  the  district  where  issued.  The  costs  of  incorporation  are  as 
follow:  (1)  stamp  tax  on  the  capital,  2  per  1,000  on  the  authorized 
capital  (2  milreis  per  conto);  (2)  registration  with  the  Board  of 
Trade  (Junta  commercial),  50  to  80  milreis;  (3)  advertisement  of 
documents  in  the  "Diario  Official,"  400  reis  per  line  of  that  news- 
paper; (4)  bank  commission  for  handling  the  deposit  of  10%  of  the 
cash  capital;  the  commission  rate  is  V2%  on  capital  not  exceeding 
Rs.  50,000$000  (50  thousand  paper  milreis),  1/3  of  \%  for  capital 
over  50,000  but  not  exceeding  100,000  milreis.  For  higher  amounts 
the  directors  of  the  Bank  of  Brazil  fix  the  rate.  Corporations 
formed  in  any  of  the  States  of  Brazil  may  carry  on  business  in 
the  other  states  without  being  required  to  make  additional  registra- 
tions or  pay  further  fees. 

The  Federal  tax  on  corporations  is  5%  on  the  dividends  declared, 
whether  in  cash  or  stock;  profits  given  as  commissions  or  bonuses 
to  directors,  officers,  and   employees,  are  exempted  from  the  tax. 

The  State  of  Sao  Paulo  imposes  a  state  income  tax  on  corpora- 
tions, the  rate  varying  with  the  amount  of  the  profits. 

Foreign  Corporations. — Before  commencing  business  in  Brazil, 
copies  of  the  following  documents,  together  with  translations  into 
the  Portuguese  language  (legalized  by  a  Brazilian  Consul  abroad), 
must  be  registered  by  the  American  or  foreign  corporation  with  the 
Board  of  Trade  of  the  capital  of  the  Brazilian  state  where  it  carries 
on  business:  (1)  copy  of  the  charter  or  articles  of  incorporation; 
(2)  copy  of  the  by-laws;  (3)  original  or  certified  copy  of  the  deed 
of  incorporation,  showing  the  original  first  subscribers  and  the 
number  of  shares  subscribed  by  each;  (4)  special  power  of  attorney, 
issued  by  the  corporation,  giving  authority  to  an  agent  to  apply 
for  registration  in  Brazil  and  to  accept  any  changes  in  the  by-laws 
proposed  by  the  Brazilian  registration  officials;  (5)  general  power 
of  attorney  of  the  foreign  corporation  (in  duplicate)  appointing  a 
general  agent  of  the  corporation  in  Brazil;  (6)  certified  copy  of 
the  special  resolution  of  the  Board  of  Directors  of  the  corporation 
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authorizinjr  the  opening  of  a  branch  business  in  Brazil,  and  stating 
the  amount  of  capital  to  be  used  there. 

Unless  the  amount  of  capital  to  be  used  in  Brazil  is  stated,  the 
foreign  corporation  is  liable  to  be  taxed  in  Brazil  on  the  whole  of 
its  authorized  capital.  For  this  and  other  reasons,  it  is  generally 
preferable  to  form  a  subsidiary  company  abroad,  specially  for  the 
Brazilian  business,  the  stock  to  be  held  by  the  parent  corporation. 
In  such  a  case  the  document  No.  6  would  be  unnecessary,  as  the 
articles  of  incorporation  would  expressly  state  that  the  whole 
capital  was  to  be  used  for  the  Brazilian  business.  A  foreign  cor- 
poration registered  in  Brazil  needs  only  one  representative,  but  the 
power  of  attorney  appointing  him  should  give  him  sufficiently 
large  powers  to  deal  with  all  matters  connected  with  the  Brazilian 
operations;  unless  this  power  is  given,  the  Brazilian  registration 
may  be  refused. 

Costs  of  Registration. — The  following  are  the  expenses  of  regis- 
tration of  a  foreign  corporation:  (a)  stamp  tax  for  decree  of  au- 
thorization, 300  milreis;  (b)  stamp  tax  on  the  capital  to  be  used  in 
Brazil,  2  per  1,000  milreis  or  fraction,  at  the  current  rate  of  ex- 
change; (c)  registration  at  the  Board  of  Trade  of  the  Government 
decree,  the  by-laws  and  other  documents,  50  to  80  milreis;  (d) 
advertising  the  decree  and  other  documents  in  the  official  gazette, 
400  reis  per  line;  (e)  translation  of  documents  by  the  public  trans- 
lator, about  8  milreis  per  page  of  typewriting;  (f)  bank  commis- 
sion on  the  deposit  of  10%  of  the  capital;  \A%  on  a  total  capital  of 
50,000  milreis  or  less;  1/3%  over  50,000  and  up  to  100,000  milreis, 
over  this  sum  a  reduced  rate. 

Annual  Taxes  Payable  by  Foreign  Corporations.— (1)  Federal 
Government  tax  on  industries  and  professions,  varying  according 
to  the  class  of  business  and  where  carried  on,  maximum  160  milreis, 
minimum  20  milreis  for  cities,  half  these  rates  for  country  districts. 
(2)  Federal  tax  on  rental,  varying  with  the  district,  ranging  from 
5%  to  20%  of  the  annual  rent.  (3)  Federal  tax  of  200  milreis  per 
annum,  payable  by  each  joint  director  or  manager  of  a  corporation, 
residing  in  Brazil,  who  receives  remuneration  from  the  corporation; 
(4)  tax  on  the  manufacture  of  any  goods  subject  to  internal  reve- 
nue taxes,  such  as  textiles,  canned  goods,  cigars  and  cigarettes, 
alcoholic  liquors,  wall  paper  and  hardware;  (5)  municipal  license 
tax  of  the  federal  district,  at  the  rate  of  300  milreis  on  50,000  milreis 
or  less  of  authorized  capital,  and  ranging  up  to  Rs.  5,700  (milreis) 
on  Rs.  30,000,000;  (6)  sanitary  tax,  Rs.  5  per  month,  also  small  taxes 
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on  signs,  &c.;  (7)  tax  of  5%  on  the  profits  distributed  in  dividends; 
(8)  state  taxes  of  the  various  Brazilian  provinces  where  business 
is   carried  on. 

Rio  de  Janeiro  Stock  Exchange. — This  Stock  Exchange  does  a 
large  business  in  the  stocks  and  bonds  of  Brazilian  and  British  com- 
panies formed  to  develop  Brazilian  enterprises.  Brazilian  law 
applies  to  the  management  of  the  domestic  companies  but  the 
British  corporation  laws  regulate  the  management  and  powers  of 
the   British  companies. 

The  shares  of  the  British  companies  are  usually  of  £1  par  and 
the   bonds    £100   par. 

Dealings  on  the  Rio  de  Janeiro  Stock  Exchange  are  chiefly 
in  stocks  and  bonds  of  the  following  kinds  of  companies — steam- 
ship companies,  for  trading  on  the  Amazon  and  other  Brazilian 
rivers,  as  well  as  for  Atlantic  traffic;  mining  companies  for  gold, 
manganese,  copper,  diamonds,  iron,  coal,  graphite,  and  a  large 
variety  of  other  metals  with  which  the  country  abounds;  coffee 
growing,  wild  rubber  gathering,  tobacco,  cocoanut,  sugar  and 
bean  plantation  companies;  cattle  raising,  meat  packing  and  export- 
ing companies,  and  jute  and  cotton  mills. 

BULGARIA 

The  money  of  Bulgaria  is  the  same  as  that  of  France,  but 
the  franc  is  called  a  "leva,"  and  the  centime  is  a  "stotinki."  The 
"leva"  has  a  par  value  of  19.3  cents. 

Corporation  Law. — In  1856,  the  Turkish  Government  adopted 
the  French  Commercial  Code  as  the  laws  to  apply  to  its  Balkan 
territories,  and  these  laws  continued  in  force  until  January  1,  1898. 
The  present  laws  respecting  corporations  are  the  "Targowsld 
Sakon"  of  May  19,  1897,  published  January  12.   1898. 

The  commercial  code  applies  only  to  traders  and  to  business 
transactions,  the  civil  law  applies  to  all  other  persons  and  deal- 
ings. Both  these  codes  of  laws  follow  very  closely  the  French 
laws,  which  are  explained  in  the  French  section  of  this  book. 

Directors  and  auditors  must  be  appointed  by  the  stockholders  in 
general  meeting. 

Any  minority  of  stockholders  has  the  right  to  appeal  to  the 
courts  against  any  resolution  passed  at  a  general  meeting.  The 
court  may  then  appoint  special  inspectors  to  check  the  acts  of  the 
management  in  the  interests  of  the   minority. 
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Foreign  Corporations. — Companies  which  have  their  headquar- 
ters out  of  Bulgaria  are  considered  to  be  foreign  companies. 

They  must  be  legally  incorporated  in  the  country  of  origin. 
Before  commencing  business,  they  must  comply  with  the  company 
laws  of  Bulgaria  as  to  the  publication  and  registration  of  the  de- 
tails of  their  capital,  etc.,  the  appointing  of  a  local  board  of  direc- 
tors composed  of  Bulgarian  subjects,  advertisement  of  annual  bal- 
ance sheets,  and  the  keeping  of  trading  books  in  Bulgaria. 

Powers  of  attorney  granted  to  any  person  for  management, 
or  for  signing  in  Bulgaria  on  behalf  of  a  foreign  firm  or  company, 
must  be  registered,  also  any  changes  or  withdrawals  of  authority. 

In  the  case  of  landed  property  of  a  foreign  company  situated 
in  Bulgaria,  the  Bulgarian  law  alone  applies  to  it,  not  the  laws  of  the 
country  in  which  the  company  was  registered. 

CHILE 

The  commercial  language  is  Spanish  and  the  laws  are  based  on 
those  of  Spain.  The  money  used  is  the  peso;  a  gold  peso  is  worth 
36.5  cents.  The  common  currency  is  the  paper  peso,  worth  about 
19.3  cents. 

Foreign  Corporations. — AH  foreign  firms  require  the  permissioa 
of  the  President  of  the  Republic,  before  they  may  commence  trad- 
ing by  opening  branches  or  factories.  This  permission  must  be 
published  in  the   Official  Gazette. 

Partnerships  and  companies  must  register  full  details  of  their 
constitution. 

A  foreign  firm  appointing  an  agent  to  sell  its  goods  on  com- 
mission does  not  need  to  register  but  the  agent  must  register  his 
own  business  as  a  commission  agent. 

CHILEAN  STOCK  EXCHANGES 

There  are  two  important  Stock  Exchanges  (bolsas)  in  Chile, — 
Santiago  and  Valparaiso.  Chilean  Government  bonds  are  largely 
held  in  Britain,  Germany,  France,  Belgium  and  Holland,  where 
the  loans  were  originally  subscribed.  American  capital  has  been 
chiefly  invested  in  mining  companies. 

Valparaiso  Stock  Exchange. — The  amount  of  business  done  an- 
nually averages  3,700,000  shares  and  53,000,000  pesos  worth  of 
bonds. 
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The  dealings  are  chiefly  in  the  stocks  and  bonds  of  local  banks; 
pastoral  and  cattle-raising  companies;  gas,  insurance,  and  shipping 
companies;  nitrate,  Bolivian  tin,  copper  and  coal  mining  companies; 
and  a  variety  of  industrial  stocks.  Many  of  the  industrial  com- 
panies have  been  incorporated  as  British  limited  companies,  the 
capital  having  been  subscribed  in  Great  Britain.  The  shares  of 
these  companies  are  usually  of  £1  each,  and  the  British  corpora- 
tion laws  regulate  their  management. 

Business  in  recent  years  has  been  good,  and  Chilean  securities 
have  largely  increased  in  market  values. 

The  shares  in  the  corporation  owning  the  Valparaiso  Stock 
Exchange  building  (Bolsa  de  corredores),  of  a  par  value  of  1,000 
paper  pesos,   sell  around   100,000  paper  pesos   each. 

Santiago  Stock  Exchange. — The  annual  business  done  averages 
three  million  shares  and  over  eighty  million  pesos  in  bonds.  The 
corporation  owning  the  Stock  Exchange  building  makes  large  pro- 
fits; its  shares,  of  a  par  value  of  1,000  paper  pesos,  sell  around 
60,000  pesos  each. 

The  stocks  and  bonds  traded  are  similar  to  those  of  the 
Valparaiso  Stock  Exchange. 

CHINA 

The  commercial  languages  are  Chinese,  English  and  French. 
The  money  is  the  "tael,"  which  is  a  unit  of  weight  for  silver.  This 
unit  varies  in  weight  and  value  in  the  different  districts,  and  its  ex- 
change value  fluctuates  according  to  the  market  price  for  silver. 

Corporation  Laws — Domestic  and  Foreign  Companies. — This 
country  is  at  present  undergoing  a  process  of  consolidation,  fol- 
lowing the  formation  of  the  Chinese  Republic. 

The  railways  which  are  now  being  constructed  with  Chinese 
capital  will,  after  a  time,  bring  the  whole  of  the  country  under 
the  control  of  the  central  government.  Meanwhile  there  is  no 
Chinese  corporation  law  in  force.  As  the  effect  of  treaties  made 
by  foreign  nations  with  China,  every  foreign  company  carrying  on 
business  in  China  is  subject  to  the  laws  of  the  country  where  it 
was  incorporated.  An  American  company  is  therefore  subject 
solely  to  the  laws  of  the  American  state  where  it  was  incorporated. 

American  business  firms  have  full  liberty  to  trade  in  China  with- 
out being  subject  to  Chinese  jurisdiction.  They  are  under  the  pro- 
tection of  the  U.  S.  Consulates.  Complaints  are  made,  however,  by 
American    business    men    that,    owing    to    American    companies    being 
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incorporated  under  state  laws  (instead  of  under  a  federal  corpora- 
tion law),  there  is  difficulty  in  obtaining  credit  from  banks  in  China. 
Chinese  capitalists  are  also  disinclined  to  invest  in  American  com- 
panies, owing  to  the  known  diversity  of  the  state  laws  under  which 
they  are  incorporated,  and  the  absence  of  exact  knowledge  of 
those  laws. 

COLOMBIA 

The  commercial  language  is  Spanish.  The  money  used  is  the 
paper  peso  or  dollar,  worth  one  cent  at  par.  There  is  also  a  $5 
gold  piece,  called  the  "Colombian  pound,"  worth  the  same  as  the 
British  pound  sterling,  namely,  $4.8665.  One  gold  peso  has  a  fixed 
value  of  500  paper  pesos.    The  premium  on  gold  is  therefore  9900%. 

Foreign  sole  traders  need  not  register,  except  for  certain  special 
trades. 

All  foreign  partnerships  and  companies  must  register  within  six 
months  from  the  commencement  of  business,  and  they  must  also 
appoint  an  agent  resident  in  Colombia,  and  file  a  copy  of  his  power 
of  attorney.     All  changes  must  be  registered. 

The  law  of  Colombia  is  chiefly  based  on  the  French  Code,  ex- 
plained in  the  French  section,  to  which  the  reader  is  referred. 

Terms  Used  for  Firms. — Sociedad  colectiva  r-Ordinary  partner- 
ship; Sociedad  en  comandita — Partly  limited  partnerships;  Socios 
coUectivos — Working  partners,  general  partners  in  limited  partner- 
ships; Socios  comanditarios — Sleeping  partners,  capitalist  partners 
in  limited  partnerships ;  Sociedad  anonima — Limited  company,  stock 
corporation;  Poder — Power  of  attorney. 

CONGO  FREE  STATE 
(Belgian) 

The  commercial  language  is  French,  and  the  money  used  is  the 
Belgian  franc,  having  a  par  value  of  19.3  cents. 

The  Belgian  laws  apply  to  this  territory  (see  special  Belgian 
section  in  this  book). 

Foreign  companies  are  considered  to  be  those  which  are  legally 
incorporated  abroad,  and  which  have  their  headquarters  out  of  the 
Congo  Free  State. 

They  may  carry  on  occasional  trade  without  any  legal  or  other 
formalities  and  without  special  permission,  having  full  legal  rights. 

Firms  or  companies  which  have  a  place  of  business  or  a  branch 
or  agency  in  the  Congo,  must  comply  with  certain  legal  formalities 
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and  must  file  and  advertise  particulars  of  their  objects,  the  names 
and  responsibility  of  the  partners,  the  amount  of  the  share  capital 
subscribed,  the  length  of  time  for  which  the  firm  has  been  formed, 
details  of  assets  brought  in  by  the  partners  or  founders,  the  situa- 
tion of  the  headquarters  or  registered  office,  and  the  names  of  the 
managers  in  the  Congo  Free  State,  or  other  persons  authorized 
to  sign  on  behalf  of  the  foreign  firm. 

Copies  of  the  partnership  agreement,  or  of  the  charter  or  ar- 
ticles of  the  company,  must  be  registered  at  the  Law  Courts  and 
published  in  the  Supplement  to  the  Official  Gazette. 

A  foreign  company  or  firm  has  the  same  legal  rights  as  an  in- 
dividual belonging  to  the  same  nationality,  but  no  foreign  limited 
company  may  open  branches  or  agencies  in  the  Congo  Free  State 
unless  it  has  first  obtained  a  decree  authorizing  it  to  do  so. 

No  foreign  firm  may  own  more  than  10,000  hectares  of  land  in 
the  Congo  Free  State  without  special  permission. 

COSTA  RICA 

The  language  of  the  country  is  Spanish.  The  currency  is  based 
on  the  gold  colon,  or  "colon  oro,"  of  100  centavos,  worth  approxi- 
mately 50  cents.  The  par  value  of  the  United  States  dollar  is  al- 
most 2.15  colones.  Very  few  gold  coins  are  in  circulation,  the 
money  used  is  paper. 

There   are   no   stock   exchanges   in   Costa   Rica. 

Corporation  Laws,  &c. — These  follow  the  Spanish  laws,  as  re- 
gards the  recognition  of  ordinary  and  special  (limited)  partner- 
ships, and  of  stock  corporations  with  limited  liability  of  stock- 
holders. 

A  domestic  corporation  is  formed  by  a  deed,  which  must  be 
filed  in  the  Public  Registry;  a  summary  of  it  must  be  published  m 
the  official  gazette. 

The  articles  of  association  (charter  or  articles  of  incorporation) 
must  state  the  following:  (a)  the  name  of  the  corporation,  and  the 
addresses  of  the  chief  office  and  every  branch;  (b)  the  nature  of  its 
business;  (c)  the  duration  of  the  corporation;  (d)  the  authorized 
capital  and  kind  and  quantity  of  shares,  which  must  be  of  equal 
value  and  not  less  than  50  colones  ($25  each);  (e)  the  amounts  sub- 
scribed and  paid  in,  and  the  time  allowed  for  completion  of  pay- 
ment; (f)  description  of  the  kinds  of  shares,  which  may  be  either 
registered  or  certificates  to  bearer;  (g)  the  quantities  of  each  kind 
and  any  conversion  rights;  (h)  the  by-laws  respecting  inventories, 
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dividends,  borrowing  and  financing;  (i)  the  number,  and  the 
duties,  of  directors  and  managers;  (j)  powers  reserved  to  the 
stockholders  in  general  meeting  and  the  regulations  as  to  voting 
and  proxies;  (k)  amount  of  profits  to  be  appropriated  to  the  for- 
mation of  a  reserve  fund;  (1)  method  of  issuing  notices,  by  the  cor- 
poration; (m)  regulations  as  to  the  liquidation  of  the  company  and 
repayment  of  capital. 

The  whole  of  the  stock  capital  must  be  subscribed,  and  at  least 
20%  paid  in  cash,  before  the  corporation  may  legally  begin  busi- 
ness. Profits  or  advantages  to  be  given  to  the  promoters  of  the 
corporation  must  be  voted  on  by  the  first  general  meeting  of  stock- 
holders, which  may  reduce  or  cancel  them.  There  must  be  at  least 
five  directors,  who  may  appoint  an  executive  committee  of  one  or 
more.  Directors  who  are  named  in  the  articles  of  incorporation 
hold  office  for  two  years;  those  appointed  at  general  meetings  hold 
office  for  four  years.  They  may  be  re-elected.  General  meetings 
of  stockholders  must  be  held  within  six  months  after  the  close  of 
the  trading  year,  v/hen  trading  accounts  and  balance  sheets  must  be 
presented,  certified  by  elected  auditors. 

Assets  must  be  valued  at  not  more  than  their  present  prices, 
and  bad  debts  must  be  written  off;  5%  of  the  annual  profits  must 
be  carried  to  a  reserve  fund,  until  it  amounts  to  10%  of  the  total 
authorized  capital.  Stockholders  must,  at  their  general  meeting, 
elect  a  vigilance  committee  of  three  or  more  stockholders  or  out- 
siders, to  supervise  the  management  of  the  corporation.  Proxies 
for  meetings  cannot  be  given  to  officers  or  agents  of  the  corpora- 
tion or  members  of  the  vigilance  committee.  For  voting  purposes, 
each  share  up  to  ten  counts  one  vote,  with  one  vote  for  each  addi- 
tional five  up  to  100  shares,  and  one  vote  for  every  additional  ten 
shares. 

Foreign  Corporations. — American  and  foreign  corporations  wish- 
ing to  register  in  Costa  Rica  are  required  to  change  their  charter 
or  articles  of  incorporation  to  show  that  their  domicile  will  be  in 
Costa  Rica.  They  must  also  have  their  charter  or  articles  trans- 
lated into  Spanish;  all  signatures  to  be  certified.  Summaries  of 
the  charter  and  articles,  with  other  details,  must  be  published  in 
the  official  gazette  and  filed  in  the  public  registry. 

Instead  of  doing  this,  it  is  a  better  plan  to  do  business  through 
an  agent,  or  to  form  a  small  local  corporation,  under  the  laws  of 
Costa  Rica,  for  the  business  done  in  that  country;  the  shares  to  be 
held  by  the  parent  company. 
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Taxes. — There  are  no  annual  franchise,  income,  or  excess  profits 
taxes,  but  all  manufacturing  and  trading  concerns  must  pay  2% 
on  the  monthly  total  of  their  sales.  Bills  of  Exchange,  with  docu- 
ments, are  taxed  ^0.20,  (10  cents).  There  are  no  other  taxes  on 
commercial  documents. 

CUBA 

The  commercial  language  is  Spanish.  There  is  no  national  Cuban 
money;  U.  S.  paper  dollars  and  $5  gold  pieces  (called  "pesos")  being 
used. 

Corporation  Laws. — This  territory  formerly  belonged  to  Spain, 
and  Spanish  laws  still  apply  as  regards  corporations  and  commercial 
affairs  generally.  These  laws  are  explained  in  the  special  section  for 
Spain. 

American  and  Foreign  Firms. — The  registration  of  sole  traders 
and  partnerships  is  optional. 

Stock  corporations  must  register  full  details  of  their  constitution 
and  capital,  and  any  changes. 

The  names  of  local  ^managers  must  be  registered  and  copies  of 
their  powers  of  attorney  must  be  filed. 

CZECHO-SLOVAKIA 

The  money  used  is  the  crown,  nominally  worth  20.3  cents,  but 
at  present  quoted  much  below  this  rate. 

Corporation  Laws. — This  new  republic,  formed  out  of  part  of  the 
territories  previously  governed  by  Austria,  has  not  yet  adopted  new 
partnership  and  corporation  laws.  The  former  Austrian  laws  re- 
main in  force.  They  are  practically  the  same  as  the  German  partner- 
ship and  corporation  laws  of  the  original  code  in  force  in  Germany 
until  their  revision  in   1900. 

The  present  laws  in  Czecho-Slovakia  are:  (a)  the  general  com- 
mercial code  of  December  16,  1862,  regulating  general  partnerships, 
stock  corporations,  commandite  companies  and  joint  stock  command- 
ite companies;  (b)  the  law  of  April  9,  1873,  regulating  co-operative 
societies;  (c)  the  law  of  March  6,  1906,  regulating  all  companies  hav- 
ing limited  liability  of  stockholders.  This  last  law  permitted  the 
formation  of  limited  partnerships  (Gesellschaft  mit  beschrankter 
Haftung,  G.m.b.H.).  Incorporation  fees  are  about  1%  on  the  au- 
thorized capital 
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Foreign  Corporations. — Equal  rights  and  privileges  with  domes- 
tic corporations  are  granted  to  all  foreign  business  corporations 
subject  to  the  following  conditions:  (1)  that  the  country  of  the 
foreign  corporation  grants  similar  trading  privileges  to  corporations 
formed  under  the  laws  of  Czecho-Slovakia;  (2)  that  the  foreign 
corporation  undertakes  to  obey  the  laws  of  Czecho-Slovakia  for 
business  done  in  its  territories;  (3)  that  the  business  of  the  foreign 
corporation  is  such  as  would  be  permitted  for  domestic  corporations; 
(4)  that  the  foreign  corporation  appoints  a  resident  agent,  with  full 
authority  to  assume  all  obligations  of  the  corporation  as  regards 
business  done  in  Czecho-Slovakia,  and  with  power  to  represent  the 
foreign  corporation  before  the  courts  of  the   State. 

Registration  of  Foreign  Firms. — American  and  foreign  traders 
and  firms  may  do  business  direct  with  the  state,  by  correspondence 
or  by  travelling  salesmen,  or  through  agents,  without  being  required 
to  register,  but  if  a  branch  or  a  permanent  office  is  opened  by  a 
foreign  partnership  or  corporation,  it  must  register.  The  registra- 
tion must  be  made  at  the  commercial  registry  of  the  circuit  court 
(krajsky)  of  each  district  where  a  branch  is  established.  A  foreign 
corporation  must  obtain  a  trading  permit  from  the  Ministry  of 
the  Interior  (Department  of  the  Secretary  of  State).  The  registra- 
tion fees  are  low,  and  are  based  on  the  capital  to  be  used  within 
the  state. 

Annual  Returns. — Partnerships  must  file  annual  statements  of 
their  profits  on  the  business  done  within  the  state.  Corporations 
must  file  annual  trading  accounts  and  balance  sheets  of  their 
branches  in  the  state. 

The  stock  of  corporations  formed  under  the  laws  of  Czecho- 
slovakia may  be  held  entirely  abroad,  with  the  exception  that  the 
stock  of  shipping  companies  must  be  owned  entirely  by  citizens  of 
the  state. 

Taxes  on  Corporations.— Domestic  corporations  are  subject  to 
the  following  taxes:  (Foreign  corporations  pay  the  same  taxes, 
but  only  on  the  business  done  within  the  state.)  (1)  all  stock 
corporations,  having  a  capital  of  1,000,000  crowns  or  over,  pay  an 
annual  income  tax.  This  tax  is  graded,  from  4%  on  total  profits 
of  100.000  crowns  up  to  10%  on  profits  of  600,000  crowns  or  more; 
(2)  for  the  year  1920  a  war  surtax  was  charged,  adding  from  80% 
to  150%  on  the  income  tax,  according  to  the  rate  of  net  profit 
earned  on  the  capital  invested. 
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Partnerships  and  small  companies  are  also  taxed,  but  at  lower 
rates.    There  are  no  annual  franchise  taxes  of  any  importance. 

Stock  Exchange. — Admission  of  foreign  securities  to  official 
quotation  on  the  Belgrade  Stock  Exchange  requires  the  consent  of 
the  Government,  and  the  payment  of  stamp  taxes  in  advance. 
Sales  and  transfers  are  taxed  at  the  rate  of  2/lOths  of  1%  for 
banking  commission.     The  broker's  commission  is   ]/^%. 

Taxes  on  Bills  of  Exchange. — Foreign  bills,  if  maturing  within 
twelve  months,  are  taxed  four  crowns  for  each  3,000  crowns  or 
fraction.  If  the  currency  of  the  bills  is  twelve  months  or  longer, 
the  tax  is  eight  crowns  for  each  1,600  crowns  or  fraction,  plus  a 
stamp   duty  of   ten   hellers. 

DENMARK 

The  languages  used  for  business  are  Danish  and  German.  The 
Hnit  of  money  is  the  crown  or  "krone"  of  100  ore.  The  exchange 
value  of  the  krone  at  par  is  26.8  cents.  Denmark,  Sweden  and 
Norway  have  formed  a  monetary  union,  with  uniform  coinage. 

There  are  no  special  corporation  laws  in  the  kingdom  of  Den- 
mark, and  there  is  no  distinction  made  between  civil  and  commer- 
cial corporations.  The  limitation  of  the  liability  of  stockholders 
is  recognized  as  legal,  provided  that  creditors  have  notice  of  the 
limitation. 

A  binding  notice  of  limited  liability,  which  applies  to  all  credi- 
tors, is  given  by  the  registration  of  a  corporation  or  limited  partner- 
ship in  the  Registry  of  Commerce  of  each  district  in  which  it  has 
an  office  or  a  permanent  address. 

A  summary  of  the  details  registered  is  also  advertised  in  the 
Official  Government  Gazette  (Berlingske  politiske  og  Avertissement 
stidende). 

Sole  traders  are  not  required  to  register  unless  they  carry  on 
business  in  other  than  their  own  true  names. 

All  partnerships,  limited  partnerships,  and  corporations,  must 
register  in  each  district  in  which  they  carry  on  business. 

The  details  to  be  registered  by  a  corporation  are:  (1)  date  of 
the  incorporation;  (2)  nature  of  the  business;  (3)  address  of  the 
head  office  or  branch  office  in  Denmark;  (4)  amount  of  total  capital 
and  how  divided  into  shares;  (5)  whether  shares  are  registered  or 
bearer  certificates,  and  their  quantities  and  par  values;  (6)  amounts 
paid  in,  and  dates  of  payment  of  any  balance  unpaid;  (7)  whether 
the  by-laws  require  notices  to   stockholders  to  be  advertised,  and 
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in  which  newspapers;  (8)  names  and  addresses  of  directors  and 
of  persons  authorized  to  sign  on  behalf  of  the  corporation.  Copies 
of  the  articles  of  incorporation  and  the  by-laws,  and  of  the  resolu- 
tions giving  authority  to  directors  and  managers,  must  be  filed 
with   the   other  details. 

Foreign  Corporations. — No  declarations  as  to  the  validity  of 
their  incorporation  are  required  from  foreign  companies;  they  are 
presumed  to  have  been  legally  formed.  They  have  the  same  rights 
in  the    Courts  as    Danish    firms. 

A  foreign  firm  cannot  carry  on  any  ordinary  business  which  is 
subject  to  a  trading  tax  unless  it  is  of  Danish  nationality,  or  it  has 
been  established  five  years  in  Denmark,  or  unless  special  treaties 
have  given  it  particular  privileges  or  there  are  special  treaty  rights 
for  companies  belonging  to  the  country  where  it  was  incorporated. 

The  requirement  as  to  residence  is  impossible  of  fulfilment 
to  companies  registered  out  of  Denmark.  It  is  better,  therefore, 
for  a  foreign  company  not  to  establish  a  branch,  but  to  allow  a 
Danish  citizen  to  act  as  its  agent  and  to  be  assessed  for  the  trading 
tax   in   his   own   name. 

Full  details  respecting  any  firm  opening  a  Danish  branch  must 
be  filed  at  the  local  Registry  of  Commerce  and  advertised;  such 
details  are,  the  amounts  of  its  capital  and  whether  divided  into 
shares,  the  names  and  addresses  of  the  partners  or  directors,  par- 
ticulars   of  all    Danish  branches,   etc. 

Every  firm  wilfully  neglecting  to  make  and  file  such  declaration 
is  liable  to  a  fine  of  from  5  to  500  kroner. 

Powers  of  attorney,  for  acts  to  be  done  or  documents  to  be 
signed  in  Denmark,  must  be  registered  and  also  any  changes  or 
withdrawals. 

Sole  traders  need  not  be  registered  unless  they  are  trading  under 
other  than  their  own  names. 

EGYPT 

Egypt  Avas  formerly  a  part  of  the  territories  nominally  governed 
by  Turkey.  At  present,  Egypt  is  being  efficiently  managed  by 
British  officials. 

There  are  no  special  corporation  laws;  firms  of  all  nationalities 
may  trade  freely  on  equal  terms  with  domestic  firms.  The  former 
commercial  laws  were  a  mixture  of  Turkish  and  French  regulations, 
but  they  are  being  brought  into  agreement  with  British  laws. 

The  languages  used  for  business  are  Arabic,  French,  Italian, 
Greek  and   English.     The   money  actually   used   is    the    British   £1 
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sterling,  with  a  par  value  of  $4.8665.  There  is  also  an  Egyptian 
pound,  or  "lira,"  (written  "£E"),  containing  100  "piasters."  The 
British  £1  has  a  fixed  value  of  97^/2  piasters. 

Companies  which  have  their  head  offices  in  Egypt  are  considered 
to  be  native  companies.  Before  formation,  they  must  obtain  an  au- 
thorization from  the  Khedive  for  carrying  on  business  in  Egypt. 
All  other  companies  are  considered  to  be   foreign  companies. 

Foreign  Corporations. — Foreign  firms  and  companies  may,  with- 
out special  authorization,  carry  on  business  in  Egypt  through 
branches  or  agencies,  which  have  full  legal  rights  in  suing  or  in 
defending  actions  on  behalf  of  their  firms.  All  foreign  firms  and 
companies  must  register  the  following  details,  at  the  commercial 
court  of  each  district  in  which  they  carry  on  business:  (1)  the 
name  of  the  firm  and  (2)  of  the  partners  or  directors  and  managers; 
(3)  the  capital  subscribed  and  paid  in;  (4)  the  date  of  the  partner- 
ship agreement  or  of  the  charter  or  articles  of  incorporation. 
Copies  of  these  documents  must  be  filed.  Advertisement  of  the 
details    is    also    required. 

Egyptian  Stock  Exchanges. — A  very  active  business  is  done  on 
the  Exchanges  of  both  Cairo  and  Alexandria  in  the  shares  of  French 
and  British  companies  formed  to  carry  out  numerous  Egyptian 
enterprises. 

A  new  law  came  into  operation  on  September  1,  1910,  which 
prohibited  dealings,  as  formerly,  in  £1  shares  for  the  account.  This 
law  prohibits  dealings  in  shares  below  100  francs  par  value,  except 
for  cash.  It  is  forbidden  to  extend  any  stock  operation  beyond  a 
single  account,  and  option  dealing  is  declared  illegal. 

FINLAND 

The  money  used  is  the  Finnish  "markaa"  of  100  pennies.  The 
par  value  of  the  Finnish  markaa  is  19.3  cents. 

Corporation  Laws. — The  laws  in  force  are  those  of  May  2,  1895, 
(Lag  om  Aktiebolag).  Applications  for  incorporation  of  domestic 
corporations  must  be  made  to  the  Ministry  of  Trade  and  Indus- 
try; there  must  be  at  least  three  subscribers.  All  incorporations 
require  the  approval  of  the  Governor,  which  will  not  be  given 
unless  the  articles  of  incorporation  contain  all  the  following  de- 
tails: (1)  the  name  of  the  corporation  (which  must  show  that 
it  is  a  joint  stock  company);  (2)  its  duration  and  domicile;  (3) 
the   nature   of  its   business;    (4)   authorized  capital,  par  value  and 
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quantity  of  preferred  and  ordinary  shares,  which  must  be  of  the 
same  par  value,  whether  registered  or  certificates  to  bearer;  (5) 
method  of  registration  of  shares  in  the  share  register  and  transfer 
book;  (6)  names  and  addresses  of  the  directors,  stating  for  how  long 
appointed;  (7)  time  allowed  for  payments  for  the  shares  sub- 
scribed; (8)  date  of  closing  the  books  for  the  annual  balance  sheets; 
(9)  dates  for  holding,  and  methods  of  calling,  general  meetings  of 
stockholders;  (10)  methods  of  dividing  the  profits,  and  the  dates 
for  payment  of  dividends. 

Limitation  of  the  existence  of  the  corporation,  or  the  granting  of 
conversion  rights  for  stocks  and  bonds,  should  be  stated  in  the  by- 
laws. The  whole  of  the  capital  must  be  subscribed  before  registra- 
tion, and  at  least  20%  of  the  cash  subscriptions  paid  in.  A  meet- 
ing of  all  the  subscribers  must  be  called  when  this  has  been  done, 
in  order  to  approve  of  the  formation  of  the  corporation  and  to  elect 
directors  and  managers,  a  majority  of  whom  must  be  Finnish 
citizens.  The  directors  are  jointly  liable  for  mismanagement  or 
illegalities.  Registration  of  the  articles  of  incorporation  at  the 
Registry  of  Commerce  is  essential  for  the  legal  formation  of  the 
corporation.  Stock  may  be  offered  for  public  subscription  imme- 
diately after  the  registration  formalities  have  been  completed.  All 
public  prospectuses  must  contain  a  copy  of  the  articles  of  incorpora- 
tion  and  the  by-laws. 

If  the  capital  exceeds  50,000  Finnish  markaas,  shares  must 
not  be  less  than  100  markaas  each. 

As  soon  as  the  entire  capital  has  been  paid  in,  the  stockholders 
cease  to  be  liable  for  any  debts  of  the  corporation.  The  legal 
transfer  of  registered  shares  is  by  entry  on  the  share  register. 
The  transferors  are  liable  for  calls  during  the  two  years  following 
the  transfer.  Every  stockholder  has  the  right  to  attend  the  general 
meetings,  and  to  have  one  vote  for  each  share  he  holds;  voting 
proxies  are  permitted.  Corporations  are  forbidden  to  purchase,  or 
lend  money,  on  their  own  shares. 

The  stock  capital  must  not  be  increased  until  after  all  shares 
already  issued  have  been  fully  paid.  The  board  of  directors  cannot 
give  any  mortgage  on  the  real  estate  of  the  corporation  except 
after  being  authorized  by  a  resolution  of  a  general  meeting  of 
stockholders. 

The  articles  of  incorporation,  or  the  methods  of  sharing  profits, 
can  only  be  changed  by  a  three-fourths  majority  vote  of  the  stock- 
holders, and  with  the  approval  of  the  Finnish  State  Council.  A 
two-thirds  majority  is  required  for  any  alteration  of  the  by-laws, 
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or  for  the  formation  of  a  reserve  of  profits  and  for  transferring 
profits  to  reserve.  All  changes  must  be  registered  at  the  Registry 
of  Commerce.  A  general  meeting  of  stockholders  must  be  called 
at  the  request  of  stockholders  representing  10%  of  the  authorized 
capital. 

The  corporation  must  be  dissolved  if  its  liabilities  exceed  its 
assets,  or  if  the  number  of  stockholders  remains  below  three  dur- 
ing six  months.  A  year's  notice  must  be  given,  and  all  liabilities 
must  be  paid,  before  a  domestic  corporation  may  amalgamate  with 
another  corporation,  or  reduce  its  capital  stock,  or  divide  securities 
amongst  its   stockholders. 

Costs  of  Registration,  Taxes,  &c. — Domestic  stock  corporations 
(with  limited  liability  of  stockholders)  pay  an  incorporation  fee  of 
15    Finnish    markaas;    other    corporations    pay   5    Finnish    markaas. 

The  income  tax  on  corporations  is  graded,  from  1%  for  profits 
between  3,000  and  6,000  Finnish  markaas,  up  to  20%  on  profits 
of  one  million  or  more  Finnish  markaas.  Corporations  pay  in- 
come tax  only  on  half  of  the  dividends  distributed,  up  to  8%.  Where 
the  dividend  has  been  more  than  10%,  the  rate  of  the  tax  is  in- 
creased by  the  amount  that  the  dividend  exceeds  10%. 

The  Federal  property  tax  is  graded  from  1  per  1,000,  on  property 
valued  between  20,000  and  60,000  Finnish  markaas,  up  to  3.3% 
on  1,000,000  to  1,200,000,  and  6%  on  20  million  or  more  Finnish 
markaas. 

Property  taxes  are  assessed  by  the  towns  and  communes  on  all 
properties,  businesses,  and  salaries,  at  rates  varying  from  3%  to 
\\y^%.  The  rate  for  1920  in  Helsingfors  was  8.56%,  as  compared 
with  7.87%  in  1919,  and  4.40%  in  1913. 

Taxes  on  Bonds  and  Stocks. — Original  issues  of  stocks  are  taxed 
1%  on  the  par  value.  For  increases  of  capital,  the  tax  is  2%  on  the 
price  of  issue.  Dividends  paid  in  stocks  are  taxed  3%  on  the  par 
values. 

Issues  of  bonds  are  taxed  3  per  1,000;  if  repayable  by  instal- 
ments, the  tax  is  5  per  1,000.  Income  from  bonds  and  stocks  is 
taxed  5%;  Finnish  state  bonds  are  exempt.  Corporations  muat 
make  annual   returns  of  dividends  paid  to  stockholders. 

Foreign  Corporations. — Application  for  permission  to  trade  must 
be  made  to  the  Governor;  a  security  or  guarantee  for  payment 
of  the  taxes  for  three  years  must  be  given  with  the  application. 
If  the  application  is  granted,  business  must  not  be  commenced 
until  a  report  has  been  made  by  the  applicants  to  the  magistrates 
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of  the  town  in  which  the  business  is  to  be  carried  on,  or  to  the 
bailiff  of  the  country  district  where  it  is  situated,  stating 
the  persons  responsible  for  the  managemenl:  of  the  business  and 
for  the  payment  of  taxes.  The  applicants  must  also  agree  to  the 
jurisdiction  of  the  Finnish  courts  for  all  business  transactions  in 
Finland.  Registration  of  this  kind  is  necessary  before  a  foreign 
corporation  or  firm  will  be  permitted  to  transport  goods  in  Finland, 
or  to  clear  them  through  the  Custom  House. 

Foreign  corporations  pay  the  same  taxes  and  fees  as  domestic 
corporations. 

Taxes  on  Bills  of  Exchange,  &c. — All  bills  of  exchange  and 
promissory  notes  payable  in  three  months  or  less  are  taxed  10  pen- 
nies for  each  100  Finnish  markaas  or  fraction,  (1  per  1,000);  if  pay- 
able at  six  months,  the  tax  is  double  this  rate;  for  longer  than  six 
months,  or  payable  at  sight,  the  rate  is  treble  the  rate  first  stated; 
for  loans  payable  by  instalments  the  rate  is  five  times  the  first 
amount  stated.  Custom  House  receipts  are  taxed  at  the  rate  of  one 
Finnish  markaa  for  every  200  markaas  or  less,  3  markaas  for  200 
to  500  markaas,  10  markaas  for  500  to  1,000  markaas,  20  markaas 
for  1,000  to  10,000  markaas,  and  l/5th  of  1%  on  higher  sums,  with 
a  maximum  tax  of  100  markaas. 

Stock  Exchanges  in  Finland. — There  are  two  Stock  Exchanges — 
Helsingfors  and  Abo.  On  the  Helsingfors  Exchange,  94  local 
stocks  are  listed,  made  up  of  16  banks,  5  transport  companies,  11 
insurance  companies,  15  timber  and  paper  companies,  12  textile,  15 
metal   and   20   miscellaneous. 

The  securities  traded  on  the  Abo  exchange  are  similar,  but 
smaller   in   number. 

GERMANY 
(Foreign  Corporations) 

The  German  mark  has  a  par  value  of  23.82  cents.  The  nationality 
of  a  company  or  firm  is  considered  by  German  law  to  be  that  of  the 
country  in  which  its  administration  is  situated. 

Therefore,  all  companies  which  have  their  headquarters  out  of 
Germany  are  treated  as  foreign  companies. 

On  the  other  hand,  companies  which  have  their  headquarters  in 
Germany  are  considered  to  be  German  companies,  even  though  their 
registered  office  is  outside  Germany. 

There  is  no  special  law  relating  to  the  legal  position  of  foreign 
companies,  but,  in  practice,  all  foreign  companies  which  are  legally 
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formed  under  the  laws  of  their  country  of  origin  have  full  trading 
and  legal  rights  in  Germany.  Certain  of  the  states  of  the  German 
Republic  have  special  regulations  respecting  foreign  companies. 

Foreign  companies  and  firms  opening  branches  in  Germany 
must  make  the  same  declarations,  and  publish  the  same  advertise- 
ments as  German  companies,  for  registration  in  the  Register  of 
Commerce. 

The  following  details  must  be  given  for  all  companies:  (a) 
particulars  of  the  board  of  directors  of  the  company;  (b)  proof  of 
legal  incorporation  abroad;  and  (c)  of  authorization  to  commence 
or  to  carry  on  business  in  the  country  of  origin,  (if  this  permission 
is  legally  required);  (d)  names  of  managers  or  agents  appointed 
under    powers    of    attorney. 

Partnerships  must  register  the  name,  address  and  liability  of  each 
partner,  the  firm's  trading  name,  date  of  commencing  business  and 
names    of   acting   managers. 

By  special  treaties,  companies  formed  under  the  laws  of  the 
following  countries  have  liberty  to  trade  in  Germany,  and  to  plead 
in  the  German  courts:  Italy,  treaty  of  1874;  Belgium,  treaty  of 
1874;  Great  Britain,  treaty  of  1874;  Austria-Hungary,  treaty  of  1881; 
Serbia,  treaty  of  1883;  Spain,  treaty  of  1883. 

All  powers  of  attorney  for  use  in  Germany  must  be  registered. 

Terms  Used  for  Firms,  &c. — Handelsgesetzbuch — Commercial 
code;  Offene  Handelsgesellschaft — Unlimited  partnership;  Kom- 
manditgesellschaft — Partnership  with  limited  liability  for  sleeping 
partners;  the  working  partners  have  unlimited  liability  for  partner- 
ship debts;  Kommanditgesellschaft  auf  Akticn — Partnership  with 
share  capital;  the  liability  of  the  sleeping  partners  is  limited  to  the 
amount  of  their  shares;  the  working  partners  have  unlimited  liabil- 
ity; Kommanditist — Partner  with  limited  liability;  Gesellschaft  mit 
beschrankter  Haftung,  (G.m.b.H.)  ;private  limited  company;  Aktien- 
gesellschaft — Public  limited  company  or  stock  corporation;  Hand- 
lungsbevollmiichtigter — A  commercial  agent  without  a  general 
power  of  attorney;  Prokurist  (procurist) — An  agent  authorized  by 
power  of  attorney  to  act  generally  for  a  firm  or  corporation;  Pro- 
cura — A  power  of  attorney. 

The  regulations  as  to  registration  of  foreign  firms  in  the  sep- 
arate states  of  Bavaria,  Hesse-Darmstadt,  Saxony,  and  Wurtem- 
berg  are  the  same  as  for  Germany.  The  German  corporation  laws 
have  also  been  adopted  by  these  states.  (See  separate  section  of 
German  Company  Law  and  Practice.) 

See  separate  section  for  Luxembourg. 
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GREECE 

The  languages  used  in  business  are  modern  Greek  and  French. 
The  currency  is  the  "drachma,"  divided  into  100  "lepta."  These 
are  the  same  as  the  French  franc  and  centime.  The  par  value  of 
the  drachma  is  19.3  cents. 

Corporation  and  Partnership  Laws. — The  French  code  of  com- 
merce of  1807  was  adopted  by  Greece  soon  after  its  publication, 
and  it  has  continued  in  force  since  then.  These  laws  are  almost 
the  same  as  the  present  French  laws  (see  French  section  of  this 
book). 

Foreign  Corporations. — Distinction  is  made  between  foreign 
companies  and  firms  authorized  to  carry  on  business  in  Greece  and 
those  not  so  authorized.  An  authorization  may  be  special,  or 
granted  by  decree,  or  by  treaties  with  certain  countries.  Foreign 
companies  which  are  validly  incorporated  under  foreign  laws,  and 
which  are  authorized  to  trade  in  Greece  have  the  same  rights  as 
Greek  companies,  on  their  observing  the  ordinary  laws  of  Greece. 
Unauthorized  companies  and  firms  may  not  carry  on  business  or 
establish  branches  in  Greece. 

Companies  and  firms  formed  in  countries  which  have  neither 
special  treaty  rights  nor  any  Greek  decree  authorizing  them  to 
trade  in  Greece,  are  incapable  of  pleading  in  legal  proceedings,  and 
cannot  sue,  their  Greek  debtors,  nor  ask  for  the  enforcement  in 
Greece   of   foreign  judgments. 

Athens  Stock  Exchange, — The  dealings  are  chiefly  in  stocks  and 
bonds  of  local  trading,  manufacturing  and  steamship  companies. 
The  stock  exchange  regulations  and  methods  of  dealing  are  similar 
to  those  of  the  Paris  Bourse. 

GUATEMALA 

The  commercial  language  is  Spanish.  English  is  generally  un- 
derstood by  business  men,  but  Spanish  should  be  used  for  all 
correspondence. 

The  currency  is  the  paper  peso,  of  an  average  exchange  value 
of  four  to  five  cents  in  U.  S.  money.  The  premium  on  gold  is 
very  high. 

Partnerships. — American  and  foreign  partnership  firms  carrying 
on  business  in  Guatemala  must  register,  and  file  copies  of  their 
partnership  agreements,  and  advertise  the  names  of  the   partners, 
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with  the  name  and  address  of  the  resident  agent  to  whom  a  power 
of  attorney  has  been  given. 

There  are  no  stock  exchanges  in  Guatemala. 

Corporation  Laws. — The  incorporation  of  a  domestic  company 
is  effected  by  a  deed,  signed  by  the  first  subscribers,  attested  by  a 
notary.  This  deed  must  state  the  name,  address  and  duration  of 
the  existence  of  the  corporation,  the  kinds  of  shares  to  be  issued, 
their  preferences  for  dividends  and  repayment  of  capital,  and  the 
regulations  for  the  management  of  the  company.  At  least  two- 
thirds  of  the  authorized  capital  must  be  subscribed  before  applica- 
tion is  made  for  the  government  authorization  of  incorporation. 
The  application  must  be  made  to  the  Minister  of  Commerce,  and 
legalized  copies  of  the  deed  of  association  and  the  by-laws  must 
be  supplied;  these  by-laws  must  have  been  adopted  by  a  general 
meeting  of  the  subscribers.  Stockholders  are  liable  only  for  the 
par  value  of  their  shares.  Corporations  having  unlimited  liability 
for  stockholders  are  not  allowed  in  Guatemala.  The  government 
approval  of  the  incorporation  is  usually  granted  on  delivery  of  the 
documents  named  and  payment  in  advance  of  the  annual  fee  of 
1,000  pesos  (about  $40),  which  is  the  only  franchise  or  registration 
tax. 

Foreign  Corporations. — For  registration  of  an  American  or  for- 
eign corporation,  which  will  permit  it  to  trade  in  Guatemala,  the 
petition  must  be  sent  to  the  Secretary  of  "Fomento"  (Secretary  of 
State),  together  with  certified  copies  of  the  charter  or  articles  of 
incorporation  and  the  by-laws,  supplemented  by  the  certificate  of 
the  Consul  of  Guatemala  in  the  country  of  its  incorporation,  stating 
that  the  corporation  has  been  legally  formed  there.  Sworn  transla- 
tions of  these  documents  must  be  added.  The  Secretary  of  Fomento 
then  issues  a  declaration  that  the  corporation  is  "domiciled"  in 
Guatemala,  and  it  then  has  the  same  trading  and  legal  rights  as  a 
domestic  corporation.  The  annual  fee  payable  by  foreign  corpora- 
tions is  the  annual  corporation  tax  of  1000  pesos  (about  $40).  This 
is  payable  in  advance,  at  the  time  of  registration,  and  annually 
thereafter.  There  are  no  other  franchise  or  license  taxes.  Sum- 
maries of  the  annual  balance  sheets  of  foreign  corporations  must 
be  advertised  each  year. 

Taxes. — There  are  no  taxes  on  capital  stock,  nor  on  issues  of 
stocks  or  bonds.  The  income  tax  is  5%  on  the  net  profits  earned  in 
the  state.  Transfers  of  shares  or  bonds  are  taxed  2%  on  the  par 
value.     Real  estate  is  taxed  6  per  1,000,  per  annum,  on  the  assessed 
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value    in    Guatemalan    currency;    there    are    no    taxes    on    personal 
property. 

Stamp  Duties  on  Bills  of  Exchange. — The  duty  is  1  per  1,000  on 
the  value  in  domestic  currency,  or  10  pesos  if  no  value  is  stated. 

HONDURAS 

A  local  agent  of  an  American  or  foreign  firm  or  corporation  has 
no  legal  standing,  in  Honduras,  as  the  representative  of  his  prin- 
cipal, unless  the  firm  registers  its  partnership  deed,  or  the  company 
is  registered  as  a  foreign  corporation  carrying  on  business  in  Hon- 
duras. The  power  of  attorney  given  to  the  agent  must  be  regis- 
tered at  the  same  time.     The  procedure  is  explained  below. 

The  language  of  the  country  is  Spanish.  The  currency  is  based 
on  silver;  the  peso  is  worth  about  50  cents.  Paper  money  is  used, 
silver   being   at   a   high    premium. 

There  are  no  stock  exchanges  in  Honduras. 

Corporation  Laws, — The  formation  of  a  domestic  corporation, 
under  the  laws  of  Honduras,  for  the  business  to  be  carried  on  in 
that  country,  has  no  special  advantages  except  that  there  are  no 
taxes  payable  by  Honduras  corporations  on  their  capital  or  profits. 

The  laws  relating  to  partnerships  and  to  corporations  (Socie- 
dades  anonimas),  are  contained  in  the  'Commercial  Code  (Codigo 
de  Comercio). 

The  number  of  incorporators  must  be  five  or  more  persons. 
The  articles  of  incorporation  and  the  by-laws  must  be  certified 
by  a  notary  public,  after  being  approved  by  a  majority  of  two- 
thirds  of  the  subscribers  in  general  meeting.  A  petition  (solicitud) 
is  then  sent,  on  stamped  paper,  to  the  Minister  of  Government, 
asking  for  the  approval  of  the  incorporation.  Certified  copies 
of  the  articles  and  the  by-laws  must  be  sent  with  the  petition.  If 
these  documents  are  in  proper  form,  the  permission  to  incorporate 
is  granted,  provided  that  a  limit  is  fixed  for  the  existence  of  the 
corporation.  The  articles  must  include  the  following  details:  (1) 
names,  professions,  and  addresses  of  the  incorporators;  (2)  the 
address  of  the  place  of  business  of  the  corporation;  (3)  the  nature 
of  the  business;  (4)  the  authorized  capital,  showing  how  divided 
into  different  classes  of  shares,  with  the  methods  of  payment  for 
shares  subscribed,  and  the  time  allowed;  (5)  the  duration  of  the 
corporation;  (6)  the  method  of  management,  duties  of  the  directors 
and  managers,  and  the  powers  reserved  to  the  stockholders  in 
general  meeting;   (7)  proportion  of  profits  to  be  set  aside  annually 
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to  form  a  reserve  fund;  (8)  the  time  and  method  of  making  annual 
inventory;  preparing  balance  sheets  and  distributing  dividends;  (9) 
what  amount  of  loss  of  capital  would  require  the  dissolution  of 
the  corporation;  (10)  the  method  of  liquidation  and  repayment  of 
capital;  (11)  whether  the  articles  or  by-laws  provide  for  arbitration 
of  disputes  between  stockholders  of  the  corporation,  with  details 
of  any  other  agreements  between  the  same  parties.  The  total  cost 
of  incorporation  is  about  $50. 

Foreign  Corporations. — An  American  or  foreign  corporation  in- 
tending to  carry  on  business  in  its  own  name,  from  a  permanent 
address  in  Honduras,  or  to  have  a  branch  there,  should  apply  for 
registration.  For  this  purpose,  a  copy  of  the  charter  or  articles  of 
incorporation  and  by-laws  of  the  corporation,  certified  by  the  local 
Consul  or  Minister  of  Honduras,  should  be  forwarded  to  an  agent 
or  lawyer  in  that  country.  The  better  plan  is  to  have  the  docu- 
ments translated  in  Honduras,  by  the  official  government  translator. 
Translations  made  abroad  have  to  be  certified  by  the  official  trans- 
lator as  to  their  correctness.  The  charges  are  small.  A  power  of 
attorney  for  the  local  agent  or  manager  is  indispensable.  This  also 
should  be  certified  by  the  Honduras  Consul  abroad  and  sent  for 
registration  with  the  articles  and  by-laws.  The  documents  named 
are  delivered  to  the  Ministry  of  Government  and  Justice  (Ministro 
de  Gobernacion  y  Justicia),  with  a  petition  on  stamped  paper,  asking 
for  the  recognition  of  the  corporation  as  a  legal  body  (persona 
juridica),  and  for  the  appointment  of  the  resident  agent  as  the  rep- 
resentative of  the  corporation.  If  the  articles  and  by-laws  are  not 
contrary  to  the  laws  of  Honduras,  the  petition  is  granted  in  due 
course.  A  change  in  the  local  agent  or  manager  requires  the  with- 
drawal of  the  power  of  attorney  and  the  issuing  of  a  new  one, 
which  must  be  certified  by  the  Honduras  Consul  where  issued,  and 
presented  to  the  Ministry  for  approval.  It  is  advisable  to  have 
the  registration  formalities  attended  to  by  a  Honduras  notary;  the 
total  expense  is  about  $50. 

Foreign  corporations  are  entitled  to  apply  to  their  Consuls 
in  Honduras  for  the  protection  of  the  persons  of  their  agents 
and  employees,  and  their  property.  This  protection  is  valuable  in 
times  of  revolution. 

Taxes. — There  are  no  taxes  on  capital  stock  or  profits  of  cor- 
porations; nor  are  there  any  annual  franchise  or  registration 
fees.  No  annual  returns  are  required.  Municipal  taxes  are  charged, 
of  about  $5  per  month,  also  a  road  tax,  ranging  from  $1  to  $50  per 
annum. 
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HUNGARY 

The  monetary  unit  is  the  crown,  with  a  par  value  of  20.3  cents. 
The  corporation  laws  are  practically  the  same  as  for  Austria.  (See 
Austrian  section  of  this  book.) 

All   commercial   firms   and   companies   must  be   registered. 

A  company  having  its  headquarters  out  of  Hungary  (or  Austria) 
is  considered  to  be  a  foreign  company.  Such  companies  opening 
branches  in  Hungary  must,  before  commencing  trading,  register  their 
charter  or  articles  of  incorporation  at  the  registries  of  the  district 
in  which  each  branch  is  situated;  the  company  must  prove  its  legal 
incorporation  under  foreign  laws,  must  appoint  a  resident  represen- 
tative in  Hungary,  must  form  a  special  capital  for  its  business  oper- 
ations in  that  country,  must  agree  to  accept  the  jurisdiction  of  the 
Hungarian  Courts  as  to  Hungarian  business,  and  must  have  been 
incorporated  in  a  country  granting  reciprocal  trading  rights  to  Hun- 
garian companies. 

The  annual  accounts  of  the  foreign  company,  and  of  the  Hun- 
garian branch  or  branches,  and  the  minutes  of  the  annual  general 
meeting,  must  be  filed  and  published. 

Any  alterations  of  the  objects  of  the  company,  and  any  resolu- 
tions for  winding-up  or  amalgamation,  must  be  published  before 
they  can  have  any  legal  effect  on  the  Hungarian  branches. 

Powers  of  attorney  for  Hungarian  business  must  be  registered. 

Any  person  interested  may  have  the  company  struck  off  the 
Hungarian  register,  on  its  default  in  fulfilling  the  conditions  which 
are  required  for  its  authorization  to  carry  on  business  in  Hungary. 

ITALY 

The  money  is  the  same  as  that  of  France,  but  the  franc  is  called 
a  "lira,"  (plural  "lire"),  the  par  value  of  which  is  19.3  cents. 

Corporation  Laws, — The  corporation  laws  of  Italy  generally 
follow  the  German  regulations.  Strict  conditions  are  laid  down 
as  to  the  method  of  formation  and  management  of  stock  corpora- 
tions. The  details  of  the  constitution  of  each  company  are  ex- 
amined by  the  Civil  Tribunals,  to  ensure  observance  of  these  laws. 

Before  a  company  can  be  incorporated,  the  share  capital  muot 
be  fully  subscribed,  and  at  least  30%  of  its  capital  paid  in.  Man- 
agers have  the  same  responsibilities  as  directors.  Members  of  the 
board  must  not  vote  on  resolutions  regarding  the  balance  sheets 
and  accounts.  Annual  balance  sheets  must  be  prepared,  and  there 
are  strict  regulations  to  ensure  their  accuracy.    All  company  notices 
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must  be  gazetted.  Bonds  cannot  be  issued  to  an  amount  exceeding 
the  paid  up  share  capital.  Foreign  companies  opening  branches  or 
agencies  in  Italy  mast  register  within  a  month,  and  must  pay  a  tax, 
each  year,  which  was  formerly  at  the  rate  of  24  per  10000  on  the 
capital  employed  in  the  Italian  business;  this  has  now  been  tem- 
porarily increased. 

All  limited  companies  whose  headquarters  are  situated  out  of 
Italy  are  held  to  be  foreign  companies. 

Companies  formed  under  foreign  laws  are  treated  as  foreign 
companies,  even  though  their  chief  business  is  carried  on  in  Italy. 
They  thus  escape  the  regulations  applied  to  Italian  companies, 
provided  that  their  chief  office  and  the  administration  are  situated 
abroad. 

If  the  chief  office  and  administration  are  situated  in  Italy,  they 
are  considered  to  be  Italian  companies  and  are  subject  to  all  the 
regulations  of  the  Italian  company  laws,  even  concerning  the  form 
and  validity  of  the  charter  or  articles  of  incorporation. 

Foreign  companies  wishing  to  establish  agencies  or  branches  in 
Italy  must  comply  with  all  the  requirements  imposed  on  Italian 
companies,  as  regards  the  registration  and  publication  of:  (1) 
their  charter  and  by-laws,  (2)  any  alterations  of  them,  (3)  the  annual 
balance  sheets,  (4)  names  of  their  directors  and  of  their  managers 
in  Italy,  (5)  date  of  incorporation,  (6)  duration  of  the  company,  (7) 
capital  subscribed,  and  (8)  capital  paid  in. 

The  names  of  the  managers  of  the  Italian  branches  or  agencies 
must  also  be  published.  Such  agents  have  the  same  responsibilities 
to  third  parties  as  the  directors  of  Italian  companies. 

A  foreign  company  is  required,  within  a  month  from  the  opening 
of  its  Italian  agency  or  branch,  to  make  a  declaration  for  registra- 
tion as  a  foreign  company  operating  in  Italy. 

An  annual  tax  is  payable  by  foreign  companies,  amounting  to 
2.40  lire  per  1,000  lire  of  the  capital  used  for  carrying  on  the  Italian 
business. 

Foreign  partnerships  must  file  a  copy  of  the  partnership  agree- 
ment, and  must  register  details  of  their  members,  at  the  Chancery 
of  the  local  Tribunal.      Publication  is  not  required. 

Terms  Used  for  Firms. — Societa  in  nome  collettivo — Partner- 
ships; Societa  in  accomandita  semplice — Partnership  with  limited 
liability  for  sleeping  partner;  Societa  in  accomandita  per  azioni — 
Same  as  preceding,  but  liability  limited  by  shares;  Societa  anon- 
ima — Stock  corporation   or  limited   company. 
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ITALIAN  STOCK  EXCHANGES 

Rome. — This  Exchange  is  open  from  11.30  to  12.30  a.  m.;  then 
from  1.30  to  2.30  p.  m.  It  is  controlled  by  the  Rome  Chamber  of 
Commerce. 

The  official  brokers  have  not  a  monopoly  of  the  dealings,  but 
they  must  give  $5,000  security.  They,  however,  have  the  sole  right 
to  fix  the  quotations  for  the  official  list. 

The  only  bargains  recognized  by  law  are  those  of  the  official 
brokers,  provided  their  contract  notes  are  each  stamped  to  the 
amount  of  38c.  The  methods  of  dealing  are  the  same  as  those  of 
the  Paris  Bourse.  Settlement  bargains  are  liquidated  monthly,  on 
the  last  day;  carry-over  (making-up)  prices  are  fixed  the  previous 
day. 

The  brokerage  is  1  per  1,000  on  Italian  Rentes  for  cash  dealings, 
and  y2  per  1,000  on  all  other  dealings.  Securities  of.  foreign  com- 
panies are  admitted  to  official  quotation  if  there  are  sufficient  deal- 
ings in  them,  and  subject  to  government  permission. 

Turin. — The  Exchange  is  open  daily  from  11  to  12  noon,  and 
5  to  6  p.  m.  Dealings  are  in  State  Funds  (Government  bonds), 
and  industrial  and  banking  securities. 

Milan. — The  Exchange  is  open  from  10  to  11.15  a.  m.  and  1  to  3.15 
p.  m.  (1  to  2.15  in  summer).  Brokerage  is  5c.  per  bond  or  deben- 
ture, and  10c.  per  share.    Settlements  are  monthly. 

Genoa. — Prices  are  quoted  on  the  par  values  of  shares,  not 
on  the  paid-up  amounts.  Settlements  are  monthly.  Official  brok- 
erages on  bonds  and  shares  are  5c.  per  security  not  exceeding  250 
lire  ($50)  par;  10c.  under  1000  lire  ($200);  1  lira  for  1000  lire;  2  lire 
above.    Usually  half  these  rates  are  accepted. 

JAPAN 

The  English  and  French  languages  are  used  for  foreign  trade. 
The  currency  is  the  "yen,"  divided  into  100  "sen,"  or  1,000  "rin." 
The  money  standard  is  the  gold  yen,  with  a  par  value  of  49.8  cents. 

Partnerships  and  limited  partnerships  must  register  particulars 
of  their  constitution,  or  they  will  not  be  recognized  by  Japanese 
law. 

Foreign  companies  opening  Japanese  branches  must  also  register 
full  details  of  their  constitution  and  must  appoint  a  resident  agent. 

Copies  of  the  charter  or  articles  of  incorporation  and  the  by- 
laws must  be  filed,  and  also  powers  of  attorney  granted  to  managers 
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and  agents.  All  documents  should  be  certified  by  a  notary  and  also 
by  the  Japanese  Consul  of  the  town  or  district  where  they  are 
executed. 

A  company  formed  under  foreign  law  is  held  to  be  a  Japanese 
company,  which  must  comply  with  the  regulations  applying  to  Jap- 
anese companies,  if  its  principal  office  is  in  Japan,  or  if  the  principal 
object  is  to  carry  on  business  in  Japan.  No  foreigner  may  hold 
more  than  50%  of  the  stock  of  a  Japanese  corporation. 

A  foreign  company  or  partnership  opening  a  branch  in  Japan 
must  make  the  same  declarations  and  register  the  same  particulars 
as  a  similar  Japanese  firm. 

The  Japanese  requirements  are  complex;  a  native  lawyer  should 
be  employed  to  attend  to  the  details  of  registration. 

Terms  Used  for  Firms. — Gomel  Kaisha — Ordinary  partnership-, 
Goshi  Kaisha — Partnership  with  unlimited  liability  for  working 
partners,  but  limited  liability  for  sleeping  partners;  Kabushiki  Goshi 
Kaisha — Joint  stock  partnership,  with  unlimited  liability  for  partners 
and  limited  liability  for  shareholders;  Kabushiki  Kaisha — ^Public 
stock  corporation  (limited  company). 

Tokyo  Stock  Exchange. — The  trading  is  almost  exclusively  in 
the  stocks  and  bonds  of  Japanese  corporations  and  government 
bonds. 

The  Stock  Exchange  is  under  government  supervision.  There 
is  no  limitation  of  the  number  of  members.  At  present  there  are 
about  30,  each  of  whom  is  required  to  deposit  30,000  yen  ($15,000) 
with  the  Stock  Exchange  Committee.  The  whole  membership  is  re- 
sponsible for  the  liabilities  of  individual  members  on  Stock  Ex- 
change dealings.  There  are  two  kinds  of  transactions,  namely:  (1) 
time  bargains,  for  delivery  and  settlement  within  15  days,  including 
the  day  of  the  dealing,  and  (2)  forward  bargains  or  futures,  for 
delivery  and  settlement  on  the  last  day  but  one  of  the  current 
month.  The  utmost  time  allowed  for  dealings  in  futures  is  three 
months.  Trading  on  margin  is  permitted,  the  usual  cover  is  from 
4%  to  20%,  according  to  the  kind  of  security  traded. 

LUXEMBOURG   (Grand  Duchy  of) 

The  commercial  languages  used  are  French  and  German.  The 
government  does  not  coin  any  national  money;  the  French  and  Ger- 
man currencies  are  both  used. 

The  law  of  Nov.  17,  1860,  governs  the  right  of  foreign  companies 
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to  carry  on  business  and  plead  in  the  courts  of  Luxembourg.  It 
gives  full  trading  rights  to  firms  of  those  countries  which  grant 
equal  privileges  to  Luxembourg  firms.  American  firms  and  com- 
panies have  such  full  trading  rights  by  virtue  of  the  same  liberty 
accorded  to  Luxembourg  by  the  laws  of  the  United  States. 

The  following  is  a  translation  of  the  text  of  the  law: 

CLAUSE  1.  "Public  limited  companies,  or  other  commercial, 
industrial,  or  financial  associations  which  are  subject  to  the  au- 
thorization of  the  Government,  and  which  have  obtained  such  au- 
thorization, can  exercise  all  their  rights,  and  plead  in  law  in  the 
Grand  Duchy,  on  conforming  to  the  laws  of  Luxembourg." 

CLAUSE  2.  "A  Grand  Ducal  royal  decree,  issued  on  the  advice 
of  the  State  Council,  may  apply  the  benefit  of  clause  1  to  any  other 
countries." 

The  privileges  of  clause  1  have  been  extended  to  Belgium  by 
decree  of  Nov.  18,  1864,  and  to  Holland  by  decree  of  Feb.  25,  1890. 

It  has  been  extended  also  to  all  the  states  of  the  German  Re- 
public by  the  operation  of  the  reciprocity  clause  of  the  Treaty  for 
the  Customs  Union  of  the  states  of  Germany. 

Laws  in  Force. — The  laws  of  corporations  and  partnerships  are 
those  of  the  French  Code  of  1807.  A  description  of  the  present 
French  laws  has  already  been  given  in  the  French  section  of  this 
book,  which   see. 

MEXICO 

The  Spanish  language  is  used  throughout  the  countrj'  for  all  busi- 
ness purposes. 

Money. — The  metric  system  is  used  for  both  money  and  measure- 
ments. The  kilo  of  about  2  1/5  lbs.  (2.20)  is  used  as  the  basis  of  weight; 
the  meter  of  almost  40  inches  is  used  for  length.  For  money,  the  unit 
is  the  silver  dollar  of  100  centavos.  This  dollar  is  also  used  largely  in 
China.  Its  value  varies  with  the  changes  in  the  price  of  silver.  In  1905, 
a  double  standard  of  value  for  the  gold  and  silver  dollars  was  used, 
but  this  has  been  changed.  The  standard  is  now  the  gold  dollar,  which 
is  legally  worth  two  silver  dollars,  as  domestic  money.  The  gold  Mexi- 
can dollar  is  worth  almost  the  same  as  the  U.  S.  gold  dollar,  the  differ- 
ence between  them  being  3  per  1,000  in  favor  of  the  U.  S.  dollar.  The 
legal  par  value  of  the  Mexican  silver  dollar  is  49.8  cents,  but,  as  al- 
ready explained,  its  exchange  value  varies  with  the  market  price  of 
silver.  To  avoid  mistakes,  care  should  be  taken  to  use  the  word  "peso" 
or  the  "$"  sign  for  the  silver  Mexican  dollar,  and  "$  gold"  for  the 
Mexican  gold  dollar. 
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Partnerships  and  Firms. — The  Mexican  law  relating  to  sole 
traders,  partnerships,  companies,  and  corporations,  is  contained  in  the 
Commercial  Code  (Codigo  de  Comercio).  These  laws  are  based  on  the 
French  and  Spanish  partnership  and  corporation  laws.  There  are  also 
special  laws  respecting  the  issuing  of  bonds  by  corporations,  and  the 
rights  of  the  bond  holders. 

Sole  traders,  partnerships,  and  corporations  must  register  at  the 
Public  Commercial  Registry.  Partnerships  register  details  of  their 
constitution  and  file  copies  of  their  partnership  deeds.  Corporations 
file  copies  of  their  articles  of  incorporation  and  by-laws. 

The  Commercial  Code  recognizes  the  following  kinds  of  firms : 

(1)  Sociedades  colectivas,  ordinary  partnerships;  (2)  Sociedades  en 
comandita  simple,  limited  partnerships  with  unlimited  liability  for  work- 
ing partners  and  limited  liability  for  sleeping  partners ;  (3)  Sociedad 
en  comandita  por  acciones,  the  same  as  the  preceding,  except  that  the 
liability  of  the  sleeping  partners  is  limited  to  the  amount  of  their  shares; 
(4)  Sociedad  anonima,  public  stock  corporation  or  limited  company; 
C5)  Sociedad  anonima  y  co-operativa,  co-operative  society  with  limited 
liability  for  stockholders. 

The  Mexican  laws  are  generally  similar  to  the  French  laws.  Expla- 
nations of  the  methods  of  formation,  and  the  rights  and  liabilities  of 
members  of  firms  are  given  under  the  following  headings  in  the  section 
of  this  book  dealing  wtith  French  partnerships  and  companies : 

(1)  Sociedades  colectivas    (see  "Societes  en  nom  coUectif"). 

(2)  Sociedades   en   comandita   simple    (see   "Societes   en   commandites 
simples"). 

(3)  Sociedad  en  comandita  por  acciones  (see  "Societes  en  commandite 
par  actions"). 

(4)  Sociedad  anonima    (see  "Societes   anonymes"). 

(5)  Sociedad  anonima  y  cooperativa  (see  "Societes  a  capital  variable'"). 
Partnerships  must  be  formed  by  deed;  no  other  form  of  partnership 

agreement  is  recognized  by  Mexican  laws.  The  deed  must  state  full 
details  of  the  names  and  addresses  of  all  partners,  the  capital  con- 
tributed in  cash  or  property,  the  liability  of  each  partner,  the  powers 
of  management  of  the  separate  partners,  the  method  of  dividing  the 
profits,  and  the  duration  of  the  partnership. 

Corporations — Domestic. — Mexican  law  recognizes  two  methods 
of  formation  as  follows: — (1)  Formation  by  public  subscription.  Every 
prospectus  issued  to  invite  subscriptions  must  contain  all  the  essential 
details  included  in  the  articles  of  incorporation.  It  must  also  state,  (a) 
the  value,   with  a   description,   of  any   property  to  be  bought  by  the 
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corporation  against  payment  in  shares;  (b)  the  amounts  already  sub- 
scribed for  shares;  (c)  the  method  of  calling  and  holding  the  first 
general  meeting  of  stockholders.  (2)  Formation  privately.  The 
articles  of  incorporation  are  stated  in  a  deed,  signed  and  attested  by 
two  or  more  subscribers.  The  whole  of  the  capital  must  be  subscribed, 
for  payment  in  either  cash  or  property.  Of  the  shares  subscribed  to  be 
paid  for  in  cash,  at  least  10%  must  be  paid  at  the  time  of  the  subscrip- 
tion. 

Articles  of  Incorporation.— AH  the  following  details  must  be 
stated  in  the  articles  of  incorporation.  Omission  of  any  of  them  may 
involve  the  dissolution  of  the  corporation,  through  illegality  of  for- 
mation, on  the  petition  di  any  stockholder  to  the  commercial  courts, 
(1)  The  forenames,  surnames  and  domiciles  of  the  subscribers  to  the 
deed.  (2)  The  name  of  the  corporation  and  the  address  of  its  principal 
place  of  business.  The  corporation  name  must  have  "S.  A.''  at  the  end, 
to  show  that  it  is  a  "Sociedad  anonima,"  with  limited  liability  of  stock- 
holders. The  name  of  a  person  should  not  be  adopted  as  the  title  of 
the  corporation;  that  would  make  such  person  individually  liable  for 
all  its  debts.  (3)  The  nature  of  the  business  to  be  carried  on,  and  the 
period  for  which  the  company  is  formed.  (4)  The  amount  of  total 
authorized  capital,  the  kind,  quantity  and  value  of  each  class  of  share, 
and  the  cash  paid  on  the  shares,  or  a  description  of  the  property  or 
services  for  which  shares  are  to  be  issued  in  payment.  Shares  may  be 
registered  or  bearer  certificates.  Unless  the  articles  provide  otherwise, 
all  the  shares  must  be  of  the  same  par  value.  At  least  10%  must  be 
paid  in,  for  the  shares  subscribed  for  payment  in  cash.  (5)  The  names 
of  the  first  directors  and  their  powers  of  management.  (6)  The 
amount  of  profits  to  be  carried  to  reserve  each  year.  Every  Mexican 
corporation  must  transfer  to  a  reserve  fund  at  least  5%  of  its  annual 
net  profits,  until  the  reserve  fund  reaches  20%  of  the  authorized  capital; 
this  amount  must  not  be  reduced.  The  corporation  may  carry  to  reserve 
more  than  5%  per  annum,  or  may  increase  the  fund  to  more  than  20% 
of  its  capital.  (7)  The  method  of  dividing  the  net  profits,  in  dividends 
or  otherwise.  Subject  to  this  course  being  authorized  by  the  articles 
of  incorporation,  Mexican  companies  have  power  to  pay  6%  per  annum 
interest  on  their  shares,  during  the  first  five  years  after  incorporation, 
whether  profits  have  been  earned  or  not.  (8)  The  amount  of  profits 
or  other  payments  to  be  given  to  the  promoters  of  the  corporation, 
and  the  method  of  payment.  (9)  The  reasons  for  which  the  corpora- 
tion may  be  dissolved  before  the  expiry  of  the  time  for  which  it  is 
formed.  (10)  The  method  of  liquidation  of  the  corporation,  and  the 
manner  of  election  of  liquidators. 
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An  inventory  and  valuation  of  the  property  agreed  to  be  sold  to  the 
corporation,  for  payment  in  shares,  must  be  attached  to  the  articles  of 
incorporation,  which  must  then  be  sworn  correct  before  a  notary. 

When  the  whole  of  the  authorized  capital  has  been  subscribed,  and 
10%  has  been  paid  on  the  cash  subscriptions  and  deposited  in  a  bank, 
an  organization  meeting  of  all  the  subscribers  of  shares  must  be  called. 
The  business  to  be  done  is  the  adoption  of  the  by-laws,  the  appointment 
of  directors  and  auditor-inspectors,  the  discussion  of  the  valuation  of 
property  to  be  acquired  for  payment  in  shares,  and  the  profits  or  ad- 
vantages to  be  granted  to  promoters.  The  approval  or  rejection  of  such 
agreements  must  be  decided  by  resolutions  passed  at  that  meeting. 

The  directors  may  appoint  one  or  more  of  their  number  as  man- 
agers. Both  directors  and  auditors  must  deposit  shares  with  the  cor- 
poration as  a  guarantee  for  the  honest  performance  of  their  duties.  Any 
of  the  directors  or  auditors  may  be  dismissed  at  any  time  by  a  resolu- 
tion of  a  general  meeting  of  stockholders.  After  the  first  meeting,  the 
articles  of  incorporation  and  the  by-laws  must  be  registered  at  the 
Commercial  Registry. 

One  or  more  auditor-inspectors  of  the  company  are  elected  by  the 
general  meeting  of  stockholders  each  year;  those  to  act  for  the  first 
year  may  be  named  in  the  articles.  The  duties  of  these  auditor-inspec- 
tors (Comisarios)  are  to  supervise  the  acts  of  management  of  the 
directors,  and  to  report  on  them  to  the  stockholders  direct.  They 
may  examine  all  the  books,  papers  and  correspondence  of  the  corpora- 
tion. The  annual  trading  reports  and  balance  sheets  must  be  sub- 
mitted to  them  for  approval  and  time  allowed  for  examination  before 
the  annual  meetings  of  stockholders. 

Corporations  must  advertise  their  annual  balance  sheets  in  the 
official  newspaper  of  each  district  in  which  they  have  a  place  of  busi- 
ness. 

Dividends  may  only  be  paid  out  of  the  profits,  with  the  exception 
that  a  corporation  may  take  power  by  its  articles  to  pay  interest  of 
not  more  than  6%  per  annum  for  a  period  of  not  more  than  five  years 
after  incorporation,  such  interest  being  treated  as  part  of  the  cost  of 
incorporation. 

The  ownership  of  shares  is  proved  by  the  entries  in  the  share 
register.     No  corporation  may  lend  money  on  its  own  shares. 

With  the  consent  of  a  general  meeting  of  stockholders,  a  corpora- 
tion may  purchase  its  own  shares  from  profits  available  for  dividends. 

The  quorum  required  for  general  meetings  is  half  of  the  authorized 
capital,  otherwise  the  meeting  must  be  adjourned;  at  such  adjourned 
meeting  any  majority  is  sufficient. 
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Bonds. — The  regulations  for  the  issue  of  bonds  by  corporations 
provide  for  the  election  of  a  trustee  for  the  bond  holders,  who  has  the 
right  to  attend  all  meetings  of  stockholders  and  to  inspect  all  books  and 
documents  open  to  stockholders. 

If  the  bonds  are  offered  for  public  subscription,  the  prospectus 
must  contain  full  details  of  the  financial  position  of  the  corporation,  and 
it  must  state  how  the  cash  received  is  to  be  used.  The  minutes  of  the 
general  meeting  authorizing  the  issue  of  the  bonds,  and  a  statement 
of  the  conditions  of  the  issue  and  any  mortgage  given  to  secure  the 
bonds,  must  be  filed  at  the  Public  Commercial  Registry.  The  interest 
payable  must  not  be  less  than  4%.  If  the  redemption  is  to  be  made  by 
annual  drawings,  the  amounts  must  be  equal  for  each  year. 

Costs  of  Incorporation — Domestic  Companies.— The  chief  ex- 
pense is  the  annual  tax  payable  by  corporations.  Mexico  is  divided 
into  27  states,  3  territories  and  the  Federal  district.  Each  of  these 
has  the  right  to  manage  its  own  local  affairs,  and  to  assess  and  collect 
taxes  on  corporations  and  traders  having  establishments  in  their  dis- 
tricts. There  are  no  other  annual  license  or  trading  taxes.  The 
following  are  the  annual  taxes  on  domestic  and  foreign  corporations 
which  are  levied  in  the  Federal  district.  The  payment  of  these  taxes 
in  the  Federal  district  clears  a  corporation,  either  domestic  or  foreign, 
from  the  payment  of  corporation  taxes  in  any  of  the  other  districts 
or  states.  (Tlie  peso  named  is  the  silver  peso  or  dollar,  worth  50 
cents  U.  S.  money). 

On  authorized  capital  up  to  1,000  pesos,  tax  of  6% 


From  1,001  to 

5,000 

5% 

5,001 

10,000 

4% 

10,001 

20,000 

3/2% 

20,001 

30,000 

3% 

30,001 

40,000 

2.8% 

40,001 

50,000 

2.6% 

50,001 

100,000 

2.4% 

100,001 

150,000 

2.2% 

150,001 

200,000 

2% 

200,001 

250,000 

1.8% 

250,001 

300,000 

1.6% 

300,001 

350,000 

1.4% 

350.001 

400,000 

1.3% 

400,001 

500,000 

1.2% 

500,001 

1,000,000 

1% 

On  the  amount  exceeding  one  million  pesos,  the  tax  is  H%-     Foi" 
the  Federal  district,  the  tax  is  payable  in  instalments  of   l/6th  every 
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two  months.  The  payment  of  the  Federal  tax  exempts  the  corpora- 
tion from  the  payment  of  a  corporation  tax  in  every  other  state  of 
the  whole  country. 

The  separate  states  fix  their  own  rates  of  tax  and  the  methods  of 
payment.     Some  of  the  states  do  not  tax  corporations. 

At  present,  there  is  no  income  tax  or  excess  profits  tax  on  corpo- 
rations, but  there  is  a  supplementary  tax  of  5%  on  the  amount  of  the 
local  taxes,  which  is  payable  to  the  Federal  government.  There  are 
also  taxes  on  sales  and  on  manufacturing,  and  stamp  duties  on  all 
kinds  of  transactions,  in  addition  to  export  and  import  duties,  and 
petroleum  and  mining  taxes. 

Foreign  Corporations. — The  regulations  governing  the  rights  of 
foreign  corporations  to  carry  on  business  in  Mexico  are  contained  in 
articles  15,  24,  265  and  266  of  the  Commercial  Code.  The  substance 
of  these  regulations  is  that  foreign  corporations  must  apply  for  per- 
mission to  trade.  They  must  furnish  proof  of  their  legal  formation 
under  foreign  laws,  and  must  file  copies  of  their  articles  of  incorpora- 
tion, by-laws,  and  the  last  balance  sheets,  together  with  the  names  and 
addresses  of  directors  and  managers.  They  must  also  agree  to  accept 
the  jurisdiction  of  the  Mexican  courts  as  regards  business  done  in 
Mexico. 

Registration  is  required  from  all  foreign  corporations  which  carry 
on  business  regularly,  in  their  own  names,  through  agencies  or 
branches,  or  from  permanent  addresses  within  the  Republic  of  Mexico. 
If  registration  is  not  made,  the  foreign  corporation  cannot  collect 
debts  through  the  Mexican  courts  nor  enforce  contracts  in  the  state; 
its  existence  is  not  recognized,  and  every  person  who  acts  on  its  behalf 
is  individually  liable  for  all  its  debts  and  obligations  in  Mexico. 

Method  of  Registration — (Protocolization.) — The  petition  for  a 
license  to  trade  must  be  made  to  the  Department  of  Foreign  Relations 
in  Mexico  City.  With  the  petition,  certified  copies  must  be  sent  of 
the  articles  of  incorporation  or  charter  and  the  by-laws,  with  any 
amendments,  and  the  last  balance  sheet.  These  documents,  accompanied 
by  certified  translations  into  Spanish,  are  examined ;  if  approved  they 
are  delivered  to  a  Notary  Public  who  records  and  keeps  them,  but 
issues  certified  copies  and  attaches  revenue  stamps.  These  certified 
copies  are  the  legal  evidence  of  the  granting  of  the  permission  to  trade. 
They  must  be  registered  in  the  Commercial  Registry. 

The  following  are  the  requirements  for  the  certification  of  the 
documents  already  named.  The  copies  of  the  articles  of  incorporation 
or  charter  must  first  be  certified  by  the  Secretary  of  State,  or  other 
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official  of  the  state,  under  whose  laws  the  corporation  was  formed. 
These  documents  must  next  be  certified  by  the  Mexican  Consul  in  that 
state,  who  attaches  two  certificates,  one  certifying  the  signature  of  the 
foreign  state  official,  and  the  other  certifying  that  the  corporation  has 
been  legally  constituted  under  the  laws  of  that  state.  If  there  is  no 
Mexican  Consul  in  the  American  State  where  the  company  was  in- 
corporated, the  articles  of  incorporation  or  charter  must  be  sent  to  the 
Secretary  of  State  at  Washington,  D.  C,  who  certifies  the  signature  of 
the  state  officials.  The  Mexican  Ambassador  at  Washington  then 
issues  a  certificate  that  the  corporation  has  been  legally  formed.  Unless 
the  present  officers  of  the  corporation  are  named  in  the  charter  or 
articles,  the  secretary  of  the  corporation  must  issue  and  certify  copies 
of  the  minutes  of  their  election.  The  secretary  must  also  certify  copies 
of  the  by-laws  and  any  amendments,  and  copies  of  the  resolutions 
adopting  them.  A  copy  of  the  last  balance  sheet  must  be  sworn  cor- 
rect, by  the  secretary,  before  a  notary  public.  The  notary's  signature 
must  be  certified  by  the  clerk  of  the  district  court  or  the  Secretary  of 
State.  The  certified  copies  of  all  these  documents  are  next  sent  to 
the  Department  of  Foreign  Relations  in  Mexico  City,  where  the  signa- 
tures of  the  Mexican  Consul  or  Ambassador  are  certified.  The  docu- 
ments must  now  be  translated  into  Spanish  by  an  official  translator, 
or  the  translation  already  made  must  be  certified  correct  by  him.  A 
petition,  for  registration,  together  with  the  documents  named  and  the 
translations,  are  next  delivered  to  the  court,  which  examines  them  to 
see  if  they  are  in  accordance  with  the  regulations.  A  certificate  of 
approval  is  then  issued  and  the  documents  are  issued  to  the  notary 
public  for  recording  and  stamping  with  the  proper  revenue  stamps. 
The  subsequent  registration  of  the  corporation  at  the  Commercial 
Registry  completes  the  formalities  required  for  permission  to  carry  on 
business  in  Mexico. 

Although  an  American  corporation  registered  in  Mexico  is  com- 
pelled to  accept  the  jurisdiction  of  the  Mexican  courts  for  Mexican 
business,  it  is  entitled  to  the  protection  of  the  American  Consuls  in 
that  country.  American  stockholders  in  Mexican  corporations  are  also 
protected  as  far  as  possible. 

The  ownership  of  Mexican  lands,  and  waters,  or  oil  or  mining  con- 
cessions, is  restricted  to  native  or  naturalized  citizens  and  Mexican 
corporations.  Foreign  persons  may  acquire  such  rights  when  author- 
ized by  the  state.  Recent  laws  have  forbidden  foreign  corporations  to 
acquire  land,  or  petroleum  or  mining  rights,  but  the  foreign  nations 
interested  do  not  recognize  these  laws  as  applying  to  properties  or  con- 
cessions already  owned  by  foreign  corporations. 
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Fees  Payable  by  Foreign  Corporations, — American  firms  which 
do  business  directly  with  Mexican  firms,  by  correspondence  or  through 
travelling  salesmen,  are  not  required  to  register,  and  they  pay  no 
Mexican  taxes.  If  they  do  business  regularly  through  an  agent,  without 
being  registered,  their  goods  would  be  subject  to  seizure  for  his  debts 
and  it  would  be  difficult  to  recover  possession.  It  is  therefore  better  to 
register.  Where  an  American  or  foreign  corporation  has  been  regis- 
tered, it  is  liable  for  the  same  annual  taxes  as  a  Mexican  corporation, 
already  stated. 

The  cost  of  registration  would  be  somewhat  higher  than  for  the 
incorporation  of  a  Mexican  corporation  with  the  same  capital. 

The  best  method  is  for  the  American  corporation  to  form  a  cor- 
poration, under  Mexican  laws,  for  the  Mexican  trade  alone,  the  capital 
being  fixed  at  a  small  amount.  Mexican  laws  permit  the  whole  of  the 
stock  being  held  by  foreign  individuals  or  corporations.  The  American 
corporation  would  then  be  liable  for  U.  S.  income  tax  only  on  the 
amounts  actually  declared  as  dividends  by  the  Mexican  corporation, 
and  not  on  the  whole  of  its  profits. 

The  powers  of  the  Mexican  managers  or  agents  could  be  limited  by 
restrictions  in  the  articles  of  incorporation  or  in  the  by-laws. 

All  powers  of  attorney  given  to  agents  in  Mexico  must  be  registered 
at  the  Commercial  Registry. 

Mexican  Stock  Exchanges. — There  is  only  one  Stock  Exchange 
in  the  Republic,  that  of  Mexico  City.  It  deals  chiefly  in  Mexican 
Government  bonds  of  the  internal  and  external  loans,  Mexico  City  and 
other  Municipal  bonds,  guaranteed  and  other  railroad  bonds,  and  the 
stocks  and  bonds  of  Mexican  oil  and  industrial  undertakings.  These 
securities  are  also  traded  largely  in   New   York,   London,   and   Paris. 

MONACO  (Principality  of) 

Monaco  is  an  independent  state,  governed  solely  by  its  own  laws. 
The  French  language  is  used  for  business.  French,  Italian  and  Swiss 
moneys  are  used  in  trade.  There  are  no  special  provisions  of  company 
law  referring  to    foreign  companies. 

Companies  cannot  be  formed  in  the  principality  unless  with  the 
authorization  of  the  Prince.  Only  those  companies  which  have  their 
head  office  out  of  the  principality  are  considered  as  foreign  companies. 
They  are  treated  on  the  same  footing  as  foreign  individuals,  having 
full  civil  rights  so  far  as  is  consistent  with  their  constitution.  Their 
powers  are  governed  by  their  own  articles  of  incorporation  and  by-laws. 
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A  foreign  company  may  sue  or  be  sued  in  the  principality  on  con- 
tracts entered  into  between  the  company  and  any  inhabitant  or  firm 
domiciled  in  Monaco. 

All  foreign  companies  are  subject  to  the  provisions  of  the  ordinary 
law  of  Monaco,  by  which  the  Prince  has  the  right  to  have  enquiry 
made  into  the  business  of  any  person  taking  up  his  residence  in  the 
principality  and  to  permit  such  person  to  carry  on  his  business,  or  to 
expel  him,  without  right  of  appeal,  the  Prince  having  supreme  power. 

MONTENEGRO 

The  unit  of  money  is  the  "perper,"  having  practically  the  same  value 
as  the  Austrian  krone.  The  German  and  French  languages  are  used 
for  foreign  trade. 

Foreign  companies  are  freely  permitted  to  carry  on  business  in  the 
kingdom,  and  may  sue  or  be  sued  in  the  courts. 

Foreign  persons  and  foreign  firms  enjoy  the  same  rights  as  native 
persons  or  firms,  except  that  no  foreigner  may  become  the  owner  erf 
land  or  buildings  in  the  kingdom  otherwise  than  by  direct  gift  from 
the  King. 

The  execution  of  the  judgments  of  foreign  courts  is  provided  for 
by  the  Montenegrin  Code. 

The  legality  of  acts  of  foreign  companies  is  allowed  to  be  governed 
by  the  laws  of  the  countries  in  which  they  are  registered. 

The  Montenegrin  law  even  provides  that  the  courts  may  be  asked 
to  support  any  acts  done-  in  Montenegro  by  foreign  companies,  with 
the  view  of  maintaining  and  legalizing  such  acts. 

NETHERLANDS 
(Holland) 

Money. — The  unit  of  money  is  the  florin  or  guilder  of  100  cents. 
The  par  value  of  the  florin  (fl.  1)  in  U.  S.  money  is  40.19  cents.  Both 
the  silver  and  gold  coins  are  legal  money  to  any  amount.  The  florin 
was  formerly  divided  into  20  "stuivers,"  and  London  still  quotes  bills 
on  Amsterdam  in  florins  and  "stivers."  The  Netherlands  is  a  free 
trade  country. 

Corporation  and  Partnership  Laws. — The  regulations  regarding 
domestic  partnerships  and  corporations  are  contained  in  the  Netherlands 
Code  of  Commerce  of  1838  (Wetboek  van  Koophandel),  Book  1, 
Title  3.  These  laws  apply  to  the  whole  of  the  Kingdom  and  to  its 
colonies  abroad,  Java,  Sumatra,  Dutch  Borneo,  part  of  New  Guinea, 
Curasao  and  various  islands  in  the  East  Indies. 
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Partnerships  must  be  formed  by  deed  and  the  details  of  constitution 
and  capital  must  be  registered  in  the  Trade  Registry  of  the  Chamber 
of  Commerce  of  the  district  where  the  business  is  carried  on.  The 
register  is  open  to  public  inspection,  and  any  one  may  obtain  copies  of 
the  deeds.  A  summary  of  the  deed  must  also  be  advertised  in  the 
official  gazette  and  in  a  local  newspaper.  The  Netherlands  law  recog- 
nizes three  kinds  of  firms,  ordinary  partnerships,  limited  partnerships 
(commanditaire  vennootschappen),  and  stock  corporations  with  lim- 
ited liability  of  stockholders,  (naamlooze  vennootschappen).  The  term 
"Maatschappij"  is  a  general  term,  meaning  "company"  or  "corporation." 

Domestic  Corporations. — Articles  of  incorporation  must  be  at- 
tested by  the  subscribers,  before  a  notary.  They  must  then  be  sub- 
mitted for  the  approval  of  the  ruling  king  or  queen,  which  is  merely 
a  formality.  The  articles  and  the  certificate  of  the  royal  assent  must 
be  registered  in  full  in  the  Trade  Register  of  the  local  Chamber  of 
Commerce.  They  must  also  be  published  in  the  official  gazette ;  no 
charge  is  made  for  this.  Notice  of  the  incorporation  of  the  company 
must  be  advertised  in  the  newspaper  of  the  district  where  the  business 
is  to  be  carried  on.  Any  changes  of  the  articles,  or  resolutions  for  the 
liquidation  of  the  corporation,  or  for  a  renewal  of  its  period  of  exist- 
ence, must  be  submitted  for  royal  approval  and  registered  and  adver- 
tised. Share  certificates  to  bearer  can  only  be  issued  for  fully  paid 
shares.  If  50%  or  more  of  the  stock  capital  has  been  lost,  the  directors 
must  register  this  fact  at  the  local  court,  and  must  give  notice  of  it 
by  advertisement.  If  75%  of  the  capital  has  been  lost,  the  corporation 
must  be  dissolved  for  that  reason. 

The  royal  consent  to  the  incorporation  will  not  be  given  unless  at 
least  20%  of  the  authorized  capital  has  been  subscribed.  The  corpora- 
tion must  not  commence  business  until  at  least  10%  of  the  total  capital 
has  been  received  in  cash.  The  appointment  of  auditors  is  optional,  but 
trading  accounts  and  balance  sheets  must  be  submitted  by  the  directors 
to  the  stockholders  at  annual  general  meetings. 

There  are  no  restrictions  which  would  prevent  the  whole  of  the 
shares  of  a  domestic  corporation  being  held  by  foreign  persons  or 
corporations,  but  such  a  course  is  not  advisable. 

Corporation  Fees  and  Stamp  Duties. — The  Registration  Act  of 
March  22,  1917,  fixed  an  incorporation  fee  of  2j/2%  on  the  capital 
issued  for  cash  subscriptions  or  property  acquired,  and  ^%  on  the 
balance  unissued.  For  corporations  organized  before  this  date,  there 
is  a  fixed  duty  of  10  florins  ($4)  on  the  issue  of  founders'  shares  and 
J4  florin  on  shares  subscribed   for  cash.     New  certificates  issued   for 
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transfers  or  sales  also  pay  Yi  florin  stamp  duty.  These  taxes  on  issues 
and  transfers  are  only  levied  on  the  shares  of  corporations  formed 
previous  to  1917,  because  no  incorporation  fees  were  payable  before 
that  date.  There  is  no  tax  on  issues  of  shares  of  later  corporations. 
Bonds  redeemable  at  a  premium  are  taxed  1%  at  the  time  of  issue. 

Foreign  Corporations. — There  are  no  special  laws  relating  to  the 
granting  of  trading  licenses  to  foreign  firms  or  corporations.  A  judg- 
ment of  the  Appeal  Court,  on  March  23,  1866,  established  the  rights 
of  foreign  companies  to  sue  or  be  sued  in  the  Dutch  Courts,  without 
any  express  authorization  being  necessary.  It  was,  at  the  same  time, 
declared  that  the  Dutch  law  must  prevail  for  all  acts  done  in  Holland. 

Foreign  firms  and  companies  have  full  freedom  to  trade  in  Holland 
and  to  open  branches  and  agencies  there.  AH  concerns  doing  business 
in  that  country  must  register  details  of  their  constitution  and  capital  in 
the  Trade  Register  of  the  local  Chamber  of  Commerce.  The  fees  are 
small. 

The  holding  of  land  in  Dutch  colonies  is  subject  to  restrictions  by 
the  Dutch  government. 

American  companies  trading  in  such  colonies  will  find  it  advisaJble 
to  appoint  local  directors  who  are  Dutch  citizens. 

Taxes  and  Returns. — No  annual  returns  or  accounts  are  required 
from  domestic  or  foreign  corporations.  Domestic  corporations  do  not 
ipay  income  tax  or  excess  profits  tax  on  their  total  profits,  but  a  tax 
called  a  "dividend  and  bonus  tax"  is  charged  on  the  dividends  dis- 
tributed. Profits  carried  to  reserve,  or  carried  forward,  are  exempt. 
The  tax  is  at  the  rate  of  5%  for  the  government,  with  a  surtax  for 
the  municipality.  The  land  taxes  are  6%  on  the  annual  rental  value 
of  vacant  lots,  and  4.86%  on  land  on  which  there  are  buildings  (im- 
proved land). 

Between  the  years  1893  and  1915,  an  annual  franchise  or  license  tax 
was  levied,  but  no  tax  of  this  kind  is  now  payable. 

Taxes  on  Stocks  and  Bonds. — There  is  a  tax  of  1%  on  transfers 

of   foreign   stocks  and  bonds.     The  statements  sent  to   customers  by 

stockbrokers  are  taxed  5  cents  on  each  50  florins  of  the  transaction. 

The  commission  charges  of  stockbrokers  for  buying  or  selling  are: 

Securities  quoted  at  not  more  than    10%^  of  their  par  value,  0.15%  on 

the  par  value. 
Securities  quoted  at  not  more  than    25%  of  their  par  value,  0.2%  on 

the  par  value. 
Securities  quoted  at  not  more  than  105%  of  their  par  value,  0.3%  on 

the  par  value. 
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Securities  quoted  at  more  than  105%  of  their  par  value,  0.3%  on  the 
selling  price. 

Taxes  on  Bills  of  Exchange. — Cheques,  bills  of  exchange,  prom- 
issory notes  and  drafts,  payable  within  the  Kingdom,  are  taxed  5  cents 
on  each  100  florins.  Short-dated  notes,  and  bills  payable  abroad,  pay 
a  fixed  tax  of  10  cents,  whatever  may  be  their  amounts. 

AMSTERDAM  STOCK  EXCHANGE 

The  official  hours  are  from  1.30  to  3  p.  m.  Prices  are  quoted  either 
by  the  French  method  or  by  the  German  method,  according  to  the 
nationality  of  the  securities.  Transactions  are  mostly  for  cash.  De- 
liveries are  made  within  four  days.  Settlement  dealings  are  liquidated 
every  two  months. 

Shares  of  foreign  companies  are  admitted  to  official  quotation  if 
their  share  capital  is  over  500,000  florins  ($200,000),  provided  that  there 
are  sufficient  dealings  in  such  shares,  and  that  an  adequate  number  has 
been  issued  to  the  public.  The  demand  for  admission  must  be  made 
through  a  Dutch  stockbroker. 

NEW  ZEALAND 
(Stock  Exchanges) 

(For  the  regulations  respecting  corporations,  partnerships,  and  in- 
come tax,  see  page  643.) 

The  cities  of  Auckland,  Wellington  and  Canterbury  have  Stock  Ex- 
changes, the  most  important  being  Auckland.  The  following  informa- 
tion relating  to  the  last  named  will  give  a  general  idea  of  the  stock  ex- 
change methods  of  the  other  towns. 

Auckland  Stock  Exchange. — The  dealings  are  made  between  the 
brokers  for  the  buyers  and  the  sellers.  There  are  no  jobbers.  Settle- 
ments are  daily.  Both  listed  and  unlisted  stocks  and  bonds  are  traded, 
but  the  commission  on  unlisted  stocks  is  double  that  charged  for  listed 
stocks. 

Minimum  parcels  (board  lots)  are:  (1)  mining  shares,  not  ex- 
ceeding Is.  (25c.  each),  300  shares;  over  Is.,  up  to  2s.  6d.,  200  shares; 
over  23.  6d.  up  to  5s.,  100  shares ;  over  5s,  50  shares  or  £50  ($250)  worth. 

Brokers'  commissions  on  listed  securities,  payable  by  both  buyer  and 
seller  on  all  shares  up  to  6d.,  J^d.  per  share,  (J^c.  on  12c.)  ;  over  6d., 
up  to  2s.,  J^d.  per  share,  (12c.  to  SOc,  Ic.  per  share)  ;  over  2s.,  up  to 
3s.  4d.,  Id.  per  share;  over  3s.  4d.,  up  to  10s.,  IJ^d.  per  share;  over  10s., 
l%%;  syndicate  shares  2j/2%. 
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On  "rights"  the  seller  pays  ordinary  brokerage  on  the  price;  the 
buyer  also  pays  ordinary  brokerage,  plus  transfer  fees. 

Minimum  commission  on  shares,  5s.  ($1.25). 

The  commission  on  New  Zealand  Government  bonds  is  ^%  on  the 
face  value,  up  to  £1,000;  %%  on  the  excess.  All  other  local  loans,  5^2% 
on  the  face  value;  any  other  bonds,  1%.  War  Loan  certificates,  1%  on 
price. 

Stamp  duties:  (1)  on  stocks,  price  not  over  £20,  stamp  Is.  3d.  (30c. 
per  $100)  ;  over  £20,  not  over  £50,  3s. ;  for  every  additional  £50  or  frac- 
tion, 3s.  Stamp  duties  on  transfers  which  are  not  sales,  12s.  6d.  ($3.12). 
Buyer  pays  stamp  duty  and  transfer  fee.  (2)  On  mining  shares,  trans- 
actions not  exceeding  £100,  stamp  Is.  3d.;  over  £100,  3s.  Every  transfer 
not  being  an  actual  sale,  12s.  6d.  Buyer  pays  transfer  fee.  Accrued 
interest  is  charged,  in  addition  to  the  quoted  price,  for  Government 
stocks.  Treasury  Bills,  and  Government  or  Municipal  debentures 
(ibonds) . 

The  securities  traded  are  those  of  local  banks,  insurance  companies, 
finance  and  mortgage  companies,  gas,  shipping,  coal,  timber  and  woollen 
manufacturing  companies,  and  a  large  variety  of  other  industrial  enter- 
prises, as  well  as  of  New  Zealand  and  Australian  gold,  silver,  quick- 
silver, zinc  and  iron  mining  companies. 

The  bonds  traded  are  those  of  the  New  Zealand  Government  and 
the  City  of  Auckland,  and  of  the  Local  Harbor  Board,  waterworks  and 
gas  companies. 

Members  of  the  Stock  Exchange  are  not  allowed  to  advertise  or 
to  send  circulars  to  other  persons  than  their  own  clients. 

NORWAY 

The  languages  used  for  business  are  Norwegian,  English  and  Ger- 
man. The  money  is  the  same  as  that  of  Denmark,  the  three  countries, 
Denmark,  Norway  and  Sweden  having  formed  a  monetary  union  with 
uniform  coinage. 

Corporation  Law. — Norwegian  law  is,  in  general,  similar  to  the 
Danish  law.  In  both  countries  there  are  no  special  laws  respecting 
business  corporations.  The  articles  of  association  and  tlie  by-laws 
govern  either  a  domestic  or  a  foreign  corporation.  No  permission  is 
required  for  the  formation  of  a  corporation;  the  filing  of  the  details 
of  its  constitution,  at  the  Registry  of  Commerce,  is  the  chief  require- 
ment for  its  recognition  as  a  legal  company.  Only  corporations  with  an 
authorized  capital  exceeding  500,000  crowns  are  entitled  to  issue  bonds 
to  bearer.     The  bonds  must  give  a  fir.st  mortgage  on  the  real  estate 
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of  the  corporation,  which  must  be  of  a  value  not  less  than  double  the 
total  amount  of  bonds  issued.  The  minimum  amount  of  a  bond  issue 
must  be  50,000  crowns,  in  bonds  of  not  less  than  200  crowns  each,  re- 
payable by  annual  instahnents  within  30  years. 

Foreign  Corporations.— Foreign  companies  or  firms  cannot  ac- 
quire land  or  buildings,  or  mining  rights,  on  Norwegian  territory,  with- 
out the  authorization  of  the  King  of  Norway.  Nor  can  they,  without 
the  same  permission,  take  leases  of  lands  or  buildings  for  longer  than 
ten  years. 

Firms,  partnerships,  and  companies  are  considered  to  be  foreign  if 
their  headquarters  are  out  of  Norway  or  Sweden,  or  if  they  are  not 
composed  exclusively  of  Norwegian  or  Swedish  citizens. 

It  is  forbidden  for  foreign  firms  to  hold  Norwegian  or  Swedish 
land  through  a  Norwegian  or  Swedish  trustee. 

Foreign  partnerships  and  companies  must  register.  Partnerships 
must  declare  the  names  and  addresses  of  the  partners,  description  of 
business,  situation  of  branches,  and  the  authority  of  the  partners  to 
sign  on  behalf  of  the  firm. 

Stock  corporations  must  file  their  articles  of  incorporation  or  charter 
and  declare  the  date  of  their  incorporation,  nature  of  business,  situa- 
tion of  Norwegian  branches,  amounts  of  shares  and  whether  registered 
or  to  bearer,  share  capital,  names  and  addresses  of  directors,  and  of 
persons  authorized  to  sign  on  behalf  of  the  company,  statement  as  to 
which  newspapers  (if  any)  will  be  used  for  publishing  notices  to 
members. 

Registration  of  powers  of  attorney  is  not  required,  but  it  is  desirable. 

PARAGUAY 

The  commercial  language  is  Spanish.  The  unit  of  money  is  the 
peso  or  Paraguay  dollar  of  100  centavos,  which  was  originally  intended 
to  have  the  same  value  as  the  French  silver  5-franc  piece.  The  "$"  sign 
is  generally  used  instead  of  the  word  "peso."  Imports  are  paid  for 
chiefly   in   Argentine   paper  money. 

Corporation  Laws. — The  Code  of  Commerce,  article  318,  makes 
the  following  regulations  for  the  incorporation  of  domestic  companies : 
(1)  There  must  be  at  least  ten  subscribers;  (2)  the  capital  may  be 
issued  in  separate  sections  of  not  less  than  20%  of  the  total  authorized 
capital,  the  first  section  of  which  must  be  fully  subscribed;  (3)  at 
least  10%  of  the  amount  subscribed  must  be  deposited  in  cash  in  a 
local  bank  until  the  incorporation  formalities  are  completed;  (4)  a 
fixed  time  must  be  stated  in  the  articles  of  incorporation  as  the  period 
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of  existence  of  the  corporation;  (5)  this  period  must  be  approved  by 
the  President  of  the  Republic;  (6)  the  incorporators  must  appear 
before  a  notary  public  in  order  to  sign  and  acknowledge  and  file  the 
certificate  of  incorporation  or  statutes  (articles  of  incorporation)  ; 
(7)  this  certificate  (the  statutes)  must  contain  the  details  of  the  name 
of  the  corporation,  the  address  where  the  business  is  to  be  carried  on 
in  Paraguay,  the  nature  of  the  business,  and  the  period  for  which  the 
corporation  is  formed,  the  amount  of  capital  and  how  divided  into 
shares,  the  regulations  as  to  management  and  supervision,  names  and 
addresses  of  the  first  directors,  date  of  the  annual  general  meeting, 
method  of  dividing  the  profits,  the  amounts  to  be  carried  to  reserve, 
and  the  regulations  respecting  the  dissolution  of  the  corporation. 

The  statutes  are  next  submitted  for  the  approval  of  the  President 
of  the  Republic,  who  issues  an  authorization  of  the  incorporation.  The 
corporation  may  not  commence  business  until  after  this  authorization 
and  the  statutes  have  been  advertised  in  the  newspapers  for  fifteen 
consecutive  days. 

Foreign  Corporations. — Before  commencing  business  in  Para- 
guay, American  and  foreign  corporations  must  register  copies  of  their 
articles  of  incorporation  or  charter,  and  the  by-laws,  which  must  all 
be  certified  by  a  Paraguayan  Consul  in  the  country  where  the  corpora- 
tion was  formed.  These  copies  (with  certified  translations  into 
Spanish)  must  be  registered  at  the  office  of  a  notary  public  in  the 
district  of  Paraguay  where  the  foreign  corporation  intends  to  carry 
on  business.  The  foreign  corporation  must  also  file  a  notice  of  its 
place  of  business  in  the  state,  and  must  appoint  a  resident  local  agent, 
furnished  with  a  power  of  attorney  to  act  for  the  corporation.  The 
amount  of  capital  to  be  used  in  the  state  must  also  be  declared.  This 
must  not  be  less  than  20%  of  the  total  capital,  and  at  least  10%  of  this 
amount  (2%  of  the  total  capital)  must  be  deposited  in  a  local  bank  in 
Paraguay  and  the  deposit  receipt  produced  to  the  notary. 

The  fees  for  the  registration  by  the  notary,  and  the  stamp  duties, 
are  based  on  the  amount  of  capital  declared  as  intended  to  be  used  in 
Paraguay.  The  notary's  charges  are  3  per  1,000  up  to  100,000  oesos 
(Paraguay  dollar);  2H  per  1,000  between  100,001  and  300,000  pesos; 
2  per  1,000  between  300,001  and  600,000;  15^%  for  600,001  and  up  to 
1,000,0(X)  pesos.  The  stamp  duty  is  1  per  1,000  on  the  capital  to  be 
used  in  Paraguay  and  an  additional  stamp  tax  of  2%  on  all  shares 
issued. 

The  fees  of  the  lawyer  in  Paraguay  vary  with  the  amount  of 
capital ;  an  inclusive  fee  for  the  work  is  usually  arranged. 
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There  are  no  income  taxes,  excess  profits  taxes,  or  capital  taxes. 
The  registration  taxes  already  named  permit  the  foreign  corporation 
to  carry  on  business  anywhere  in  the  Republic. 

Real  estate  is  subject  to  national  taxation.  The  municipalities  also 
levy  taxes  on  business  firms  operating  in  their  districts.  The  municipal- 
ity of  Asuncion  levies  a  half-yearly  trading  license  tax  on  all  corpo- 
rations, graded  from  2,000  to  8,000  pesos,  and  a  public  lighting  and 
cleaning  tax  varying  from  540  to  740  pesos,  according  to  the  size  of 
the  corporation  and  the  business  done. 

Stcunp  Taxes  on  Notes,  Stocks  and  Bonds. — Every  cheque  and 
bill  of  exchange  (draft)  must  bear  a  duty  stamip  of  50  centavos.  Prom- 
issory notes  for  not  over  six  months  are  taxed  1  per  1,000;  for  over  six 
months,  2  per  1,000. 

Stock  Exchange. — There  is  only  one  Stock  Exchange  in  the 
Republic,  the  Bolsa  of  Asuncion.  The  securities  traded  are  the  Gov- 
ernment bonds  of  Paraguay,  and  the  stocks  of  the  local  banks.  The 
chief  business  on  the  Stock  Exchange  is  the  buying  and  selling  of 
Argentine  paper  money,  which  is  used  almost  exclusively  in  payment 
for  imports. 

PERU 

The  language  of  the  Republic  is  Spanish;  English  and  French  are 
also  used  for  foreign  trade. 

Money. — The  unit  of  money  is  the  silver  "sol"  (plural  "soles"), 
having  a  par  value  of  48.665  U.  S.  cents.  The  "sol"  is  divided  into 
10  "dineros"  or  lOO  "centavos." 

Values  are  generally  stated  in  Peruvian  pounds  (libras  peruanas), 
equal  to  10  "soles."  The  Peruvian  pound  is  a  gold  coin  of  the  same 
value  as  the  British  pound  sterling,  $4.8665  at  par.  The  two  pounds 
are  stated  thus,  "fp.,"  libra  peruana  or  Peruvian  pound;  "iE.,"  libra 
esterlina,  pound  sterling  or  British  pound.  The  British  pound  sterling 
is  legal  currency  for  10  soles.  Paper  money  is  not  used  in  Peru ;  the 
Government  does  not  issue  notes,  and  will  not  allow  native  banks  to 
issue  them. 

Foreign  exchange  rates  are  quoted  in  percentages  of  discount  or 
premium,  on  a  gold  basis. 

Selling  Through  Agents. — A  foreign  firm  or  corporation,  doing 
business  in  Peru  through  a  local  agent,  would  not  be  required  to  be 
registered  if  the  agent  only  takes  orders  and  does  not  hold  stocks  there, 
or  if  the  goods  are  sold  under  the  agent's  name.    If  the  sales  are  made 
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in  the  name  of  the  foreign  corporation,  registration  would  be  required 
and  a  municipal  license  would  have  to  be  obtained.  The  registration 
fee  would  be  about  ip.  30  ($150).  Tlie  annual  trading  taxes  would 
be  from  £p.  50  to  fp.  100  ($250  to  $500)  paid  half-yearly. 

Corporation  Laws. —  The  majority  of  foreign  firms  doing  business 
in  Peru  find  ii  more  convenient  to  incorporate  a  special  company  under 
Peruvian  laws,  which  are  very  liberal  and  permit  the  whole  of  the 
capital  stock  to  be  held  abroad  by  foreign  individuals  or  corporations. 
The  chief  reason  for  forming  such  Peruvian  corporations  is  to  re- 
move the  Peruvian  trade  from  the  taxes  levied  in  the  United  States 
or  other  countries  where  the  parent  company  was  incorporated.  The 
profits  earned  in  Peru  by  a  Peruvian  corporation  are  not  subject  to 
U.  S.  federal  or  state  income  taxes;  only  the  dividends  due  to  U.  S. 
citizens  or  corporations  are  taxable  in  the  U.  S. 

Difference   Between  U.   S.  and   Peruvian  Corporation  Laws.— 

There  is  a  considerable  difference  between  the  method  in  which  the 
Peruvian  laws  and  those  of  the  American  states  deal  with  the  forma- 
tion of  corporations.  U.  S.  corporations  are  formed  by  charters, 
or  by  permission  granted  by  the  separate  states ;  they  cannot  be  formed 
•without  the  declared  consent  of  the  states.  In  Peru,  corporations  may 
be  formed  by  mutual  agreement  of  the  stockholders,  just  like  a  part- 
nership. So  long  as  the  articles  of  incorporation  and  the  by-laws  of  a 
Peruvian  corporation  are  not  contrary  to  any  provisions  of  Peruvian 
law,  they  are  recognized  as  legally  binding  and  if  the  incorporation 
deed  is  properly  executed,  the  corporation  is  created  by  that  document. 
This  difference  gives  very  much  greater  liberty  to  Peruvian  corpora- 
tions to  make  regulations  to  suit  their  own  particular  needs.  The 
Peruvian  lav/  holds  that  the  conditions  of  the  articles  and  by-laws 
govern  the  corporation  (if  not  against  Peruvian  law),  and  only  matters 
not  dealt  with  in  those  documents  are  subject  to  the  provisions  of  the 
corporation  laws  stated  in  the  code  of  commerce. 

The  agreement  for  the  formation  of  the  corporation  must  be  made 
by  a  deed,  signed  and  attested  by  the  subscribers,  and  registered  at  the 
commercial  registry  (Registro  Mercantil).  Any  later  amendments 
must  be  also  made  by  deed,  and  registered.  Private  agreements  made 
between  subscribers    (and  not  registered)    are  illegal. 

Articles  of  Incorporation. — The  deed  of  incorporation  must  con- 
tain the  following  details:  (1)  Full  names  and  addresses  of  the  sub- 
scribers. A  subscriber  living  abroad  may  issue  a  power  of  attorney 
to  an  agent  in  Peru  to  sign  the  deed  on  his  behalf.  This  power  of 
attorney  must  be  certified  by  the  Peruvian  consul  abroad,  and  it  must 
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also  be  recited  in  full  in  the  articles  of  incorporation.  The  address 
of  the  foreign  subscriber  need  not  be  stated.  (2)  The  name  of  the 
corporation.  This  should  not  be  the  same  as  that  of  any  other  Peruvian 
corporation.  It  should  state  the  class  of  business  to  be  carried  on. 
(3)  The  names  of  the  directors,  managers  and  other-  officials,  and  the 
method  of  electing  them,  and  of  filling  vacancies.  There  are  no  regu- 
lations of  Peruvian  law  as  to  the  minimum  or  maximum  number  of 
directors  nor  as  to  their  nationality  or  place  of  residence.  The  sub- 
scribers to  the  deed  have  full  liberty  to  state  what  powers  shall  be 
given  to  the  directors  and  officers.  Elections  of  directors  must  be  by 
cumulative  voting,  which  permits  a  minority  to  elect  at  least  one  rep- 
resentative. Board  meetings  of  directors  may  be  held  at  any  place 
outside  Peru  or  within  the  state.  General  meetings  of  stockholders 
must  be  held  in  Peru.  (4)  The  capital  of  the  corporation.  Any  prop- 
erty to  be  purchased  by  the  corporation  for  payment  in  shares  must  be 
described,  and  its  value  stated,  in  the  deed  of  incorporation.  The 
capital  must  be  divided  into  shares.  There  are  no  legal  restrictions 
as  to  quantity  or  kind  or  value  of  the  shares  which  may  be  issued,  nor 
are  there  any  fixed  minimum  or  maximum  amounts  of  capital.  There 
is  no  legal  requirement  as  to  the  amount  which  must  be  subscribed 
before  a  corporation  may  commence  business.  Corporations  may  issue 
as  many  kinds  of  shares  as  they  think  fit,  and  these  may  be  issued  to 
any  amount,  for  property  or  cash ;  they  may  be  held  by  persons,  partner- 
ships or  corporations,  native  or  foreign.  A  Peruvian  corporation  may 
purchase  and  hold  stock  of  other  companies,  Peruvian  or  foreign.  The 
capital  stock  may  be  increased  at  any  time,  and  to  any  amount,  at  a 
specially  called  extraordinary  meeting  of  stockholders,  by  a  two-thirds 
majority.  At  least  two-thirds  of  the  stockholders  must  be  represented 
in  person  or  by  proxies.  (5)  The  number  of  shares  and  their  values. 
Shares  may  be  either  registered  or  bearer  certificates,  but  no  bearer 
certificates  may  be  issued  until  at  least  50%  of  their  par  value  has 
been  paid  in.  Shares  may  be  issued  for  cash,  property  or  for  services 
rendered,  in  the  organization  of  the  corporation  or  otherwise.  Stock 
certificates  may  be  signed  by  any  officers  appointed.  Shares  cannot  be 
issued  without  par  value.  The  whole  of  the  capital  stock  may  be  owned 
abroad,  by  individuals  or  corporations.  The  liability  of  stockholders 
is  limited  to  the  amounts  of  their  shares.  (6)  The  time  of  payment 
of  any  balances  due  on  the  shares  subscribed,  or  the  manner  in  which 
the  times  and  the  amounts  of  such  payments  shall  be  fixed,  and  by 
whom.  There  is  no  legal  time  limit  within  which  the  amount  of  shares 
must  be  paid  in,  nor  does  the  Peruvian  law  state  any  minimum  amount 
which  must  be  paid  at  the  time  of  subscribing   for  shares.     (7)    The 
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period  for  which  the  corporation  is  formed.  It  is  a  sufficient  com- 
pUance  with  the  law  if  the  articles  state  that  the  company  is  incor- 
porated for  an  indefinite  period.  (8)  The  nature  of  the  business  to 
be  carried  on.  The  powers  of  the  corporation  may  be  stated  very 
broadly  in  the  deed.  Peruvian  law  does  not  require  a  company  to 
state  specifically  all  the  different  kinds  of  trading  operations  it  will 
undertake.  So  long  as  the  business  done  is  connected  in  any  way  with 
the  general  objects  of  the  company,  it  is  held  that  the  company  has 
power  to  undertake  it.  (9)  The  reasons  for  which  ordinary  and  ex- 
traordinary meetings  of  stockholders  must  be  called,  the  places  and 
the  dates  of  any  periodical  meetings,  the  manner  of  calling  and  of 
conducting  them,  and  the  majorities  required  to  pass  resolutions  of 
various  kinds.  Where  bearer  certificates  have  been  issued  for  stock, 
notice  of  meetings  must  be  given  to  the  stockholders  by  newspaper 
advertisements,  stating  the  purposes  of  the  meetings.  If  only  regis- 
tered stock  is  outstanding,  notices  of  meetings  may  be  given  by  mail. 
Amendments  of  the  articles  of  incorporation  or  by-laws  require  a 
majority  of  two-thirds  of  the  total  value  of  shares  issued,  and  two- 
thirds  in  number  of  the  stockholders,  represented  in  person  or  by 
proxies,  at  an  extraordinary  meeting  called  for  the  purpose.  (10)  The 
voting  powers  given  to  the  stockholders  for  ordinary  and  extraordinary 
general  meetings.  (11)  Any  other  conditions  or  regulations  which  the 
subscribers  may  think  fit  to  state,  as  regards  the  management,  the 
limitation  of  powers  of  local  directors  or  managers,  preparation  of 
annual  trading  accounts  and  balance  sheets,  audits  by  public  account- 
ants, and  other  matters.  All  such  regulations  are  permitted  if  they 
are  not  in  direct  conflict  with  the  general  corporation  laws  of  Peru. 

The  executing  of  the  articles  of  incorporation  by  a  deed,  the  at- 
testation of  the  signatures  of  the  subscribers  before  a  notary  public, 
the  registration  of  the  deed  at  the  commercial  registry,  and  the  payment 
of  the  organization  fees,  are  all  the  formalities  required  for  the 
formation  of  a  Peruvian  corporation.  No  approval  of  the  incorpora- 
tion is  required  from  any  Government  or  state  officials,  and  no  cer- 
tificate of  incorporation  or  trading  license  is  required.  There  are  no 
legal  requirements  as  to  publishing  the  articles  of  incorporation  (deed 
of  organization)  nor  as  to  advertising  the  formation  of  the  corpora- 
tion. The  law  fixes  no  time  within  which  the  corporation  must  com- 
mence business,  nor  any  minimum  capital. 

Incorporation  Fees— Domestic  Corporations.— The  incorporators 
may  choose  between  the  following  two  methods  of  paying  the  organi- 
zation fees:  (1)  A  fee  of  ^  of  1%  on  the  total  authorized  capital 
of  the  corporation,  as  fixed  by  the  deed  of  incorporation,  whether  the 
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total  is  subscribed  or  not;  this  fee  is  payable  at  the  time  the  deed  is 
executed;  or,  (2)  J4  of  1%  on  the  instalments  of  capital  paid  in  from 
time  to  time  by  the  subscribers,  on  the  shares  they  hold.  This  tax  is 
payable  only  on  the  amounts  subscribed  and  at  the  times  when  the  in- 
stalments of  capital  are  paid  in.  Shares  issued  in  payment  of  property 
acquired  by  the  corporation  would  be  considered  as  equal  to  the  receipt 
of  cash  by  the  corporation,  for  the  purpose  of  this  tax.  The  above 
methods  of  paying  the  fees  apply  also  in  the  case  of  any  increases  of 
stock  capital. 

Registration   Fees — Domestic   and   Foreign    Corporations. — The 

following  are  the  fees  payable  on  the  registration  of  either  a  Peruvian 
or  a  foreign  corporation  at  the  commercial  registry :  Tax  on  the  total 
authorized  capital  of  a  Peruvian  corporation  or,  for  a  foreign  corpo- 
ration, on  the  capital  declared  as  intended  to  be  used  in  Peru ;  2  soles 
($1)  for  an  amount  not  exceeding  5,000  soles  ($2,500)  ;  Yz  sol  (25  cents) 
for  each  additional  1,000  soles  ($500)  up  to  500,000  soles;  %  sol  (12^ 
cents)    for  each  additional   1,000  soles. 

Other  Taxes. — There  are  no  annual  franchise  or  license  taxes 
payable  by  domestic  or  foreign  corporations.  Both  classes  of  corpora- 
tions are  treated  alike  as  regards  municipal  or  other  local  taxes.  There 
is  a  proposal  to  establish  an  income  tax  for  Peru  in  the  near  future, 
but  none  exists  at  the  time  of  writing.  There  are  also  several  pro- 
posals before  the  Peruvian  Congress  for  increasing  the  fees  payable 
on  the  registration  of  foreign  corporations,  but  such  increase  would  not 
affect  corporations  already  registered.  The  aim  of  the  Peruvian  laws 
is  to  encourage  the  investment  of  foreign  capital  in  that  country. 
Property  owned  abroad  by  Peruvian  or  foreign  corporations,  and 
profits  made  by  them  abroad,  are  not  subject  to  Peruvian  taxation  of 
any  kind. 

Winding-Up  of  Peruvian  Corporations. — A  resolution  of  an  ex- 
traordinary meeting  of  stockholders  is  required  for  winding-up.  Tliis 
resolution  must  be  carried  by  a  two-thirds  majority  in  value  of  all  the 
stock  issued,  and  by  a  vote  of  two-thirds  in  number  of  the  stock- 
holders present  or  represented  by  proxies  at  such  meeting. 

The  articles  of  incorporation  must  state  the  method  by  which  the 
winding-up  of  the  corporation  is  to  be  carried  out. 

Foreign  Corporations. — The  Peruvian  Congress  has  before  it  a 
proposed  new  law  with  regard  to  the  admission  of  foreign  corporations 
to  registration.  Any  new  laws  of  this  kind  would  not  apply  to  foreign 
corporations   registered   under  the  present  laws.     The   Peruvian   Con- 
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stitution  expressly  forbids  the  passing  of  laws  imposing  taxes  on 
transactions   already   completed. 

The  foreign  corporation  which  registers  in  Peru  has  the  same  trad- 
ing rights  as  a  domestic  corporation,  and  it  may  own  real  estate  and 
carry  on  business  in  any  part  of  the  country  without  being  required  to 
pay  any  additional  registration  fees. 

For  registration,  the  following  documents  must  be  filed  at  the  com- 
mercial registry  (Registro  Mercantil)  of  the  town  or  district  where 
the  business  is  to  be  carried  on,  or  where  the  foreign  corporation  will 
establish  its  chief  office:  (1)  Certified  copy  of  the  charter  or  articles 
of  incorporation  and  by-laws;  (2)  a  certificate  of  the  Peruvian  Consul 
in  the  country  of  origin  stating  that  the  foreign  corporation  has  been 
legally  incorporated  there;  (3)  a  power  of  attorney  executed  by  the 
foreign  corporation,  authorizing  its  agent  in  Peru  to  act  on  its  behalf 
in  Peru;  (4)  a  declaration  by  the  Peruvian  agent  to  whom  such  power 
of  attorney  is  granted,  made  by  deed  and  attested  by  a  notary  in  Peru, 
stating  the  amount  of  capital  which  is  intended  to  be  used  for  the 
business  to  be  carried  on  in  Peru  (this  amount  may  be  fixed  at  any 
sum,  irrespective  of  the  capital  of  the  foreign  corporation). 

The  articles  of  incorporation,  the  by-laws,  and  the  power  of  it- 
torney,  must  be  certified  by  the  officials  pf  the  foreign  corporation, 
who  must  attest  them  before  the  Peruvian  Consul  abroad,  who  "legal- 
izes" them,  that  is,  certifies  them  to  have  been  issued  under  proper 
authority.  If  these  documents  have  not  already  been  translated  into 
Spanish,  they  must  be  translated  in  Peru  by  a  sworn  translator,  and 
'the  translations  must  be  filed  with  the  certified  copies. 

The  law  requires  corporations  to  publish  their  balance  sheets  every 
month,  but  only  banks  and  insurance  companies  do  this.  Other  corpo- 
rations do  not  comply  with  this  law,  and  the  Government  takes  no 
notice  of  the  neglect. 

Registration  Fees. — These  are  the  same  as  those  already  ex- 
plained as  being  payable  for  the  registration  of  a  Peruvian  corporation, 
but  the  foreign  corporation  pays  the  fees  only  on  the  amount  declared 
as  intended  to  be  used  in  Peru  for  the  Peruvian  business.  The  foreign 
corporation  may  choose  either  of  the  two  ways  of  paying  this  tax 
which  have  been  explained  as  optional  methods  for  Peruvian  corpora- 
tions. The  registration  fees  are  payable  once  only;  there  are  no  annual 
franchise  or  license  taxes.  One  registration  covers  the  whole  country, 
and  no  additional  state  or  provincial  fees  are  payable  for  licenses  to 
trade. 

Peru  does  not  tax  any  property  of  foreign  or  domestic  corporations 
which  is  situated  abroad,  nor  any  profits  earned  abroad. 
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Other  Taxes. — (l)Trading  Tax:  All  manufacturing  and  trading 
firms  and  corporations  are  taxed  5%  per  annum  on  their  profits.  The 
assessments  are  made  and  published  every  five  years,  by  the  Treasury 
Department  (Ministro  de  Hacienda),  but  they  may  be  revised  in  any 
year  if  the  profits  have  increased  20%  or  more.  The  assessments  are 
based  on  statements  furnished  by  traders  and  corporations,  which  are 
not  required  to  be  sworn.  Over-assessments  are  reduced  if  the  tax- 
payer produces  a  balance  sheet  and  accounts  within  15  days  after  pub- 
lication of  the  five-year  assessment,  or  within  five  days  of  the  publica- 
tion of  a  revised  annual  assessment.  Balance  sheets  are  accepted  as 
correct;  the  Government  does  not  have  any  audit  of  the  taxpayer's  ac- 
counts made  by  its  own  inspectors.  (2)Real  Estate  Tax:  This  is 
at  the  rate  of  5%  on  the  annual  rental  value  of  all  real  estate  owned 
by  persons,  traders,  or  corporations.  It  is  collected  by  the  Departments 
(states).  Mining  properties  pay  special  taxes  and  are  exempt  from 
real  estate  tax.  (3)  Office  Tax  or  Patente:  This  tax  is  payable 
once  only  by  every  firm  opening  an  office  in  a  town  or  district  in  Peru. 
The  amount  varies  according  to  the  class  of  business.  The  maximum 
rate  is  £p.  100  ($486),  payable  by  banks. 

The  (jovernment  is  very  lenient  as  regards  requiring  the  registration 
of  foreign  firms  and  corporations.  Banks,  insurance  companies,  express 
and  steamship  companies  are  carefully  supervised,  in  the  interests  of 
the  public,  but  traders  and  manufacturers  are  not  troubled  by  Govern- 
ment supervision  or  inspection.  The  Government  does  not  require 
foreign  firms  to  register  unless  a  branch  establishment  is  opened,  or 
unless  they  become  owners  of  land  or  buildings,  or  they  make  con- 
tracts with  the  Government. 

LIMA  STOCK  EXCHANGE 

This  is  the  only  Stock  Exchange  in  Peru.  There  are  three  classes 
of  brokers  recognized  by  the  law,  namely,  produce  brokers  (corredores 
de  mercaderias  o  de  comercio),  shipping  brokers  (corredores  inter- 
pretes  de  buques),  and  stock  brokers  (Agentes  de  Cambio  y  Bolsa). 
All  these  classes  of  brokers  have  their  meeting  place  at  the  Exchange 
(Bolsa  Comercir.l  de  Lima). 

Membership  is  obtained  by  application  to  the  Committee  (la  Camara 
Sindical)  which  elects  applicants  by  ballot.  The  subscription  is  S 
soles  for  three  months   ($10  per  annum). 

Failure  to  fulfil  any  contract  made  on  the  Exchange  is  punished  by 
expulsion. 

The  members  meet  annually  to  elect  the  Governing  Committee,  and 
to  receive  the  report  of  the  retiring  Committee.     This  governing  body 
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is  composed  of  nine  members,  of  which  six  must  be  merchants  and 
three  stockbrokers,  who  each  hold  office  for  one  year,  but  may  be  re- 
elected. 

The  Committee  admits  to  official  quotation  the  securities  of  cor- 
porations with  not  less  than  £p.  4,000  authorized  capital  and  ip.  2,000 
($10,000)  of  capital  stock  issued,  on  which  at  least  10%  has  been  paid 
in.  Before  the  official  quotation  is  granted,  the  corporation  must  ad- 
vertise its  balance  sheet  and  articles  of  incorporation  (los  estatutos). 
Foreign  governments  and  municipal  bonds  may  be  officially  quoted,  if 
quoted  on  the  Stock  Exchanges  of  their  own  countries.  The  Com- 
mittee decides  all  disputes  between  members  themselves,  and  also  be- 
tween a  member  and  any  client,  provided  the  latter  signs  a  promise  to 
abide  by  the  decision  of  the  Committee. 

The  stock  brokers  elect  their  own  special  Committee  of  four  stock 
brokers,  called  "la  Comision  del  Interior,"  which  acts  as  a  Stock  Ex- 
change sub-committee  of  the  general  committee   (Camara  Sindical). 

Stock  brokers  may  discount  bills  of  exchange  and  promissory  notes 
(letras  y  pagares)  ;  they  may  'buy  and  sell  foreign  exchange,  and  deal 
in  coin  and  bullion,  as  well  as  in  stocks  and  bonds. 

Every  applicant  for  membership  must  deposit  ip.  500  ($2,500)  in 
the  national  treasury,  as  security  for  his  dealings. 

Official  transactions  in  bullion,  stocks  and  bonds  are  made  on  the 
Exchange,  by  public  offer  and  demand  between  brokers,  from  4  p.  m. 
to  4.30  p.  m.  daily.  Brokers  absent  for  15  consecutive  Exchange  days, 
in  any  month,  without  sufficient  reason,  are  fined  ip.  5  ($25),  such 
fines  going  to  the  benevolent  fund. 

Board  lots  (official  quantities)  are  values  of  ip.  100  ($500)  for 
any  dealings.  The  rises  and  falls  are  by  5  centavos  (2j4  cents)  as  a 
minimum.  All  transactions  are  marked  by  an  official  marker.  The 
dealings  may  be  made  only  in  securities  admitted  to  official  quotation. 
Dealings  are  generally  for  cash ;  settlements  to  be  made  within  24 
hours.  Other  dealings  are  settled  on  the  1st  and  15th  of  each  month 
(liquidacion  quincenal).  For  transactions  other  than  cash  dealings, 
tickets  must  be  exchanged  by  brokers  within  24  hours. 

Any  broker  defaulting  in  his  engagements  is  suspended  for  five  days, 
after  which  time  the  Committee  may  reinstate  him  if  he  has  made  a 
satisfactory  arrangement  for  payment  of  his  debts  and  this  has  been 
accepted  at  a  meeting  of  his  creditors  by  a  two-thirds  majority  of  three- 
fourths  of  his  creditors,  or  by  a  three-fourths  majority  of  two-thirds 
of  his  creditors.  Failing  such  an  arrangement,  he  is  declared  a  de- 
faulter and  he  cannot  be  re-admitted  within  three  years. 
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Rates  of  Commission — Lima  Stock  Exchange 

2%  for  money  obtained  on  mortgage,  payable  by  the  borrower. 

H%  for  the  sale  of  silver  in  bars,  payable  by  the  seller. 

34%  for  the  sale  or  purchase  of  gold. 

J/a%  for  the  sale  or  purchase  of  stocks  or  bonds,  reckoned  on  the 
cash  value. 

J4%  for  discounting  bills  of  exchange,  pagares  or  drafts,  payable 
by  the  receiver  of  the  money. 

There  is  also  an  extra  commission  of  J4  per  1,000  on  the  amount 
of  the  transaction,  payable  to  the  Stock  Exchange  Committee  by  each 
party  to  the  sale  or  purchase  of  bonds,  short-time  loans,  and  stocks 
(bonos,  cedulas  y  acciones). 

The  Elxchange  publishes  a  daily  quotation  list  (Boletin),  showing 
business  done  in  stocks,  bonds  and  cedulas,  and  the  exchange  rates  on 
New  York  and  European  capitals.  Balance  sheets  of  banks  and  im- 
portant business  firms  are  published  in  the  quotation  list  free  of  charge. 

The  securities   (valores)   dealt  in  are  as  follows : 

Bonds  (obligaciones). — Peruvian  Government  bonds  (Deuda  del 
Estado)  ;  short-time  loans  and  bonds  (cedulas  y  bonos)  of  banks,  trust 
companies,    and    agricultural    and    manufacturing    concerns. 

Stocks  (acciones). — British,  Italian  and  Peruvian  banks,  (insti- 
tuciones  de  credito)  ;  tax-collection  companies,  (companias  recandadoras 
de  rentas  publicas)  ;  insurance  companies,  (companias  de  seguros)  ; 
agricultural  companies,  (sociedades  agricolas)  ;  mining  companies, 
(sociedades  mineras)  ;  local  cotton  manufacturing  companies,  (soci- 
edades manufactureras)  ;  transport  companies,  (trasportes)  ;  water, 
light  and  power  companies,  (aqua,  alumbrado  y  fuerza),  and  miscel- 
laneous companies,    (otras   compafiias). 

Good  dividends  are  paid  on  most  of  the  quoted  stocks. 

The  current  rate  of  interest  on  bonds  is  1%  to  8%  on  the  market 
price. 

POLAND 

The  money  used  is  the  mark  with  a  par  value  of  23.8  cents.  The 
German  and  Russian  languages  are  used  for  foreign  trade. 

The  corporation  laws,  prior  to  the  European  War,  were  Russian 
or  German,  according  to  the  country  by  which  the  particular  district 
was  governed.     No  separate  corporation  laws  have  yet  been  framed. 
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PORTUGAL 

The  moneys  used  are:  (1)  the  old  currency  of  the  "milreis"  divided 
into  1,000  "reis;"  and  (2)  the  new  "ecu"  or  "escudo"  of  100  "cent- 
avos."  One  ecu  is  equal  to  one  milreis.  The  British  gold  pound 
sterling  (par  value  $4.8665)  is  legal  tender  for  4^  milreis  in  gold. 
A  "conto  de  reis"  is  1,000  milreis ;  a  "conto  de  contos"  is  1,000,000 
milreis.     There  is  a  fairly  high  premium  on  gold. 

Corporation  Law. — This  is  contained  in  the  Portuguese  Com- 
mercial Code  of  1888.  The  provisions  are  very  similar  to  those  of 
French  law. 

For  Portuguese  stock  corporations  there  must  be  at  least  ten  mem- 
bers, the  capital  must  be  fully  subscribed,  and  at  least  10%  paid  into 
the  government  bank,  before  the  company  may  commence  business. 

Companies  formed  to  hold  land  or  buildings,  for  longer  than  ten 
years,  require  an  authorization  from  the  government  before  their 
formation.  All  shares  must  be  registered  until  after  being  completely 
paid  up ;  then  they  may  be  changed  to  certificates  to  bearer. 

The  annual  balance  sheets  must  be  advertised.  Bonds  and  debentures 
can  only  be  issued  to  the  amount  of  the  share  capital  paid  up  and 
existing  at  the  time  of  such  issue. 

Foreign  Corporations. — It  is  provided  in  the  Code  of  Commerce, 
clause  8,  that  every  foreigner  capable  of  making  contracts  may  freely 
carry  on  business  in  the  Republic  of  Portugal  and  its  colonies.  The 
capacity  of  the  foreigner,  or  foreign  firm  or  company,  to  make  con- 
tracts is  to  be  governed  by  the  law  of  the  nation  to  which  they  belong. 

Foreign  companies  and  firms  are  considered  to  be  those  which  have 
their  headquarters  out  of  Portugal  and  whose  chief  business  is  carried 
on  out  of  the  Portuguese  Republic. 

Foreign  companies  and  firms,  whose  headquarters  or  principal  trade 
are  in  Portugal,  are  considered  to  be  Portuguese  companies  or  firms, 
and  are  subject  to  all  the  provisions  of  Portuguese  laws. 

Foreign  firms  have  full  legal  and  trading  rights  in  Portugal  without 
being  required  to  register,  if  they  have  no  branch  or  place  of  business 
in  the  country.  If  they  trade  from  a  fixed  and  permanent  Portuguese 
address,  they  must  be  registered  and  must  appoint  a  resident  legal  agent. 

A  foreign  company  opening  branches  or  agencies  in  Portugal  must 
comply  with  the  laws  relating  to  Portuguese  companies  by:  (1)  giving 
proof  of  the  legality  of  its  incorporation  in  its  own  country,  by  means 
of  a  Portuguese  Consul's  declaration;  (2)  registering  the  details  of  its 
capital,  and  (3)   of  its  management,  and  (4)   advertising  these  and  the 
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other  particulars  required  by  Portuguese  law,  such  as  the  granting  of 
powers  of  attorney  to  managers   for  use  in  Portugal. 

Foreign  companies  can  be  declared  bankrupt  by  the  Portuguese 
courts   for  debts  incurred  in  that  country. 

Foreign  partnerships  must  file  their  partnership  deed  and  must 
register,  and  publish  full  details  of  their  constitution  and  management, 
etc. 

By  a  decree  of  December  23,  1899,  it  is  made  compulsory  for  com- 
panies formed  for  undertaking  trade,  manufacturing  or  agriculture  in 
Portuguese  colonies,  to  be  incorporated  in  Portugal,  under  Portuguese 
laws.  Registration  of  powers  of  attorney  is  not  obligatory,  but  is 
desirable. 

PORTUGUESE  STOCK  EXCHANGES. 

Lisbon. — The  Portuguese  Stock  Exchanges  are  under  the  control 
of  the  government,  through  the  Ministry  of  Public  Works,  but  the 
internal  management  is  by  a  committee  elected  by  the  local  chamber 
of  commerce,  and  another  committee  elected  by  the  brokers.  This 
latter  committee  has  charge  of  the  official  list  of  quotations,  which 
must  state  the  highest  and  lowest  prices  of  each  day,  as  well  as  all 
price   movements. 

Commercial  firms  have  full  liberty  to  deal  in  securities  outside  the 
Stock  Exchange. 

The  laws  in  force  respecting  Stock  Exchange  dealings  are  those  of 
Octo'ber  10,  1901,  and  December  21,  1901.  Stockbrokers  are  appointed 
by  the  government,  after  an  examination  for  admission.  The  security 
to  be  given  is  8,000  milreis. 

Securities  of  foreign  governments,  and  of  foreign  companies,  re- 
quire the  approval  of  the  Portuguese  Government  before  being  admitted 
to  official  quotation. 

Oporto. — This  Stock  Exchange  was  created  by  a  royal  decree  of 
January  29,  1891.     It  deals  chiefly  in  local  securities. 

RUMANIA 

The  money  is  the  same  as  that  of  France,  but  the  franc  is 
called  a  "leu"  (plural  "lei").  The  French  language  is  used  for 
foreign  trade. 

Corporation  Laws. — The  first  commercial  code  was  issued  in 
1864,  and  was  based  on  the  French  Code.  This  was  replaced  by  a 
new  code  of  April  16,  1887,  based  on  the  Italian  commercial  code, 
modified    by    a    law    of    April    6,    1900.      At    least    one-third    of    the 
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directors  and  auditors  must  be  Rumanians.  Any  privileges  or 
profits  receivable  by  the  promoters  of  a  company  must  be  named 
in  the  articles  of  incorporation,  and  approved  by  the  first  general 
meeting  of  stockholders.  Promoters  cannot  receive  more  than 
l/30th  of  the  net  profits  of  a  corporation,  payable  only  after  the 
annual  accounts  and  balance  sheet  have  been  approved  at  the 
annual  general  meeting  of  stockholders.  All  public  documents  is- 
sued by  a  company  must  state  the  nature  of  the  company,  (limited 
partnership,  stock  corporation,  or  otherwise)  and  the  amount  of 
capital  actually  paid  in.  At  least  30%  of  the  authorized  capital  must 
be  paid  in  before  incorporation.  When  two-thirds  of  the  stock 
capital  has  been  lost,  the  company  must  be  wound  up.  At  the  an- 
nual meetings  directors  are  forbidden  to  vote  as  proxies  for  stock- 
holders, or  to  vote  for  the  approval  of  the  balance  sheet. 

Bonds  may  only  be  issued  when  authorized  by  resolution  of  a 
general  meeting  of  stockholders  and  for  not  more  than  the  amount 
of  the  capital  paid  in  and  still  existing. 

Foreign  Corporations. — The  nationality  of  a  company  is  de- 
termined, by  the  Rumanian  law,  as  that  of  the  country  where  its 
head  office  is  situated,  and  where  its  principal  business  is  carried  on. 

The  law  relating  to  foreign  companies  establishing  branches  or 
agencies  in  Rumania  is  severe.  Until  1897,  the  same  regulations 
applied  to  both  Rumanian  and  foreign  companies,  but  since  that 
date  native  companies  do  not  need  the  authorization  of  the  govern- 
ment before  commencing  trade,  and  many  other  conditions  have 
been  relaxed  in  their  favor. 

The   old  law   still  applies  to  foreign   companies. 

The  following  are  the  chief  requirements  which  they  must 
observe: 

Before  commencing  business  a  foreign  firm  or  foreign  company 
must  petition  the  Minister  of  Commerce  for  permission  to  open  a 
branch  or  agency  in  Rumania;  four  copies  of  the  deeds  of  any 
properties  which  are  to  be  held  by  the  company  must  be  attached 
to  the  petition. 

The  petition  is  submitted  for  the  approval  of  the  Prefect,  the 
Mayor,  and  the  Chamber  of  Commerce  of  each  district  where  the 
business  is  to  be  carried  on;  enquiry  is  made  as  to  the  importance 
of  the  business,  the  personal  reputation  and  the  financial  position 
of  the  founders  or  promoters  and  the  managers,  and  also  as  to  the 
valuations  of  the  assets. 

Before  the  authorization  to  commence  business  may  be  granted, 
the  foreign  company  must  produce  evidence  that  it  has  been  legally 
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formed  abroad,  and  has  been  authorized  to  carry  on  business  by 
the  government  under  whose  laws  it  has  been  incorporated.  It 
must  also  register  a  list  of  its  directors  and  managers,  and  of  per- 
sons authorized  to  sign  on  its  behalf  for  Rumanian  business. 

A  foreign  company  may  carry  on  business  in  Rumania,  and 
may  plead  in  the  courts,  without  first  observing  the  formalities 
named,  so  long  as  it  is  not  regularly  trading  from  a  permanent 
business  address  or  from  a  branch  in  Rumania.  But  if  it  is  in- 
tended to  carry  on  business  regularly,  in  the  firm's  name,  from  a 
Rumanian  address,  then  the  formalities  must  be  complied  with. 

A  foreign  company  may  only  obtain  permission  to  trade  from 
branches  or  agencies  in  Rumania  provided  that  the  country  in  which 
it  has  been  incorporated  grants  similar  facilities  to  Rumanian  sub- 
jects and  firms.  Foreign  trading  companies  must  deposit  in  the 
State  Treasury  the  sum  of  100,000  lei,  ($20,000)  before  the  authori- 
zation to  trade  will  be  granted.  An  exception  is  made  in  favor  of 
foreign  companies  which  are  formed  for  building  or  installing 
Rumanian  factories  and  works,  or  which  are  to  work  mines  or  rail- 
ways, or  to  carry  on  banking  business. 

After  the  government  authorization  has  been  granted,  the  for- 
eign company  must  register  its  branch  or  agency  at  the  local 
chamber  of  commerce,  and  must  advertise  its  articles  of  incorpora- 
tion and  by-laws,  -with,  all  modifications,  and  the  names  of  the  per- 
sons who  are  to  manage  the  Rumanian  business  or  to  represent 
the  company  in  any  way  in  Rumania.  The  amount  of  the  capital 
reserved  for  carrying  on  the  Rumanian  business  must  be  specially 
mentioned  in  the  notices  and  advertisements. 

A  foreign  company  is  not  permitted  to  carry  on  in  Rumania  any 
business  which  would  not  be  permitted  in  the  country  where  it 
was  registered.  The  Rumanian  government  may  interfere  in  the 
business  if  it  is  considered  that  the  company  is  acting  beyond  the 
powers  given  by  its  charter  or  articles. 

Foreign  companies  cannot  become  proprietors  of  agricultural 
land,  but  may  obtain  leases  of  them  or  concessions  of  mining 
rights. 

Companies  registered  abroad,  for  carrying  on  their  chief  busi- 
ness in  Rumania,  and  having  their  head  office  in  that  country,  are 
considered  as  foreign  companies.  Their  position  is  exceptional, 
because  they  must  observe  all  the  laws  and  regulations  to  be 
observed  by  Rumanian  companies,  and  they  are  also  subject  to  the 
regulations  relating  to  foreign  companies,  such  as  obtaining  the 
authorization  of  the  government  before  commencing  business,  the 
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deposit  of  a  cash  guarantee,  etc.  Such  companies  cannot  have 
their  head  office  in  Rumania  unless  their  charters  or  articles  are  in 
accordance  with  the  Rumanian  laws,  by  which  a  company  cannot 
commence  business  unless  its  capital  has  been  subscribed  in  full 
and  at  least  30%  of  the  total  authorized  capital  has  been  paid  in. 

Foreign  partnerships  must  register  the  names  and  addresses  of 
all  the  partners,  the  trading  name,  addresses  of  the  head  office 
and  of  all  branches,  the  dates  of  commencing  business  at  each 
address,  and  the  names  and  addresses  of  the  partners  who  have 
powers  of  signature  for  the  firm. 

All  powers  of  attorney,  and  any  changes  or  withdrawals,  must 
be  registered,  whether  given  by  companies  or  other  firms. 

RUSSIA 

The  following  notes  summarize  the  corporation  laws  and  prac- 
tice followed  in  Russia  prior  to  the  outbreak  of  the  European  War 
in  1914.  Owing  to  the  existing  chaotic  conditions,  it  is  impossible 
to  furnish  any  accurate  and  reliable  data  as  to  the  present  proce- 
dure and  practice,  even  if  any  trading  is  being  done,  which  is 
doubtful.  In  all  probability,  the  laws  outlined  below  will  again 
become  effective  when   the   country  resumes   its  normal   activities. 

The  currency  is  the  "rouble"  of  100  "kopeks" — at  present 
greatly  depreciated.  The  German  and  French  languages  are  used 
for  foreign  trade. 

Corporation  Laws. — The  Russian  company  law  is  contained  in 
the  "Svod  za  conow"  (Russian  Code)  of  1835.  All  stock  corpora- 
tions require  government  authorization  and  until  this  is  obtained 
the  promoters  and  directors  are  personally  responsible  for  all  debts 
and  contracts  of  the  company. 

The  authorization  is  obtained  after  an  examination  by  the  gov- 
ernment to  ensure  that  the  articles  of  incorporation  are  in  accord- 
ance with  Russian  laws,  and  that  the  rights  of  shareholders  are 
sufficiently  protected.  Shares  must  all  be  of  the  same  kind,  with- 
out any  priorities.  Promoters  or  vendors  must  not  take  more  than 
one-fifth  of  the  shares.  All  shares  must  be  registered  (nomina- 
tive). The  company  must  commence  business  within  a  limited 
time. 

Share  capital  must  be   fully  subscribed,  and  at  least  40%  paid  in. 

Exceptions  to  these  regulations  may  be  allowed  by  special 
"ukases"  (decrees)  and  the  creation  of  shares  to  bearer,  and  pre- 
ferred   shares,    is    frequently    permitted.      On    the   other   hand,   the 
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ukase  may  impose  more  stringent  conditions  than  those  contained 
in  the  Code.  Bonds  and  debentures  cannot  be  issued  for  more 
than  half  the  amount  of  the  paid  in  capital,  nor  without  the  ex- 
press authorization  of  the  government,  granted  after  enquiry  into 
the  security  offered.  All  the  assets  of  the  company,  present  and 
future,  are  liable  for  repayment  of  bonds,  the  issues  of  which  must 
be  registered  as  mortgages. 

Foreign  Corporations. — Foreign  companies  are  considered  to  be 
those  which  are  formed  abroad  under  foreign  laws  and  which  have 
their  head  offices  abroad,  even  though  they  are  carrying  on  a 
Russian  business  from  a  Russian  centre.  The  fact  that  a  foreign 
company  has  been  legally  incorporated  in  a  foreign  country  is 
admitted  as  proof  of  its  legal  existence,  from  which  it  follows  that 
it  has  full  legal  rights  in  Russia — subject  to  the  country  in  which 
it  has  been  registered  having  accorded  similar  rights  to  Russian 
companies  and  Russian  subjects,  by  means  of  treaties  with  Russia. 

Permission  to  trade  in  Russia  is  only  granted  to  companies  and 
firms  formed  in  those  countries  which  grant  similar  trading  rights 
to  Russian  companies  and  Russian  subjects.  Reciprocity  treaties 
of  this  nature  have  been  concluded  between  Russia  and  the  fol- 
lowing nations:  Austria,  Bulgaria,  France,  Germany,  Great  Britain, 
Greece,   Italy,  Switzerland,  and  the  United  States. 

Foreign  companies  registered  in  any  other  countries  than  those 
named  have  no  legal  rights  in  Russia;  their  existence  is  not  recog- 
nized; they  cannot  sue  or  defend  actions  in  the  Russian  courts  nor 
legally  enter  into   contracts   in   Russia. 

An  exception  is  made  in  favor  of  foreign  stock  corporations 
which  are  solely  engaged  in  the  sale  in  Russia  of  foreign  manu- 
factured articles,  and  of  companies  occupied  in  shipping  goods  be- 
tween Russia  and  foreign  ports. 

If  it  is  desired  to  carry  on  business  regularly  in  Russia,  or  to 
open  branches  or  agencies,  and  to  be  legally  recognized  for  this 
purpose,  a  special  law  may  be  requested,  thus  giving  the  Russian 
business  a  definite  legal  standing.  The  Ukase  is  obtained  by  means 
of  a  petition,  to  which  must  be  attached  certified  copies  of  the 
articles  of  incorporation  and  copies  of  the  balance  sheets  for  the 
previous  five  years  (if  the  company  has  been  trading  abroad  for 
that  period);  or,  otherwise,  a  declaration  of  the  objects  of  the 
company  and  the  method  by  which  the  business  is  to  be  carried 
on  in  Russia,  with  a  statement  of  the  amount  of  capital  to  be  used 
in  the  Russian  business. 
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The  government  may  impose  such  conditions  and  make  such 
requirements  as  it  thinks  fit.  The  usual  conditions  insisted  upon 
are: 

(1)  The  appointment  by  the  company  of  a  resident  Russian  agent, 
who  shall  be  responsible  to  the  Russian  government,  on  behalf  of 
the  company;  (2)  an  undertaking  by  the  company  to  accept  the 
jurisdiction  of  the  Russian  courts;  (3)  an  acknowledgment  that 
the  Russian  creditors  of  the  business  shall  have  a  preference  for  pay- 
ment from  the  whole  of  the  Russian  assets;  (4)  an  undertaking  to 
observe  the  Russian  laws;  (5)  the  payment  of  Russian  trading  and 
other  taxes;  (6)  publication  of  annual  balance  sheets,  notices  of 
general  meetings,  etc.;  (7)  the  prohibition  of  acquiring  certain  lands 
or  properties  in  Russia;  (8)  the  managers  of  the  Russian  business,  and 
the  technical  staff,  must  be  Russian  subjects. 

In  special  cases  a  Ukase  may  be  granted  in  favor  of  a  company 
registered  in  a  foreign  country  with  which  there  is  no  reciprocity 
treaty  with  Russia. 

Oil  Companies. — Foreign  companies  formed  for  carrying  on  the 
petroleum  industry  cannot  become  proprietors  of,  nor  work,  nor  do 
exploration  work  on,  the  oil  lands  in  the  Caucasus  without  having  first 
obtained  an  authorization  from  the  Russian  Minister  of  Agriculture 
and  Domains,  and  from  the  Governor-General  of  the  Caucasus.  (The 
reason  for  this  is  that  the  oil  lands  are  the  joint  property  of  the 
Cossack  people.) 

Foreign  persons,  trading  alone,  may  trade  under  other  names,  with- 
out being  compelled  to  register  their  proper  names. 

Managers  of  foreign  firms  or  companies,  and  persons  entitled  to 
act  or  sign  by  powers  of  attorney,  do  not  need  to  register  such  authority. 

The  following  are  the  regulations  of  the  Russian  Commercial  and 
Civil  Codes  as  to  registration; 

RUSSIAN  COMMERCIAL  CODE 

ARTICLE  59. — Persons  who  wish  to  form  a  commercial  firm  in  ac- 
cordance with  the  rules  concerning  firms  trading  under  a  collective 
name,  and  firms  having  sleeping  partners,  must  present  to  the 
Municipal  Council,  or  to  the  Municipal  administration  which  cor- 
responds thereto,  and  at  Moscow,  Petrograd,  and  Odessa,  to  the 
Committees  of  Merchants,  an  extract  from  their  Articles  of  in- 
corporation and  must  inform  the  traders  of  the  town  thereof. 

ARTICLE  60. — In  this  extract  must  be  mentioned:  (1)  the  description 
of  the  firm  trading  under  a  collective   name   or  having   sleeping 
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partners;  (2)  the  family  names,  first  names,  domiciles,  and  de- 
scriptions of  all  the  partners,  and  of  those  of  the  sleeping  partners 
who  desire  it;  (3)  the  signatures  and  seals  of  those  of  the 
partners  who  are  authorized  to  carry  on  the  business;  (4)  the 
amounts  of  the  capital  provided  by  the  acting  partners  and  by  the 
sleeping  partners. 

Petrograd  Stock  Exchange. — The  Exchange  hours  are  from  11.30 
a.  m.  to  1.30  p.  m.,  except  Saturdays,  Sundays,  and  holidays.  There  is 
a  joint  committee  of  official  and  non-official  brokers.  The  official 
brokers  pay  15,000  roubles  deposit,  and  must  be  Russian  subjects;  they 
have  the  monopoly  of  dealings  in  Russian  government  securities. 

Entrance  to  the  Exchange  is  limited  to  subscribers.  Interest  accrued 
on  securities  is  included  in  the  price;  it  is  not  charged  separately. 
Dealings  in  futures  are  not  legal,  but  are  permitted ;  they  are,  however, 
prohibited  for  Russian  government  securities.  Prices  for  the  monthly 
settlements  are  fixed  on  the  25th  of  each  month.  Contract  notes  and 
clients'  accounts  are  taxed  7  cents  each.  Almost  all  dealings  are  for 
cash,  settled  within  two  days. 

Non-members,  introduced  by  members,  may  enter  the  Exchange 
and  deal  with  brokers  there. 

The  official  daily  list  is  printed  in  Russian  and  French.  The  banks 
finance  new  and  existing  Russian  companies,  and  do  stock  and  share 
dealing.    Bad  debts  are  numerous. 

The  official  quotation  of  shares,  bonds  and  debentures  of  foreign 
companies  can  only  be  granted  by  permission  of  the  Ministry  of  Finance 
and  the  Russian  Foreign  Office.  The  company  must  appoint  a  Russian 
subject  as  its  agent,  and  must  accept  Russian  jurisdiction  for  Russian 
business.  The  government  can  revoke,  at  any  time,  the  permission  to 
trade  in  Russia  granted  to  a  foreign  company.  It  is  forbidden  for 
foreign  companies  to  hold  land  in  the  Crimea  and  in  several  other 
districts.  The  power  of  the  Ministry  of  Finance  and  the  Foreign  Office 
is  absolute,  as  regards  all  companies. 

There  are  no  stamp  duties  on  transfers,  but  the  capital  is  taxed 
at  the  formation  of  the  company;  annual  profits  are  taxed  5%. 

Russian  dates  are  14  days  behind  American  dates.  For  example, 
Jan.  15  in  the  U.  S.  A.  is  Jan.  1  in  Russia.  Brokerages  are  charged 
1  per  1,000,  to  each  party. 

ST.  MARIN 

In  this  small  republic,  there  are  no  special  laws  relating  to  foreign 
companies. 
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Neither  native  nor  foreign  companies  may  carry  on  business  in 
the  country  without  having  first  obtained  an  authorization  from  the 
government. 

Ordinary  trading  is  free,  but  no  foreign  company  may  carry  on 
business  regularly,  from  a  fixed  address,  without  a  special  authorization. 

Foreigners  and  foreign  companies  are  prohibited  from  acquiring 
any  lands  in  the  republic,  by  gift  or  purchase,  without  an  authorization 
from  the  three  Councils  of  the  Government.  This  permission  is  usually 
granted,  subject  to  a  registration  duty  of  5%  on  the  value  of  the 
property. 

SALVADOR 

The  commercial  language  is  Spanish,  but,  as  most  of  the  important 
'business  houses  are  foreign  firms,  English  and  French  are  also  used 
for  foreign  trade.  About  60  per  cent,  of  the  imports  come  from  the 
U.  S.  A.,  which  takes  80%  of  the  exports.  The  country  is  approxi- 
mately the  size  of  the  State  of  New  Jersey,  and  it  has  a  population 
of  1,250,000.  The  chief  city  is  San  Salvador,  with  65,000  inhabitants. 
The  principal  industry  is  the  growing  of  coffee,  which  amounts  to 
four-fifths  of  the  total  exports.    Gold  and  silver  mining  are  carried  on. 

The  unit  is  the  silver  peso.  There  are  no  gold  coins  in  circulation ; 
silver  coins  and  bank  notes  covered  by  80%  of  silver  currency  are  used. 
The  par  value  of  the  peso  is  40  cents  of  U.  S.  money ;  the  exchange 
value  varies  with  the  market  price  of  silver.  The  premium  on  gold  is 
usually  over  120%,  which  means  that  100  pesos  in  gold  equals  over 
220  pesos  in  silver. 

Corporation  Laws  and  Stamp  Duties. — The  laws  are  based  on 
those  of  Chile,  which  are  modelled  on  the  French  laws.  Foreign  cor- 
porations are  required  to  register  at  the  law  courts  of  the  district  in 
Salvador  where  their  place  of  business  is  situated.  They  have  then 
full  trading  rights.  The  registration  expenses  are  small.  There  are 
state  taxes  and  municipal  taxes  on  agents  for  foreign  firms  and  on 
branches  of  foreign  firms.  The  municipal  tax  in  the  capital,  San  Sal- 
vador, averages  100  pesos  ($40)  per  annum. 

There  is  no  Stock  Exchange  in  this  country. 

The  stamp  duties  on  bills  of  exchange  are:  2%  for  the  first  1,000 
pesos  ($400)  ;  2^%  for  the  second  1,000  pesos,  increasing  ^%  on  each 
additional   1,000  pesos,  thus,  3%,  3^%,  4%,  etc. 

SERBIA 

The  French  language  is  used  for  foreign  trade.  The  money  is 
the  same  as  that  of  France;  the  Serbian  franc  has  a  par  value  of  19.3 

cents. 
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Corporation  Laws. — The  laws  in  force  are  those  of  December 
10-22,  1896,  drafted  by  the  Ministry  of  Commerce.  These  laws  make 
the  legality  of  all  acts  of  management  of  domestic  companies  dependent 
on  the  approval  of  the  Ministry  of  Commerce. 

Before  incorporation,  the  proposed  articles  of  incorporation  and 
by-laws  must  be  submitted  to  the  Ministry,  which  may  approve,  alter, 
or  reject  them,  or  even  add  additional  regulations.  Domestic  cor- 
porations are  legally  under  the  complete  control  of  the  Ministry  of 
Commerce. 

Foreign  Corporations. — The  only  companies  which  are  consid- 
ered to  be  Serbian  are  those  which  have  been  formed  by  government 
authorization,  after  fulfilling  the  formalities  prescribed  by  Serbian  law. 

Foreign  companies  are  those  which  have  been  incorporated  abroad, 
and  which  have  their  head  offices  out  of  Serbia. 

Foreign  companies  which  only  do  occasional  business  in  Serbia,  and 
have  no  permanent  trading  address  there,  have  the  same  rights  as 
foreign  persons. 

For  the  opening  of  agencies  or  branches  of  foreign  companies,  a 
special  authorization  of  the  Government  is  required,  which  is  obtained 
by  a  petition  to  the  Minister  of  Commerce,  a  copy  of  the  articles  of 
incorporation  of  the  company  being  sent  with  it. 

The  refusing  or  granting  of  the  authorization  lies  entirely  with  the 
Minister  of  Commerce,  and  may  be  even  granted  to  companies  incor- 
porated in  a  country  which  does  not  allow  similar  trading  rights  to 
Serbian  companies. 

The  Minister  may  make  his  consent  conditional  on  the  observance 
by  the  foreign  company  of  regulations  as  to  the  publishing  of  reports 
of  the  annual  general  meetings,  etc.  Modifications  of  the  articles  or 
by-laws  of  a  foreign  company  permitted  to  trade  in  Serbia  have  no 
effect  in  Serbia  until  after  they  have  been  approved  by  the  Minister 
of  Commerce;  and  only  then  in  case  they  are  not  contrary  to  the 
provisions  of  Serbian  law. 

Foreign  companies  must  comply  with  the  requirements  of  the 
Serbian  corporation  laws  in  all  matters  which  do  not  affect  the  rights 
and  duties  of  its  stockholders.  Every  firm  must  register  (at  the  local 
commercial  court  or  law  court),  the  name  under  which  it  intends  to 
trade. 

An  authorization  which  has  been  once  granted  cannot  be  withdrawn, 
except  by  order  of  the  Serbian  Courts  of  Justice. 
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SIAM 

The  spoken  and  written  language  of  the  people  is  Siamese,  but  the 
languages  used  for  foreign  trade  are  English  and  French.  The  capital 
of  the  country  is  Bangkok,  with  over  600,000  inhabitants,  about  one- 
third  of  whom  are  Chinese. 

The  Kingdom  of  Siam  has  a  code  of  laws  on  partnerships  and 
corporations  which  are  based  on  the  British  laws.  Actions  by  foreign- 
ers against  natives  are  tried  in  the  international  courts.  The  consular 
courts  of  foreign  nations  have  jurisdiction  over  their  own  citizens ;  in 
this  way,  American  laws  apply  to  American  firms  carrying  on  business 
in  Siam.  American  traders  and  corporations  have  full  liberty  of 
trading.     Registration  of  foreign  or  domestic  firms  is  not  compulsory. 

There  is  no  special  taxation  of  stock  capital  of  corporations,  or 
trading  profits,  or  personal  property,  nor  are  there  any  stamp  duties 
on   bills   of    exchange   or   commercial   documents. 

There  are  no  Stock  Exchanges  in  Siam. 

Imports  pay  a  fixed  uniform  duty  of  3%  (alcoholic  liquors,  arms, 
and  ammunition  excepted).  There  is  a  parcel  post  arrangement  with 
the  U.  S.  A.  There  is  no  manufacturing  in  Siam ;  the  industries  are 
agricultural  and  mining. 

The  basis  of  currency  is  the  gold  10-tical  piece,  which  has  a  par 
value  of  $3,745.  There  is  very  little  gold  in  circulation,  the  money 
generally  used  is  the  silver  "tical,"  worth  at  par  37.45  cents  in  U.  S. 
money.  The  "tical"  is  divided  into  100  "satangs"  or  24  "atts."  Gov- 
ernment currency  notes  are  also  used,  these  being  covered  by  80%  of 
silver. 

SPAIN 

The  unit  of  currency  is  the  "peseta,"  divided  into  100  centesimos 
or  centimos.  The  peseta  is  the  Spanish  equivalent  to  the  French  franc, 
and  it  has  a  similar  par  value  of  19.3  cents  in  U.  S.  money.  Gold  coins 
are  at  a  premium.  The  money  in  circulation  is  silver  and  notes.  With 
silver  at  54  cents  per  ounce,  the  metal  value  of  the  silver  peseta  is 
equal  to  only  44  centimos  in  gold.  The  government  therefore  makes  a 
profit  of  56  centimos  on  each  silver  peseta.  The  5-peseta  silver  coins 
are  legal  currency  for  any  amount. 

Corporation  Laws. — The.  company  laws  of  Spain  leave  full  lib- 
erty to  promoters,  vendors,  directors,  and  shareholders,  to  act  as  they 
think  fit,  without  any  legal  interference,  although  public  advertisement 
is  required  of  all  matters  affecting  the  rights  of  creditors. 

Companies  may  commence  business  immediately  after  formation, 
whatever  the  amount  of  capital  subscribed  or  paid  up.  The  making 
of  reserves  from  profits  is  not  compulsory.     There  are  special  regu- 
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lations  affecting  the  following  classes  of  companies:  trust  and  finance 
companies,  bill  discounting,  railroads,  public  service  corporations, 
bonded  warehouses  and  commercial  and  agricultural  banks. 

The  Spanish  company  laws  apply  also  to  the  Canary  Islands. 

Spanish  laws  respecting  partnerships  and  corporations  are  still  used 
in  the  Republic  of  Cuba  (chief  city,  Havana),  Porto  Rico,  the  Philip- 
pine Islands  and  Guam,  which  were  Spanish  colonies  until  1898.  These 
laws  are  also  the  bases  of  the  corporation  laws  of  most  of  the  Spanish- 
speaking  republics  of  Central  and  South  America. 

Foreign  Corporations. — According  to  Spanish  law,  the  domicile 
of  foreign  companies  is  decided  by  clause  41  of  the  Civil  Code  of  1888- 
1889,  which  reads  as  follows : 

"If  neither  the  laws  under  which  they  have  been  established,  nor  the 
articles  of  incorporation  of  the  company,  fix  the  situation  of  the  regis- 
tered office,  it  will  be  declared  to  be  where  their  legal  representative 
is  domiciled,  or  where  the  company  exercises  its  chief  powers." 

By  clause  28,  of  the  same  Code,  Spanish  nationality  is  granted  only 
to  those  companies  which  are  domiciled  in  Spain.  The  nationality  of 
foreign  companies  is  determined  by  the  situation  of  their  registered 
office.  Foreign  firms  and  companies  may  carry  on  business  in  Spain 
with  full  rights  of  pleading  in  the  courts.  The  powers  of  foreign  com- 
panies are  governed  by  the  laws  of  the  country  in  which  they  are 
registered.  Branches  established  in  Spain  must  conform  to  the  regu- 
lations of  the  Spanish  laws,  as  regards  their  trading  operations  and 
all  ordinary  legal  matters. 

By  a  decree  of  December  23,  1900,  companies  which  are  formed  for 
working  Spanish  railroads  and  street  railways  must  have  their  registered 
offices  in  Spain,  and  be  subject  exclusively  to  Spanish  law.  Two-thirds 
of  the  members  of  the  board  of  directors  must  be  Spaniards  or  persons 
domiciled  in  Spain,  while  the  managers,  and  their  technical  officers 
and  engineers,  must  be  Spaniards,  unless  in  exceptional  cases.  Tlie 
share  capital  must  be  stated  in  amounts  of  Spanish  money. 

Foreign  partnerships  must  register  the  names  of  partners  and  of 
the  managers  and  persons  authorized  to  sign  on  behalf  of  the  firm, 
also  the  total  capital  and  amounts  contributed  by  each  partner. 

A  stock  corporation  or  limited  company  must  register  its  charter 
or  articles  of  incorporation  and  by-laws,  and  the  names  of  directors 
and  managers,  and  must  file  a  certificate  of  a  Spanish  Consul,  certifying 
its  legal  incorporation  abroad. 
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THE   METHODS   IN   WHICH   AMERICAN   AND    FOREIGN 
CORPORATIONS  MAY  DO  BUSINESS  IN   SPAIN 

There  are  three  methods  by  which  a  foreign  corporation  may  carry 
on  business  in  Spain,  namely: 

(1)  In  its  own  name.  This  requires  registration  of  the  corporation 
with  the  local  authorities. 

(2)  By  appointing  an  agent  to  act  on  its  behalf. 

(3)  By  forming  a  separate  corporation  under  Spanish  laws  for 
the  Spanish  trade. 

The  following  are  the  arrangements  required  for  the  three  methods 
named  above: 

Registration  of  an  American  or  Other  Foreign  Corporation. — 
The  foreign  corporation  must  nle  the  following  documents  with  the 
Spanish  local  commercial  registry  (Registro  Mercantile)  :  (a)  copy 
of  the  certificate  of  incorporation,  certified  by  the  Spanish  Consul  of 
the  country  where  it  was  incorporated;  (b)  certificate  by  such  Spanish 
Consul  that  the  corporation  has  been  legally  incorporated  in  the  foreign 
country;  (c)  copy  of  the  resolution  of  the  directors  authorizing  the 
opening  of  a  branch  office  in  Spain,  this  resolution  to  be  also  certified 
by  the  Spanish  Consul. 

Tax  Payable  on  Registration.— A  tax  of  2  per  1,000  pesetas 
(about  $200)  is  payable  on  the  amount  of  capital  of  the  corporation  to 
be  used  for  carrying  on  the  business  in  Spain.  The  foreign  corpora- 
tion declares  whatever  amount  it  may  think  fit.  The  stamp  taxes,  regis- 
tration fees  and  notary's  charges  will  amount  to  an  additional  1,300 
pesetas  ($260  at  par). 

Annual  Taxes. —  (a)  Tax  of  10%  minimum  of  the  total  net  profits 
of  the  whole  business  of  the  foreign  corporation  (See  note  at  end  of 
paragraph)  ;  (b)  capital  tax  of  6%  on  the  capital  used  in  Spain,  but 
this  second  tax  is  deducted  from  the  tax  on  profits  if  the  tax  payable 
on  the  profits  exceeds  the  tax  on  the  capital;  (c)  a  dividend  tax  of 
1/3  of  1%— the  corporation  must  pay  this  tax  to  the  Ministro  de 
Hacienda  (State  Treasury)  ;  a  proportion  of  the  tax  so  paid  may  be 
deducted  from  any  dividends  paid  to  Spanish  stockholders;  (d)  man- 
agers and  managing  directors  and  other  executives  pay  an  annual  tax 
of  10%  of  their  salaries  received  in  Spain;  employees  receiving  over 
1,500  pesetas  ($300)  per  annum  pay  a  tax  of  5%— the  corporation 
must  deduct  these  taxes  from  the  salaries  of  the  executives  and  em- 
ployees and  pay  the  amount  over  to  the  Ministro  de  Hacienda,  less  1% 
of  such  taxes  \vhich  the  corporation  may  keep  for  its  services  in  col- 
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lecting  the  taxes;  (e)  the  municipal  and  other  taxes  based  on  the 
rental  values  of  the  premises  occupied  are  small  and  vary  with  the 
localities. 

In  assessing  the  Spanish  branch  house  for  taxation,  its  own  profits 
are  not  taken  into  account.  The  assessment  is  made  on  the  proportion 
of  the  total  business  done  in  Spain,  as  compared  with  the  total  business 
of  the  company  and  the  total  profits.  If  the  foreign  company  made 
$1,000,000  total  profits  on  its  domestic  and  foreign  business,  and  15% 
of  its  total  business  was  done  in  Spain,  then  the  tax  payable  in  Spain 
would  be  on  15%  of  the  $1,000,000  profit;  that  is,  the  tax  would  be 
charged  on  $150,000  as  the  Spanish  profit. 

The  minimum  tax  on  a  foreign  company  is  10%  of  the  total  profits, 
which  would  be  $100,000  in  the  above  case.  If  the  profits  made  in 
Spain  were  $200,000,  or  even  more,  the  tax  would  still  be  only  on 
$150,000,  as  the  business  done  is  only  15%  of  the  total  trade. 

Disadvantages  of  a  Foreign  Corporation. — (1)  A  foreign  cor- 
poration carrying  on  business  in  Spain  must  make  an  annual  return 
there,  giving  details  of  its  complete  business  done,  the  total  profits,  and 
all  assets  and  liabilities,  both  inside  and  outside  of  Spain.  (2)  The 
Spanish  tax  officials  have  the  power  to  fix  the  amount  of  capital  used 
in  Spain  at  an  amount  which  may  be  higher  than  the  declaration  of 
the  foreign  corporation — there  is  no  appeal  from  their  decision.  (3) 
Recent  Spanish  legislation  has  show^n  a  tendency  to  tax  foreign-owned 
corporations  at  higher  rates  than  native  corporations  or  traders. 

Agency. — The  foreign  corporation  may  appoint  an  agent,  who 
must  be  resident  in  Spain.  The  agent  must  carry  on  the  business  in 
his  own  name :  he  must  not  trade  in  the  name  of  the  foreign  corpo- 
ration. By  law,  the  agent  may  lease  an  office,  exhibit  samples,  travel 
to  obtain  orders  for  the  foreign  goods,  advertise  and  do  all  other  things 
necessary,  but  only  in  his  own  name.  In  practice,  the  agent  receives 
invoices  and  letters  from  abroad,  and  delivers  them ;  attends  to  the 
collection  and  forwarding  of  orders,  and  to  the  receipt  and  delivery 
of  goods,  and  the  collection  of  accounts.  He  may  deal  with  the  bank 
account  of  the  corporation  in  Spain,  if  furnished  with  a  power  of 
attorney   for  this  purpose. 

Taxes  Payable  by  an  Agent— There  is  a  small  tax  on  his  regis- 
tration as  an  agent  of  the  foreign  corporation;  also  an  annual  occupa- 
tion tax  ranging  from  400  pesetas  ($80)  to  a  maximum  of  6,000  pesetas 
($1,200).  There  are  several  small  municipal  taxes  assessed  according 
to  the  size  of  the  business  premises  occupied. 
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Disadvantages  of  an  Agency. — The  agent  is  not  permitted  to 
carry  a  stock  of  goods,  nor  to  direct  a  manufacturing  or  assembling 
business  for  the  foreign  corporation.  In  order  to  comply  with  the 
law,  the  business  done  in  Spain  must  be  carried  on  as  that  of  the  agent, 
and  not  as  that  of  the  corporation. 

Separate  Spanish  Corporation  for  the  Spanish  Trade. — Any  kind 
of  a  manufacturing  or  trading  business  may  be  organized  under 
Spanish  law  as  (1)  an  ordinary  partnership,  (2)  a  limited  partner- 
ship, or  (3)  a  stock  corporation  with  limited  liability  for  stockholders. 

The  partnership  and  corporation  laws  of  Spain  are  generally  similar 
to  those  of  France,  which  have  been  explained  in  detail  in  a  previous 
section  of  this  book. 

It  is  not  advisable  to  carry  on  business  in  Spain  under  the  form 
of  a  general  partnership,  unless  all  the  parties  reside  there,  because 
the  liability  of  each  partner  for  the  firm's  debts  is  unlimited. 

Limited  Partnership. — This  is  called  a  "sociedad  en  comman- 
dita";  it  is  governed  by  similar  regulations  to  those  of  the  "Societes 
en  Commandite"  of  France.  The  limited  partnership  consists  of  two 
kinds  of  members,  the  managing  partners,  who  have  unlimited  liability, 
and  the  capitalist  partners,  whose  liability  is  limited  to  the  capital  they 
agree  to  contribute  to  the  partnership  funds. 

Stock  Corporations  (Sociedades  Anonimas.) — The  general  regu- 
lations are  similar  to  those  applying  to  French  Societes  Anonymes. 
The  following  is  a  summary  of  the  more  important  points: 

The  articles  of  incorporation  must  include  the  following:  (a)  nam.e 
of  the  corporation;  (b)  names,  addresses  and  occupations  of  the  incor- 
porators; (c)  number  of  directors,  methods  of  appointment  or  elec- 
tion, names  and  addresses  of  the  first  directors;  (d)  total  capital  of 
the  corporation  (if  any  assets  are  to  be  paid  for  by  the  issue  of  fully- 
paid  shares,  such  assets  must  be  described  in  detail,  and  the  basis  of 
their  valuation  stated);  (e)  how  the  capital  is  to  be  paid  in;  within 
what  time,  and  who  is  to  make  the  assessments;  (f)  the  intended  dura- 
tion of  the  corporation;  (g)  the  nature  of  the  business  to  be  carried 
on  in  Spain;  (h)  the  regulations  governing  the  calling  and  holding  of 
ordinary  and  extraordinary  meetings  of  stockholders. 

Share  certificates  may  be  either  to  bearer  or  registered.  A  foreign 
corporation  may  be  registered  as  the  holder.  The  Spanish  law  re- 
quires at  least  51%  of  the  shares  to  be  held  by  Spanish  subjects,  but 
this  regulation  is  not  observed  in  practice.  The  shares  may  be  issued 
to  foreign  managers  and  employees  and  registered  in  their  names,  but 
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with  the  certificates  endorsed  in  blank  for  transfer  to  the  American 
corporation. 

Directors  and  officers  need  not  be  Spaniards  nor  residents  of  Spain. 
It  is  usual  to  have  a  few  Spanish  directors  to  assist  in  getting  business. 
Interlocking  directorates  are  common  for  Spanish  companies. 

Accounts  must  be  kept  in  Spanish,  by  the  Spanish  method,  which 
is  altogether  different  to  the  American  method. 

Tax  on  Incorporation. —  (a)  Stamp  taxes  and  notary's  fees,  about 
1,300  pesetas;  (b)  initial  transfer  tax,  l^^  per  1,000  pesetas,  based  on 
the  seUing  value  of  the  shares. 

Annual  Taxes. — (1)  Tax  on  the  yearly  profits,  minimum  10%  of 
the  whole  of  the  profits  (See  earlier  paragraphs  for  method  of  assess- 
ment) ;  (2)  capital  stock  tax  of  6%,  which  is  deducted  from  the  tax  on 
profits  wkere  the  latter  is  higher  than  the  capital  stock  tax;  (3)  divi- 
dend tax,  on  the  interest  paid  on  bonds  and  debentures  and  the  divi- 
dends paid  on  shares.  This  tax  must  be  deducted  from  the  amounts 
paid  and  accounted  for  to  the  collector  of  taxes;  the  company  may 
retain  1%  as  costs  of  collection. 

Tax  on  Salaries,  &c. — The  corporation  must  collect  and  account 
for  the  following  rates  of  income  tax  payable  by  directors,  managers 
or  employees: — (a)  directors,  managing  directors  and  executives,  10% 
on  the  annual  fees  and  salaries;  (b)  employees,  5%  on  salaries  exceed- 
ing 1,500  pesetas  per  annum. 

Advantages  and  Disadvantages  of  Trading  as  a  Spanish  Com- 
pany.— Incorporation  as  a  Spanish  company  helps  in  obtaining  busi- 
ness. Spanish  business  men  are  also  more  inclined  to  accept  positions 
as  directors. 

There  is  a  tendency  to  discriminate  against  foreign  corporations 
trading  in  Spain.  It  has  been  proposed  to  levy  additional  taxes  on 
the  capital  of  all  foreign  corporations  and  on  the  capital  of  Spanish 
corporations  whose  stock  is  held  chiefly  abroad.  On  the  other  hand, 
the  bonds  and  stocks  of  Spanish  corporations  are  readily  saleable 
in  Spain,  while  those  of  American  corporations  would  not  be  easily 
saleable  or  negotiable. 

MADRID,  BARCELONA  AND  BILBAO  STOCK  EXCHANGES 

The  Exchange  hours  are:  daily,  from  1.30  to  3  p.  m. ;  Sundays  and 
holidays,  from  3  to  5  p.  m.  Dealings  between  3  and  5  p.  m.  on  week- 
days are  quoted  next  day. 
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The  public  can  enter  these  Stock  Exchanges  on  payment  of  a  half 
peseta  (10  cents).  There  are  two  corporations  of  brokers:  (1)  agentes 
de  cam'bio  de  bolsa,  or  agents  de  change;  (2)  corredores,  or  coulissiers, 
as  in  Paris. 

Dealings  are  for  cash  and  for  settlement,  and  both  call  and  double 
options  are  given  in  the  French  method.  Settlement  dealings  are  liqui- 
dated monthly,  on  the  last  Exchange  day.  The  carry-over,  or  making- 
up  price,  is  the  middle  price  of  that  day. 

The  brokerage  is  2  per  1,000  on  all  the  Spanish  Stock  Exchanges, 
the  buyer  and  seller  each  paying  half.  An  attempt  is  being  made  to 
raise  the  commission  rates  to  double  the  present  scale.  For  transac- 
tions of  200  pesetas  or  under,  the  charge  is  25  centimos. 

To  obtain  an  official  quotation,  foreign  companies  must  furnish  full 
details  of  their  constitution  and  progress,  with  a  Spanish  Consul's  cer- 
tificate of  legal  incorporation  abroad.  On  August  11,  1918,  a  Royal 
Decree  was  issued  forbidding  dealings  on  the  Exchange  or  elsewhere 
in  foreign  securities  except  those  of  the  Rio  Tinto  Company  and  the 
Penarroyo  Company.  Foreign  government  bonds  and  industrial  stocks 
and  bonds  are,  however,  being  traded  privately,  and  the  securities  are 
kept  abroad. 

There  is  a  state  tax  on  both  cash  and  settlement  bargains. 

The  Madrid  Exchange  deals  chiefly  in  Spanish  Government  bonds 
and  foreign  government  bonds.  The  number  of  official  stockbrokers 
(agentes  de  cambio  de  bolsa)  on  this  Exchange  is  at  present  seventy,  but 
it  will  be  gradually  reduced  to  not  more  than  fifty.  The  corredores 
number  thirty-two,  but  this  class  of  broker  will  be  abolished  when  the 
present  members  die  or  retire.  Corredores  are  not  allowed  to  deal  on 
the  floor  of  the  Exchange  (la  Bolsa),  nor  may  they  deal  in  government 
bonds.  Both  of  these  privileges  are  restricted  to  the  agentes  de  cambio 
de  bolsa. 

The  Barcelona  Exchange  deals  very  largely  in  industrial  securities 
and  canals  and  railroads.  Daily  settlements  of  differences  are  the 
rule,  in  addition  to  the  general  monthly  settlements. 

The  Bilbao  Exchange  deals  chiefly  in  local  mining  and  commercial 
securities,  and  in  canals  and  railroads. 

STRAITS  SETTLEMENTS 

This  is  a  British  Crown  Colony;  it  includes  Singapore,  Labuan, 
Penang,  Malacca,  the  Cocos  Islands  and  Christmas  Islands. 

The  colony  has  a  separate  legislature,  but  the  commercial  laws  are 
almost  exact  copies  of  the  British  laws.  The  corporation  law  in  force 
is  contained  in  "The  Companies  Ordinance   1915,"  which  is  the  same 
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as  the  British  "Companies  (Consolidation)  Act"  of  1908.  (Tlie  regu- 
lations of  the  latter  are  explained  fully  in  the  British  Section  of  this 
book.) 

American  and  foreign  corporations  have  full  trading  rights  in  the 
Straits  Settlements,  subject  to  their  registering  the  same  details  as  are 
required  under  the  British  laws. 

"The  Income  Tax  Ordinance,  1920,"  imposes  a  tax  of  5%  on  the  sales 
of  American  and  foreign  firms.  This  tax  is  payable  by  the  selling 
agent  or  by  the  branch  of  the  foreign  firm.  Salaries  of  local  agents 
and  managers  are  also  taxed  at  the  following  rates : — 2%  on  annual 
total  income  of  $5,000  to  $5,999;  3%  on  $6,000  to  $7,199;  4%  on  $7,200  to 
$8,399;  5%  on  $8,400  to  $11,999;  6%  on  $12,000  and  over.  The  "$" 
mentioned  above  is  the  Straits  Settlements  $,  worth,  at  par,  56.77  cents 
in  U.  S.  money.  This  coin  is  used  only  in  the  Straits  Settlements. 
In  October,  1906,  the  British  pound  sterling — the  sovereign — was  de- 
clared legal  currency  to  an  unlimited  amount,  at  the  rate  of  $8  1/7  for 
each  £1,  making  the  par  value  of  the  dollar  in  English  money  2s.  4d., 
or  nearly  56  cents. 

Singapore  is  a  transhipment  port  for  the  China  and  Borneo  trade. 

SWEDEN 

The  money  is  the  same  as  that  of  Denmark  and  Norway  (See  Nor- 
way).   The  Swedish  and  German  languages  are  used  for  business. 

Corporation  Laws. — The  law  of  1895  requires  the  advertising  of 
the  details  of  the  constitution  of  domestic  business  corporations.  They 
must  also  be  registered  at  the  Registry  of  Commerce.  The  permission 
of  the  government  is  required  for  the  issue  of  stock  certificates  to 
bearer,  or  for  the  appointment  of  directors  of  foreign  nationality  or 
directors  living  abroad.  All  domestic  stock  corporations  must  be  reg- 
istered at  the  Company  Registry  at  Stockholm. 

The  minimum  capital  is  5,000  crowns,  minimum  share  value  50 
crowns.  In  the  case  of  companies  having  a  total  authorized  capital  of 
not  more  than  10,000  crowns,  the  shares  may  be  ten  crowns  or  more. 
Shares  must  be  completely  paid  up  within  two  years  after  incorpora- 
tion.    Shares  cannot  be  issued  at  a  discount. 

Where  the  shares  are  offered  for  public  subscription,  there  are  spe- 
cial regulations  providing  for  the  publication  of  the  details  of  capital 
invested  in  the  corporation  by  the  promoters,  and  the  profits  or  advan- 
tages to  be  received  by  them. 

Foreign  Corporations. — Foreign  companies  and  firms  which  do 
occasional  business  in  Sweden  have  the  same  rights  as  individuals  of 
the  same  nationality,  and  are  not  required  to  register. 


1008  MISCELLANEOUS     SECTION 

In  order  to  legally  carry  on  business  regularly  in  Sweden,  or  to 
establish  Swedish  branches  or  agencies,  it  is  first  necessary  to  obtain 
the  authorization  of  the  government.  Such  authorization  is  only 
granted  after  enquiry,  and  on  condition  that  a  deposit  is  made  of  an 
amount  equal  to  three  years'  taxes  on  the  proposed  business. 

A  special  authorization  from  the  King  of  Sweden  is  necessary  in 
the  case  of  foreign  companies  operating  mines  or  exploring  for  min- 
erals, or  undertaking  smelting,  founding,  or  other  industries  for  utilizing 
raw  materials  extracted  from  the  earth. 

Foreign  companies  and  firms  authorized  to  trade  must  have  a  resi- 
dent native  agent  of  means,  or  a  foreign  agent  already  authorized  to 
carry  on  business  in  Sweden.  The  petition  for  authorization  to  trade 
should  be  addressed  to  the  Governor,  except  for  mining  industries, 
which  are  to  be  addressed  to  the  Department  of  Mines. 

To  the  petition  must  be  joined:  (1)  two  copies  of  the  charter  or 
articles  of  incorporation  of  the  foreign  company  (with  sworn  trans- 
lation) ;  (2)  a  certificate  proving  the  company's  right  to  commence 
business  in  its  own  country;  and  (3)  an  agreement  to  submit  to  Swedish 
jurisdiction  for  all  business  done  in  Sweden. 

Foreign  companies  and  firms  must  comply  with  the  same  regulations 
as  Swedish  companies,  with  regard  to  local  registration  and  publishing 
notices  and  announcements  which  are  of  importance  to  creditors  and 
other  third  parties. 

Powers  of  attorney  should  be  registered,  but  this  is  optional. 
A  stock  corporation  (limited  company)  is  called  an  "aktiebolag." 

TURKEY 

The  French  language  is  used  for  foreign  trade.  The  money  used 
is  the  Turkish  pound  of  100  piasters,  written  "£T."  The  £T.l  is  worth 
about  10%  less  than  the  British  £1.  Both  the  Turkish  and  British 
pounds  are  used  in  quoting  prices. 

The  law  of  business  corporations  restricts  itself  to  permitting  the 
formation  of  companies  with  limited  liability  (for  its  members),  which 
may  issue  shares  and  bonds  of  any  value,  and  may  have  any  desired 
amount  of  capital. 

No  domestic  company  can  be  formed  in  Turkey  except  by  an  Im- 
perial decree  (irade),  which  sanctions  its  charter  or  articles  of  incor- 
poration and  by-laws.  The  terms  of  this  sanction,  and  the  provisions 
of  the  articles  so  sanctioned,  are  the  laws  which  apply  to  the  company 
in  Turkey. 
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Foreign  Corporations. — All  companies  whose  principal  establish- 
ments are  not  situated  in  Turkey  are  considered  to  be  foreign  com- 
panies. Their  nationality  is  that  of  the  country  in  which  they  were 
incorporated. 

By  the  law  of  November  25,  1887,  a  special  authorization  must  be 
obtained  by  all  foreign  companies  wishing  to  carry  on  business  in 
Turkey  by  means  of  branch  establishments  or  agencies. 

That  Act  made  foreign  companies  subject  to  the  same  laws  and 
regulations  which  govern  Turkish  companies;  but,  as  the  foreign  Em- 
bassies refused  to  recognize  this  Act,  it  has  not,  up  to  the  present,  been 
carried  into  effect  against  foreign  companies. 

The  legal  position  of  a  foreign  company,  regularly  carrying  on 
business  in  Turkey  or  Turkish  possessions,  is  that  of  a  person  of  the 
same  nationality  as  the  company,  with  the  same  rights  and  duties  under 
Turkish  laws.  It  has  also  the  same  protection  by  the  Consul  of  the 
country  where  it  was  incorporated. 

CONSTANTINOPLE    STOCK    EXCHANGE 

This  is  the  only  Stock  Exchange  in  Turkey.  It  was  created  offi- 
cially by  an  Irade  of  December  1,  1873,  followed  by  the  government 
Stock  Exchange  regulations  of   April   15,   1886. 

The  Ministry  of  Finance  controls  the  working  of  the  Stock  Ex- 
change, through  an  imperial  commissioner ;  this  control  is  ineffective. 

There  are  three  classes  of  stockbrokers — namely,  Agents  de 
Change  (official  brokers),  Remisiers  (intermediaries),  and  Revendeurs 
en  bourse  (jobbers).  The  "Agents  de  Change"'  are  not  incorporated 
into  any  society;  they  are  independent  of  each  other.  They  have  the 
privilege  of  dealing  in  their  own  names,  and  they  are  only  subject  to 
the  rules  of  the  Stock  Exchange,  and  not  to  the  ordinary  law,  as  re- 
gards Stock  Exchange  dealings.  The  "Remisiers"  cannot  deal  in  their 
own  names ;  they  pass  their  business  through  the  agents  de  change  or 
the  jobbers.  "Revendeurs  de  bourse"  act  in  the  same  way  as  the 
London  jobbers,  and  have  the  right  to  deal  in  their  own  names,  for 
their  own  account.  Persons  of  any  nationality,  domiciled  at  Constan- 
tinople during  two  years,  are  eligible  for  election  as  brokers;  the 
number  is  unlimited. 

The  Stock  Exchange  is  closed  to  the  puWic.  Tlie  management  of 
the  Exchange  is  under  a  committee  of  seven  members,  elected  from 
the  Agents  de  Change.     It  publishes  an  official  list  of  quotanons. 

Dealings  are  in  Turkish  government  bonds  and  the  shares  and  bonds 
of  Turkish  companies,  officially  quoted,  and  in  such  other  securities  as 
are  authorized  by  the  government.     The  securities  of   foreign  govern- 
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ments  and  foreign  companies  can  only  be  officially  quoted  by  authoriza- 
tion of  the  Turkish  government. 

The  stamp  duty  on  Turkish  shares  is  1%,  and  on  bonds  >2%,  reck- 
oned on  the  par  values ;  on  foreign  securities  of  all  kinds  Yz  per  1,000 
is  payable. 

Although  dealings  outside  the  Stock  Exchange  are  forbidden  by 
the  regulations,  all  bargains  are  made  outside,  by  the  Agents  de 
Change,  except  for  the  Turkish  government  bonds  and  the  shares  of 
the  Regie  des  tabacs.  The  control  of  the  government  commissioner 
is  thus  avoided.  The  dealings  are  legal,  whether  made  on  the  Ex- 
change or  not,  so  long  as  they  are  made  by  Agents  de  Change.  Securi- 
ties of  foreign  companies  are  dealt  in  freely,  and  are  quoted  in  private 
lists,  without  it  being  necessary  to  obtain  official  quotations. 

Dealings  are  both  for  cash  and  for  fortnightly  settlements,  on 
Mondays.  Deliveries  are  made  on  Tuesdays.  Both  classes  of  dealings 
are  legal.  Carrying  over  is  permitted.  There  is  no  fixed  period  for 
deliveries  in  cash  dealings.  Brokers  frequently  "match"  buying  and 
selling  orders.  There  are  no  limits  to  quantities  or  amounts  for  bar- 
gains.    Option  dealings  are  for  the  put,  the  call,  and  double  options. 

Agents  de  Change  are  called  "Moubayadji" ;  remisiers  are  "Semis- 
sar,"  and  jobbers  are  "tzaconi"  or  "jobbars." 

URUGUAY 

The  language  used  for  business  is  Spanish. 

The  population  is  about  1,400,000,  chiefly  of  Spanish  and  Italian 
descent,  occupying  an  area  of  72,000  square  miles  of  good  agricul- 
tural land,  with  no  mountainous  or  barren  country. 

The  chief  industry  is  the  raising  of  sheep  and  cattle.  Approxi- 
mately 50^,  of  the  inhabitants  live  in  cities,  and  the  standard  of 
living  is  fairly  high,  thus  creating  a  good  demand  for  foreign 
manufactured  goods. 

The  principal  port  is  Montevideo,  with  a  population  of  360,000, 
which  handles  90%  of  the  imports  and  exports  of  the  country.  In 
1916,  the  exports — chiefly  animal  products — amounted  to  over  %!(>,' 
000,000,  in  U.  S.  currency,  with  imports  of  $35,000,000. 

Money. — The  unit  is  the  peso,  or  dollar  of  100  centavos,  worth  at 
par  value  $1,034  in  U.  S.  money.  No  paper  money  is  used.  Uru- 
guay does  not  issue  gold  coins,  but  the  gold  coins  of  other  nations 
circulate  at  the  following  fixed  legal  rates :  U.  S.  $10-piece,  9.66 
pesos;  U.  K.  £l-piece,  4.70  pesos;  Argentino  (Argentine  5-peso 
piece),  4.66  pesos;  French  20-franc  piece,  3.75  pesos. 
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Corporation  Laws. — The  formation  of  a  corporation  under  the 
laws  of  Uruguay  must  be  by  a  deed,  signed  by  three  or  more  in- 
corporators before  a  notary  public,  to  whom  proof  must  be  pro- 
duced that  a  fair  proportion  of  the  subscribed  capital  has  actually 
been  paid  in  cash.  The  deed  of  incorporation  must  be  submitted 
to  the  government  for  approval  and  afterwards  registered  in  the 
commercial  court  and  ipublished  in  at  least  two  local  newspapers. 
The  cost  of  incorporation,  including  lawyer's  fees,  is  usually  about 
$500  to  $800  in  U.  S.  money. 

Foreign  Corporations. — All  foreign  traders,  partnerships,  and 
corporations  must  register.  Before  a  foreign  corporation  may 
commence  business,  'certified  copies  of  the  charter  or  articles  of 
incorporation,  legalized  by  the  Uruguayan  consul  in  the  country 
where  incorporated,  must  be  produced  to  the  Government  of  Uru- 
guay for  approval,  together  with  certified  translations  into  Spanish. 
A  statement  must  be  made  by  the  local  agent  as  to  the  amount  of 
capital  intended  to  be  used  in  that  country,  and  the  amount  must 
be  actually  brought  into  the  country,  in  cash  or  goods,  or  it  must 
be  already  invested  in  real  estate  there.  The  inspector  of  public 
corporations  will  require  proof  of  these  facts. 

After  the  Government  has  approved  of  the  registration  of  the 
foreign  corporation,  all  the  documents  named  must  be  registered 
in  the  commercial  court,  and  the  translations  into  Spanish  must 
be  published  in  at  least  two  local  newspapers.  The  foreign  cor- 
poration should  issue  a  power  of  attorney  to  its  agent  in  Uruguay, 
authorizing  him  to  do  all  that  is  necessary  for  the  registration. 
This  power  of  attorney  should  be  legalized  by  the  Uruguayan 
consul  in  the  country  where  it  is  issued. 

The  cost  of  registration  includes  the  lawyer's  fees,  the  trans- 
lation of  the  necessary  documents  into  Spanish,  and  the  advertising 
of  the  articles  of  incorporation  in  two  newspapers.  The  total  cost 
ranges  from  $500  to  $800  in  U.  S.  money. 

Foreign  corporations  pay  an  annual  tax  of  Yz  per  1,000  on  the 
capital  used  in  Uruguay;  this  is  payable  in  advance  in  January  each 
year.  There  are  also  taxes  on  the  business  done,  which  include  a 
tax  of  1%  on  the  value  of  goods  cleared  from  the  custom  house,  a 
tax  on  the  premises  used  in  the  business,  and  on  the  number  of 
clerks  employed.  There  are  further  small  municipal  taxes  and  land 
taxes.     No  income  tax  is  levied  at  present. 

If  a  foreign  corporation  opens  branches  outside  of  the  capital, 
Montevideo,  it  must  obtain  local  trading  licenses. 
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Registered  foreign  corporations  have  the  same  rights  and  privi- 
leges as  native  corporations. 

Montevideo  Stock  Exchange. — The  securities  traded  are  the 
Uruguay  Government  bonds,  and  the  (bonds  and  stocks  of  local 
banks,  railroad  companies,  public  service  and  insurance  companies, 
meat  extract  factories,  freezing  establishments,  flour  and  macaroni 
mills,  and  breweries. 

Several  of  the  important  companies  carrying  on  business  in  the 
country  were  originally  formed  with  British  capital  and  incorpo- 
rated in  the  United  Kingdom.  Their  stocks  and  bonds  are  traded  in 
both  London  and  Montevideo. 

VENEZUELA 

The  spoken  language  is  Spanish.  English  and  French  are  also 
used  by  the  foreign  business  firms  established  in  the  country,  but 
correspondence  with  native  firms  should  always  be  in  Spanish. 

Money. — The  currency  is  chiefly  silver  coin  and  bank  notes,  with 
values  based  on  gold.  The  unit  is  the  "bolivar"  of  100  centimes, 
which  has  a  par  value  equal  to  the  French  franc,  19.3  U.  S.  cents. 

There  are  new  gold  pieces  of  20  bolivares,  but  the  money  coins  in 
general  circulation  are :  (a)  the  "gold  venezolano,"  which  is  a  5-bolivar 
gold  piece,  and  (b)  the  "silver  venezolano"  or  "peso  fuerte,"  or  "dollar," 
which  is  a  5-bolivar  silver  piece,  worth  at  par  96J/2  cents  of  U.  S. 
money. 

Foreign  exchange  rates  are  occasionally  quoted  by  a  unit  of  four 
bolivares  called  a  "peso  macuquino"  or  "peso  sencillo." 

There  are  three  ways  of  quoting  money  for  prices  and  for  keeping 
accounts.  For  example,  a  sum  of  10,000  bolivares  can  be  stated  as : 
(a)  bol.  10,000,  or  (b)  pesos  fuertes  2,000,  or  (c)  pesos  macuquinos 
2,500. 

In  normal  times,  there  is  no  premium  on  gold,  except  between  June 
and  September  of  each  year,  when  it  is  largely  in  demand.  The  banks 
in  Venezuela  are  required  by  law  to  accept  foreign  gold  coins  at  che 
following  rates  of  exchange :  French,  Belgian,  Swiss  and  Italian  20- 
franc  gold  pieces  for  20  bolivares;  the  British  "sovereign"  (£  sterling) 
for  25^  bolivares;  the  U.  S.  $20  gold  piece  for  104  bolivares,  the 
German  20-mark  gold  piece  for  24^  bolivares. 

The  capital  of  Venezuela  is  Caracas,  served  by  the  port  of  La 
Guaira. 

Great  Britain  has  invested  largely  in  Venezuelan  government  bonds 
and  in  the  stocks  and  bonds  of  railroads,  public  utilities  and  oil  lands. 
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These  securities  are  quoted  on  the  London  Stock  Exchange.  The 
General  Asphalt  Company,  incorporated  in  the  U.  S.,  is  an  important 
company  with  large  subsidiary  undertakings.  The  U.  S.  also  invested 
in  petroleum  and  sugar  enterprises,  of  which  the  stocks  and  bonds  are 
traded  in  New  York.  France  and  Germany  have  considerable  amounts 
invested  in  Venezuelan  undertakings,  the  securities  being  traded  in 
Paris,  Frankfort  and  Berlin  respectively. 

Registration  of  Foreign  Firms. — Every  foreign  trading  firm,  part- 
nership and  company  which  carries  on  business  regularly,  in  its  own 
name,  in  Venezuela,  must  register  at  the  Commercial  Registry  (Reg- 
istro  de  Comercio),  and  must  appoint  a  resident  agent  under  a  power 
of  attorney.  Partnerships  must  file  certified  copies  of  their  partner- 
ship deeds;  corporations  must  file  certified  copies  of  their  charters  or 
articles  of  incorporation  and  by-laws. 

Corporation  Laws. — The  Spanish  corporation  laws  are  the  basis 
of  the  Venezuelan  laws.  These  are  explained  in  the  section  of  this 
book  dealing  with  Spain.  Reference  may  also  be  made  to  the  section 
on  Peru.  The  chief  requirements  in  Venezuela  are  that  the  articles 
of  incorporation  shall  be  executed  as  a  deed,  be  registered  with  a  notary 
public,  and  afterwards  be  advertised  in  the  Venezuelan  newspapers. 

Foreign  Corporations. — Where  only  occasional  dealings  are  made 
in  Venezuela,  or  if  business  is  done  only  by  correspondence,  or  through 
travelling  salesmen  or  commission  agents,  registration  of  an  American 
or  foreign  firm  is  not  required,  and  no  taxes  are  payable  on  such  trade. 
If  a  branch  is  opened,  or  a  resident  agent  is  appointed  to  carry  on 
business  in  the  name  of  the  foreign  firm  or  corporation,  registration 
is  necessary,  and  the  local  agent  must  'be  given  a  power  of  attorney, 
authorizing  him  to  act  for  the  corporation  in  Venezuela. 

If  a  considerable  amount  of  business  is  done,  it  is  advisable  to  in- 
corporate a  separate  company,  under  the  laws  of  Venezuela,  solely  for 
the  business  to  be  done  in  that  country.  The  advantage  is  that  profits 
could  be  retained  there  and  used  to  extend  the  business.  The  shares 
could  be  held  by  the  parent  corporation,  and  only  the  amounts  of  divi- 
dends declared  by  the  Venezuelan  company  would  be  taxable  in  the 
U.  S.  or  other  state  in  which  the  parent  company  was  incorporated. 
The  management  could  be  checked  by  means  of  periodical  audits  by 
public  accountants. 

Details  of  Registration  of  a  Foreign  Corporation  in  Venezuela. — 

Copies  of  the  cliarter  or  articles  of  incorporation  of  the  company,  and 
of  its  by-laws,  must  be  certified  by  the  Secretary  of  State  or  other 
official  who   issued  or  certified   the    filing   of    the   originals.      Certified 
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copies  are  also  required  of  the  principal  provisions  of  the  laws  author- 
izing the  state  to  grant  corporate  powers  to  companies.     These  docu- 
ments  must  be  produced  to   a  Venezuelan   Consul   in  the   country   of 
incorporation,   for  the  purpose  of  the  signatures  of  the  state  officials 
being  "legalized"  by  the  certificate  of  the  Consul  that  they  are  genuine. 
He  also  certifies  the  extracts  of   the  laws   to  be   true   copies.     Some 
consuls  require  the  lawyer  of  the  corporation  to  attend  before  them 
and  attest  this.     A   foreign  corporation   must  also   issue   a  power   of 
attorney,  authorizing  its  agent  in  Venezuela  to  act  as  its  legal  agent 
in  all  matters  relating  to  the  "business  carried  on  in  that  country.    This 
document  must  be  signed  by  the  president  and  secretary  of  the  cor- 
poration, or  by   two   or   more   directors.     It  must  be  supported  by  a 
certified  copy  of  the  resolution  of  the  board  of   directors  authorizing 
its  issue.     It  is  essential  that  this   power  of  attorney  should  also  be 
sworn  correct  before  a  notary  and  legalized  by  the  Venezuelan  Consul. 
For  the  purpose  of  registration  in  Venezuela,  all  the  documents  named 
must  be  translated  into  Spanish.     The  best  plan  is  to  have  this  transla- 
tion  made  by   an   official    interpreter   in   that  country.     All   the   docu- 
ments named,  with  the  certified  translations,  must  next  be  registered 
in  the  Registry  of  Commerce  of  the  district  of  Venezuela  in  which  the 
chief   office  or  place   of   business   of   the   foreign   corporation  will  be 
situated.    After  the  registration,  the  Spanish  translations  of  the  articles 
of  incorporation,  and  the  power  of  attorney  of  the  agent,  (but  not  the 
by-laws)  must  be  published  in  the  local  official  newspaper  of  the  same 
district.     For  the  city  of  Caracas,  the  newspaper  would  be  the  "Gaceta 
Municipal."     The  local  agent  of  the  corporation  must  sign  the  power 
of   attorney   granted   to   him,   before   it  is   registered.     He   must  also 
present  a  petition  to  the  Court  of   Commerce  in  Caracas  asking  that 
the  registration  of  the  foreign  corporation  may  be  permitted.     Follow- 
ing this,  an  authorization  is  issued  which  gives  the  foreign  corporation 
the   same   trading  rights   as  a  native   corporation.     It  may  then  hold 
real  estate,  and  use  the  native  courts   for  collection   of   debts  or   for 
enforcing  contracts. 

Cost  of  Registration. — The  cost  of  translations  into  Spanish,  and 
stamp  duties  on  the  documents  range  from  $50  to  $100  in  U.  S. 
money.  The  lawyers'  fees  in  Venezuela  would  be  from  $25  to  $50. 
No  capital  tax  is  payable  at  the  time  of  registration.  Each  munici- 
pality and  district  authority  levies  taxes  on  all  the  concerns  carry- 
ing on  business  in  its  own  district,  but  these  taxes  are  generally 
reasonable.  The  payment  of  federal  taxes  does  not  relieve  foreign 
corporations  from  the  payment  of  these  municipal  taxes.  Stamp 
duties    are    also    payable    on    the    amount    of    business    done,    at    the 
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rate  of  1  per  1,000  on  the  gross  receipts.  There  are  other  minor 
taxes,  but  there  are  no  income  or  excess  profits  taxes. 

Mining  and  petroleum  companies  pay  special  taxes  which  ex- 
empt them  from  the  majority  of  the  other  taxes  already  named. 

American  and  ioreign  corporations  are  required,  as  a  condition 
of  registration,  to  accept  the  jurisdiction  of  the  Venezuelan  courts 
and  the  government  for  all  business  done  in  the  country.  This  does 
not  debar  them  from  being  entitled  to  appeal  to  their  own  Consular 
representatives  for  protection  against  any  unjust  treatment,  or 
against  seizure  of  their  properties  in  times  of  political  disturbances. 

By  the  new  laws  of  May  31,  1918,  companies  organized  abroad 
for  the  special  purpose  of  carrying  on  business  in  Venezuela  are 
held  to  be  Venezuelan  companies  and  they  must  comply  with  the 
laws  respecting  domestic  corporations.  Other  companies  incor- 
porated abroad,  but  whose  chief  business  is  carried  on  abroad, 
will  continue  to  ibe  treated  as  foreign  corporations;  they  are  sub- 
ject to  the  regulations  already  explained. 

Foreign  insurance  companies  are  subject  to  special  laws  and 
they  are  required  to  invest  a  part  of  their  funds  in  real  estate  in 
Venezuela. 


GENERAL  INDEX 


U.  S.  A.  Section 


Agent  for  foreign  corporations,  95. 

Alabama,   special  business  laws  of,   138-9. 

Alaska,   special  business  laws   of,   139-40. 

Alien   corporations,   52. 

Annual  reports  of  corporations,  80; 
date  and  certification  of,  107;  foreign 
corporations,    103. 

Appointment,  agent  of  foreign  corpora- 
tions, 95. 

Arizona,   special  business  laws  of,   140-1. 

Arkansas,  special  business  laws  of,  142-3. 

Audit  of  corporation  accounts,  81;  for- 
eign  corporation   accounts,    106. 

B 

Banks,  railroads  and  public  sc^ice 
companies,    etc.,    special    laws    for,    59. 

Bills    of   exchange   laws,   383. 

BLUE  SKY  LAWS:  advantages  of  to 
investor  and  dealer  &c.,  122-3;  com- 
pulsory annual  audits,  127;  applica- 
tions, licenses  and  fees,  122;  cost  of 
examinations  by  Commission,  121;  de- 
scription of,  118-21,  125;  examination, 
extent  of,  125-6;  Michigan  Securities 
Commission,  regulations,  121,  125-6; 
personal  attendance  of  applicant,  126; 
securities  not  requiring  approval, 
124-5;  supervision  by  Commission,  127. 

BONDS:  adjustment,  26;  advantage  of 
issues  of,  10;  American  corporation, 
15;  assessment,  special,  13;  assumed, 
27;  bonus,  27;  bridge,  27;  British 
and  Canadian  practice  re,  14;  call- 
able loan,  27-28;  car  trust,  28;  certi- 
ficates of  beneficial  interest — and  in- 
debtedness, 28;  charter,  28;  closed 
and  open  mortgage,  18;  collateral,  15; 
collateral  trust,  29;  consolidated  mort- 
gage, 29 ;  consolidated  first  mortgage, 
29;  construction,  29;  continued,  29; 
convertible,  11,  30;  corporation  notes, 
30;  coupon,  30;  debenture  income,  30; 
debenture  and  "naked"  debenture,  10, 
262;  delinquent  tax  certificates,  31; 
description  of,  7,  12,  262;  difference 
between  debentures  and,  14;  dividend, 
31;  divisional,  31;  dock  and  wharf, 
31;  double  taxation  of  interest,  23; 
drainage  and  levee,  32;  due  through 
default  of  issuing  corporation,  26;  en- 
dorsed, 32;  equal  instalment,  32;  equip- 


ment, 32;  extended,  33;  extension,  33; 
farm  mortgage,  33;  ferry,  33;  first 
and  refunding,  34;  first  consolidated 
mortgage,  34;  first  general  mortgage, 
3'4;  founders',  34;  future  acquired 
property,  18;  general  first  mortgage, 
34;  gold,  35;  Government,  12,  24; 
guarantee,  36;  guaranteed,  16;  guar- 
anteed mortgage,  36;  improved  mort- 
gage, 37;  improved  property,  36;  in- 
come, 19,  37;  income  tax  on,  21;  in- 
dustrial, 7,  9,  24;  investment  trust 
companies',  37;  irrigation,  37;  issued 
in  times  of  bad  trade,  9 ;  issuing  is 
good  financing,  8;  joint,  38;  judg- 
ment, 38;  land  development,  38;  land 
grant,  38;  land  mortgage,  39;  lease- 
hold investment  companies,  39;  Lib- 
erty (tax-free),  22;  limit  on  borrow- 
ing, 8;  loan  and  mortgage  companies', 
39;  long-term,  39;  mortgage  securi- 
ties corporation,  39;  mortgage  invest- 
ment companies',  39;  mortgage  on 
mortgage,  16;  mortgage  trust,  39; 
municipal,  12;  not  capital  but  liabili- 
ties, 26;  optional,  39;  parent  and  sub- 
sidiary corporations,  16;  partial  and 
complete  issues  of,  18;  participating, 
40;  plain,  40;  preference  income,  40; 
premium,  40;  priority  of  mortgages, 
17;  prior  lien,  40;  profit-sharing,  41; 
property  mortgage  companies',  41; 
purchased  line,  41;  purchase  money, 
41;  railroad,  7;  real  estate,  41,  42,  43; 
receivers'  certificate,  44;  reclamation, 
44;.  redemption,  44;  refunding,  14, 
44;  registered,  45;  registered  and 
bearer — coupon,  20,  45;  renewal,  45; 
residuary  estate,  45;  revenue,  46; 
school,  46;  second  mortgage,  46;  se- 
curity behind,  7;  serial  and  drawings, 
25,  47;  sewer,  47;  short-term,  47; 
sinking  fund,  25,  48;  stamp  duties  on, 
353;  stamped,  48;  steamship,  48;  Stock 
Exchange  requirements  re,  308,  311; 
tax-free,  21;  terminal,  49;  time  of  re- 
payment of,  24;  transfers  of  regis- 
tered, 21:  underlying,  49;  unifying,  SO. 
Boston  Curb  Exchange,  334. 
Boston  Stock  Exchange,  333. 
Business:  carrying  on,  51,  92,  98; 
commencement  of  and  incurring  debts 
by  reorganized  corporation,  71;  limit- 
ing kind  of,  99;  summary  of  deci- 
sions  on,    113-17. 
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BUSINESS  (UNIFORM)  CORPORA- 
TION ACT:  cases  not  provided  by, 
91;  definition  of  terms  used, 
91;  inconsistent  acts  repealed  by,  92; 
interpretation  by  States  using,  90; 
summary   of,    60-92. 

BUSINESS  CORPORATION  AND 
PARTNERSHIP  STATE  LAWS: 
alphabetically  arranged  by  States,  138- 
234;  American  corporations  trading 
abroad,  131;  annual  reports  of  for- 
eign corporations,  136-7;  articles  of 
agreement,  133;  articles  of  organiza- 
tion, 131;  by-laws,  134;  corporations 
formed  under  foreign  laws,  130;  docu- 
ments used  in  formation  of  corpora- 
tions, 131;  foreign  corporations,  129; 
organization  meeting,  134;  partner- 
ships and  limited  partnerships,  129; 
statement  filed  by  foreign  corpora- 
tions, 135;  usual  regulations  omitted — 
unusual   stated,    129. 

Business  corporations,  general  powers 
of,    67. 

By-laws,  power  to  make  (corporation), 
79. 


93-112,  129,  135-137  (see  Foreign 
Corporations);  formation  of,  258; 
formed  under  foreign  laws,  130;  fran- 
chises of,  259;  income  tax  (Federal) 
on,  369-370;  N.  Y.  State,  374;  incor- 
poration of,  60-92;  law  of,  259;  lia- 
bility of  directors  and  officers;  for 
debts  of,  77;  management  of,  26U; 
name  of,  94;  officers  of,  77;  organi- 
zation meeting  of,  134;  organization 
tax,  65;  power  to  make  by-laws  of, 
79;  State  investigation  of,  83;  State 
regulations  of,  52,  56-58,  102-103; 
Uniform  Business  Corporation  Act, 
56,  92;  voting  powers  ui,  when  hold- 
ing   own    shares,    75. 

Consolidated  Stock  Exchange,  New 
York,    326. 

Creditors,  definition  of,  91;  rights  of, 
to  petition  for  appointment  of  re- 
ceiver,   89. 

Cumulative  voting,  rights  of  shares,  4, 
91. 

Curb  Market,  New  York,  321;  rates  of 
commission,    324;    rules,   325. 


California,  special  business  laws  of, 
143-6. 

Capital,  increase  of,  289;  of  foreign 
corporations     used    in    State,    91. 

Capital    stock,    91 ;    authorized,    97. 

Carrying  on  business:  definition  of,  51, 
92,  98;  summary  of  decisions  on, 
113-17. 

Chicago    Stock    Exchange,    335. 

Cincinnati    Stock   Exchange,    339. 

Clearing  System,  New  (New  York, 
1920),  275:  brokers  work  for  clear- 
ance, 277;  clearance  sheet,  277; 
money  loans,  283;  which  securities 
are  cleared,  276;  work  of  Clearing 
House,   278. 

Colorado,  special  business  laws  of,  146-8. 

Colorado  Springs  Mining  Stock  Assocn, 
340. 

Columbus    Stock    Exchange,    340. 

Common   and   other  law3   in   force,    54. 

Congress,  supreme  power  of,   53. 

Connecticut,  special  business  laws  of, 
149-52. 

CORPORATIONS:  account  books  and 
records  of,  79;  actions  against  offi- 
cers of,  78-79;  adoption  of  Uniform 
Act,  82;  alien,  52;  American,  trading 
abroad,  131;  annual  reports  of,  80; 
appointment  of  trustee  or  receiver,  89; 
articles  of  agreement,  133;  articles  of 
organization,  131;  articles  of  incorpo- 
ration, 61,  62,  63,  65,  66,  94;  audit 
c*  account,  81;  by-laws  of,  79,  134; 
(  Tienr  ^nt  of  business  by,  66; 
_rrying  on  business,"  51,  98,  113- 
117;  definitions  of  domestic,  foreign, 
alien,  52,  91,  ^i;  documents  used  m 
formation  of,  131-137;  domestic,  52, 
91,  99;  dissolution  of,  84-87;  excess 
profits    tax    on,    372;     foreign,    81-83, 


Delaware,      special     business     laws     of. 

152-4. 
Detroit    Stock    Exchange,    341. 
Directors,    election    of,    76;    liability    for 

debts,    71;    names    and    addresses    of. 

97. 
District    of    Columbia,    special    business 

laws   of,    148-9. 
Dividends,  collecting,  289;  payments  of, 

263. 
Dissolution     of    corporations,    effect    of, 

87-8;   involuntary,  85-6;  voluntary,  84. 
Documents,    filing   of    incorporation,    94. 
Domestic   corporations,   definition   of,   91. 

(see   also   Corporations.) 


E 


Eminent  domain,   power  of,   110. 

Estate  tax  (Federal),  357;  deductions  al- 
lowed, 359;  liability  for,  359;  rate  of, 
359. 

Excess   Profits    tax,    372. 


Federal  courts:  penalty  for  entering  ac- 
tions in,  instead  of  in  State  courts, 
109;    supreme   power  of,   53. 

Federal  Estate  tax  (see  Estate  tax). 
357. 

Federal  taxes  of  U.  S.  A.  (see  Income 
Tax    [Federal]),    361. 

Fees,  charged  by  various  States,  101; 
initial  license,  100;  issue  of  licenses, 
101. 

Filing  articles,  details  of,  61-3,  94;  cer- 
tification of  documents  for,  98;  docu- 
ments, 94;  other  details,  98;  and  re- 
cording   fees    of    corporation,    65. 

Florida,   special  business  laws   of,    154-5. 
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FOREIGN  CORPORATIONS:  actions 
against,  110;  additional  information  re- 
quired of,  106;  adoption  of  Uniform 
Act  by  other  states,  82;  annual  license 
fee,  107;  annual  reports  made  by,  103, 
136-7;  appointment  of  agent,  95;  audit 
of  accounts  required,  106;  authorized 
capital  stock  of,  97,  104-5;  balance 
sheet  and  account  of  profits,  104; 
business  done  in  the  State,  105;  carry- 
ing on  business,  51,  98,  113-17;  carry- 
ing on  business  without  permission, 
83;  certification  of,  107;  certification 
of  documents  for  filing,  98;  charter 
and  articles  of  incorporation,  94,  135- 
7;  creditors  of.  111;  date  of  making 
annual  report,  107;  dates  of  meetings 
and  elections,  105;  definition  of,  52, 
93;  duration  of  license  to,  101;  filing 
documents  of,  94,  96,  98;  filing  no- 
tices of,  95;  incorporation  details  of, 
104;  issue  of  licenses  to,  101;  license 
fees — annual,  107,  initial,  100;  license 
to  trade  not  necessary  for  suing,  101; 
name  of,  94;  names  and  addresses  of 
directors,  officers,  agents  and  stock- 
holders, 105;  penalties  for  not  com- 
plying with  regulations,  102-3,  109; 
power  of  eminent  domain  re,  110; 
power  to  acquire  and  hold  real  estate, 
112;  privilege  of  doing  business,  81; 
proof  of  incorporation,  94;  property 
and  capital  used  in  state,  104;  pro- 
tection of  creditors  in  State  against, 
111;  regulations  also  applying  to  do- 
mestic, 99;  required  to  register,  93; 
retaliatory  statutes  re,  100;  services 
of  notices  on,  96;  State  investigation 
of  affairs  of,  83 ;  which  need  not  reg- 
ister,  93. 

Forfeit,   right   to,   partly-paid    shares,    73. 

G-H 

Georgia,   special  business    laws  of,   155-6. 
Hartford    Stock   Exchange,    342. 
Hawaii,   special  business  laws  of,   156-7. 


Idaho,    special   business   laws   of,    157-8. 

Illinois,   special  business  laws  of,   158-61. 

INCOME  TAX  (FEDERAL):  361; 
corporations  liable,  370;  on  corpora- 
tions, 369;  exceptions,  362;  Excess 
Profits,  372;  exempted  income,  370; 
exemptions,  364-5,  368;  foreign  pay- 
ments not  taxable,  369;  individual  ex- 
emptions, 368;  items  taxable,  363; 
Liberty  Bonds,  exemptions,  365;  nor- 
mal rates,  362;  over-payment  of,  371; 
period  covered  by,  363 ;  on  personal 
service  corporations,  370;  persons 
liable  for,  361;  rebates  of,  364;  re- 
turns, 371;  sur-tax  (individual),  362; 
taxation  of  individuals  and  partner- 
ships, 361;  Victory  Notes,  exemptions, 
365;  what  expenses  may  be  charged 
against,    364;    when   payable,   372. 

INCOME  TAX  (NEW  YORK 
STATE):   374,   376;   abatements,  378; 


annual  returns,  who  must  make,  377; 
Corporations,  374;  deductions  allowed, 
378:  deductions  from  payments  of, 
381;  differences  between  Federal  and 
State,  374;  exemptions,  378;  expenses 
not  allowed,  Z19\  information  at 
source,  381;  items  not  taxable,  379- 
80 — taxable,  375;  net  income  defined, 
376;  non-residents,  380;  non-taxable 
income,  379-80;  over-payments,  re- 
funds of,  381;  parties  liable  to,  374; 
penalties,  382;  rate  of,  375;  return^, 
filing,  377;  salaries  liable  to,  381;  un- 
derpayments, 381;  when  payable,  377; 
where  payable,  377;  yearly  period, 
376. 

Incorporate,   who    may,   61. 

INCORPORATION:  amendment  of  ar- 
tides,  66;  details  of  articles,  61-63; 
filing  and  recording  fees,  65;  filing 
articles,  94;  filing  certificate  of,  66, 
94;  formalities  of,  60;  organization 
tax  re,  65;  subscription  of  shares  on, 
63;  when  business  may  commence, 
&c.,    66. 

Incorporator,    definition   of,    92. 

Indiana,   special  business  laws  of,   161-3. 

Investment  companies:  applications, 
fees,    licenses,    123. 

Iowa,   special  business  laws  of,    163-5. 

K-L 

Kansas,   special  business  laws   of,   165-7. 

Kentucky,  special  business  laws  of, 
167-8. 

iLegal  decisions  on  "carrying  on  busi- 
ness,"   113-17. 

Licenses:  duration  of  (foreign  corpora- 
tion), 101;  initial  fees  paid  by  for- 
eign corporations,  100;  issue  of,  to 
foreign  corporations,  101;  to  trade  not 
necessary    for    suing,    101. 

LIMITED  PARTNERS:  Act,  name  of, 
257;  admission  of  additional,  251;  as- 
signment of  interest  of,  254;  business 
which  may  be  carried  on  by,  251;  cer- 
tificate, cancellation  or  amendment  of, 
255-6;  compensation  of,  253;  contribu- 
tions of,  2S1;_  death  of,  255;  defini- 
tion of,  250;  distribution  of  assets  of, 
255;  formation,  250;  general  partners' 
rights,  &c.,  251;  liability  for  false 
certification,  251;  liability  of,  to  part- 
nership, 253;  loans  to  and  transactions 
with,  252;  name  not  to  contain  sur- 
names of,  251;  nature  of  interest  of, 
254;  not  liable  to  creditors,  251;  one 
person  both  limited  and  general  part- 
ner, 252;  parties  to  actions,  257;  pro- 
visions for  existing  limited  partner- 
ships, 257;  relation  of,  inter  se,  252; 
repeal  of  Act,  257;  rights  of,  252; 
rights  of  creditors  of,  255;  rules  for 
cases  not  provided  for,  257;  rules  ot 
construction,  257;  withdrawal  or  re- 
duction  of    contribution,    253. 

Los   Angeles    Stock    Exchange,    342. 

Louisiana,  special  business  laws  of,  168- 
70. 
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M 

Maine,   special  business   laws   of,    170-2. 
Maryland,      special     business     laws      of, 

172-4. 
Massachusetts,   special   business  laws  of, 

174-7. 
Michigan,      special      business      laws      of. 

177-9. 
Michigan     Securities    Commission,     121, 

125-6. 
Minnesota,     special     business     laws     of, 

179-80. 
Misconduct,    actions  against   officers   for. 

78-9. 
Mississippi,     special     business     laws     of, 

180-2. 
Missouri,      special      business      laws      of, 

182-4. 
Montana,  special  business  laws  of,  184-6. 
Moral   law,   54. 

N 

Nebraska,  special  business  laws  of, 
186-7. 

Nevada,  special  business  laws   of,    188-9. 

New  Hampshire,  special  business  laws 
of,    189-91. 

New  Jersey,  special  business  laws  of, 
191-3. 

New  Mexico,  special  business  laws  of, 
193-5. 

New  York  Consolidated  Stock  Exchange, 
326. 

New   York   Curb    Market,   321-325. 

New  York,  special  business  laws  of, 
195-8. 

New  York  State  Income  tax  (see  In- 
come  tax,    N.    Y.),    3"4. 

New  York  State  Stamp  taxes  on  sales 
and   transfers,    386. 

NEW  YORK  STOCK  EXCHANGE: 
Jescription  of,  258-320;  advertising 
permitted,  290;  application  for  official 
quotation,  308;  assignments  and  no- 
tarial acknowledgments,  303;  assign- 
ments, signatures,  302;  bills  due,  sig- 
natures, 30'2;  bonds,  262;  branches, 
opening  of,  290;  British  money,  deci- 
malizing, 297;  broker  and  banker, 
loans,  287;  broker  and  client,  rights 
of,  285;  brokers'  commission,  266; 
capital,  increase  of,  289;  commissions, 
rates  of,  268,  289,  293;  Committee  of, 
266;  corporations  (formation  of,  258, 
franchise  of,  259,  laws  of,  259,  man- 
agemcnt  of,  260);  debentures,  262; 
deliveries,  269,  271;  deliveries  (irreg- 
ular), 291;  deliveries,  rules  for,  299; 
deposits,  291;  dividends,  collecting, 
289;  dividends,  payment  of,  263; 
"Floor,"  267;  floor  members,  267; 
holidays,  dates  of,  268;  hours,  268, 
290;  interest-paying  bonds,  rules  for 
dealing,  307;  lending  stock,  272,  288; 
loans  of  shares  or  money  during  holi- 
days, 2i90;  machinery  of  a  deal,  274; 
market  quotations,  284;  membership 
fees,  290;  membership,  sale  of,  267; 
members  of,   266;    New  Clearing  Sys- 


tem of  1920  (see  Clearing  System), 
275;  notarial  acknowledgments  and 
assignments,  303;  odd-lot  men,  267, 
orders,  269;  parity  prices,  New  York 
and  London,  295;  payments,  269;  pay^ 
ments  by  certified  checks,  291;  quan 
tities  traded,  269;  quotations,  cancel' 
lation  of,  289;  quotations,  market, 
284;  reclamations,  302;  reorganiza 
tions,  263;  rises  and  falls,  268;  room 
traders,  266;  rules  for  dealing,  inter 
est-paying  bonds,  307;  sales,  checking 
uncleared,  290;  securities,  listed,  264 
securities,  unlisted,  265;  settlements', 
275;  specialists,  267;  stamp  taxes  ori 
sales  and  transfers,  286;  Stock  Ex 
change  loans,  money,  287;  subscribe 
rights  to,  302;  terms,  291;  transfers 
261;  underwriting,  289;  wash  sales 
271;    written   contracts,   290. 

North     Carolina,     special     business     laws 
of,    198-9. 

North    Dakota,   special  business    laws   of, 
199-201. 

Notices    of    foreign    corporations,    filing, 
95;   service  of,   96. 


OFFICIAL  QUOTATIONS  of  corpora- 
tion  stocks  and  bonds  on  N.  Y.  Stock 
Exchange:  additional  amounts,  listing 
requirements,  311;  bonds,  application, 
308;  bonds,  original  listing,  311;  cer- 
tificates, forms  of,  317;  certificates 
lists,  removals  or  suspensions,  320; 
certificates  of  deposit,  312;  listing 
original  bonds,  311;  original  stock, 
309;  listing  requirements,  agreements, 
315;  listing  requirements,  filing,  313; 
listing  requirements,  transter  and 
registry,  316;  mortgage  trustees,  316; 
slocks,  application  for,  308;  stock,  re- 
quirements for  listing  original,  309; 
voting  trust  or  stock  trust  certificates, 
listing,    312. 

Ohio,    special    business   laws   of,    201-2. 

Oklahoma,  special  business  laws  of, 
20>2-3. 

Oregon,  special  business  laws  of,   204-5. 

Organization,  first  stockholders'  meet- 
ing, 74;  taxes  on  reconstructed  com- 
panies,   71. 

OUT-OF-TOWN      STOCK      EX- 
CHANGES, 333-351: 
Boston    Curb    Exchange,    334. 
Boston    Stock    Exchange,    333. 
Chicago    Stock    Exchange,    335. 
Cincinnati    Stock    Exchange,    339. 
Colorado    Springs    Mining    Stock    As- 
soc, 340. 
Columbus  Stock  Exchange,  340. 
Detroit    Stock    Exchange,   341. 
Hartford    Stock    Exchange,    342. 
Los   Angeles   Stock    Exchange,   342. 
Philadelphia    Stock    Exchange,    347. 
Pittsburgh    Stock    Exchange,    348. 
Richmond    .Stock   Exchange,    349. 
Salt  Lake  Stock  &  Mining  Exch.,  350. 
St.    Louis    Stock    Exchange,    351. 
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Partnership:  (see  also  Limited  Part- 
ners.) Uniform,  Law,  235-249;  Uni- 
form.  Limited,  Law,  250-257. 

Par   value,   shares  of   no,   68-9. 

Penalties  for  non-compliance  with  regu- 
lations (foreign  corporations),  102-3, 
109. 

Pennsylvania,  special  business  laws  of, 
205-7. 

Philadelphia    Stock    Exchange,    347. 

Philippine  Islands,  special  business  laws 
of,   207-8. 

Pittsburgh    Stock    Exchange,    348. 

Porto  Rico,  special  business  laws  of, 
208-10. 

Preferred   stocks,    1,   64,   69. 

Property,  fair  cash  value  of,  91;  power 
of  corporations  to  hold  real  estate, 
112. 

Public  service  companies,  special  laws 
for,  59. 

Q-R 

Quotations,  cancellation  of,  289;  market, 
284. 

Receiver:  appointment  of,  89;  bonding 
and  oath,  89;  may  be  discharged,  90; 
powers   of,    89;    property   vests   in,   90. 

Reorganization:  commencement  of  busi- 
ness, &c.,  71;  definition  of  capital 
stock,  72;  increase  or  reduction  of 
shares,  72;  shares  issued  for,  68; 
taxes,    71. 

Reorganizations,   263. 

Reorganized  corporation,  definition  of 
capital   stock    of,    72. 

Reports,  certification  of,  107;  corpora- 
tion, annual,  80;  foreign  corporation 
annual,    103. 

Retaliatory  statutes,  re  foreign  corpo- 
rations,   100. 

Rhode  Island,  special  business  laws  of, 
210-12. 

Richmond   Stock  Exchange,   349. 


St.   Louis   Stock  Exchange,   351. 

Salt  Lake  Stock  and  Mining  Ex- 
change,  350. 

Securities,  dealers  in,  124;  listed,  264; 
not  requiring  to  be  approved  by  Com- 
mission,   124-5;    unlisted,    265. 

SECURITIES  COMMISSION:  appli- 
cations, license  and  fees  to,  123;  com- 
pulsory annual  audit  unused  precau- 
tion, 127;  cost  of  examination  by, 
121;  extent  of  examination  by  Michi- 
gan, 125-6;  laws  of  other  states,  125; 
personal  attendance  before,  126;  su- 
pervision,   127. 

SHARES:  amounts  of,  261;  bases  for 
valuation  of,  4;  certificates,  68;  classes 
of,  1,  261;  cumulative  preference,  divi- 
dend arrears,  1 ;  cumulative  voting 
rights  of,  4,  91;  increase  or  reduction 
of,   for  reconstructed  corporations,    72; 


non-cumulative  preferred,  2;  partici- 
pating preferred,  2;  payment  by  in- 
stalments, 73;  power  to  refuse  trans- 
fer of,  73;  preferred,  1,  64,  69; 
prices  quoted  %  of  par  value,  S;  pro- 
tection of  market  prices  of,  5;  re- 
payment preference  on  insolvency,  3; 
right  to  be  paid  dividends  on,  2; 
right  to  forfeit  partly-paid,  73 ;  right 
to  subscribe  for,  6;  selling  facilities 
and  market  values  of,  4;  special  vot- 
ing powers  of,  4;  speculative  chances 
of,  5;  subscription  of,  paid  for  in 
property,  63;  valuation  of  rights  of, 
6,  voting  power  of,  3,  75;  with  no 
par  value,  68-9. 
South  Carolina,  special  business  laws  of, 

112-14. 
South  Dakota,  special   business  laws   of, 

214-16. 
Special  laws  for  public  service  com- 
panies, railroads  and  banks,  etc.,  58. 
SPECIAL  LAWS  FOR  SEPARATE 
STATES  AND  TERRITORIES  OF 
U.    S.   A.: 

Alabama,  138-9;  Alaska,  139-40;  Ari- 
zona, 140-1;  Arkansas,  142-3;  Cali- 
fornia, 143-6;  Colorado,  146-8;  Dis- 
trict of  Columbia,  148-9;  Connecticut, 
149-52;  Delaware,  152-4;  Florida,  154- 
5;  Georgia,  155-6;  Hawaii,  156-7; 
Idaho,  157-8;  Illinois,  158-61;  In- 
diana, 161-3;  Iowa,  163-5;  Kansas, 
165-7;  Kentucky,  167-8;  Louisiana, 
168-70;  Maine,  170-2;  Maryland,  172- 
4;  Massachusetts,  174-7;  Michigan, 
177-9;  Minnesota,  179-80;  Mississippi, 
180-2;- Missouri,  182-4;  Montana,  184- 
6;  Nebraska,  186-7;  Nevada,  188-9; 
New  Hampshire,  189-91;  New  Jersey, 
191-3;  New  Mexico,  193-5;  New  York, 
195-8;  North  Carolina,  198-9;  North 
Dakota,  199-201;  Ohio,  201-2;  Okla- 
homa, 202-3;  Oregon,  204-5;  Penn- 
sylvania, 20S-7;  Philippine  Islands, 
207-8;  Porto  Rico,  208-10;  Rhode 
Island,  210-12;  South  Carolina,  212- 
14;  South  Dakota,  214-16;  Tennessee, 
216-18;  Texas,  218-19;  Utah,  219-21; 
Vermont,  221-3;  Virginia,  223-5; 
Washington,  225-7;  West  Virginia, 
227-9;  Wisconsin,  229-31;  Wyoming, 
231-4. 
Stamp  taxes  (N.  Y.  State)   on  sales  and 

transfers,  286. 
STAMP  TAXES  (FEDERAL)  on  sales, 
mortgages  of  shares,  bonds,  real  es- 
tate and  merchandise:  353;  agree- 
ments, 353-5;  bills  of  exchange,  353; 
bills  of  sale,  353;  bonds,  353;  capital 
stock  tax,  353;  certificates  of  indebt- 
edness, 353;  cheques,  354;  cheques 
and  drafts,  notes  on,  355;  convey- 
ances, real  estate,  354;  debentures, 
353;  deeds,  354;  documents  not  tax- 
able, 355-6;  documents  taxable,  356-7; 
domestic  corporations,  353;  drafts, 
354;  foreign  corporations,  354;  mort- 
gage guaranty  policies,  354;  notes, 
355;   original   issues,   stock   certificates, 
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STAMP  TAXES  (FEDERAL)— Con- 
tinued 
353;  policies,  355;  power  of  attorney, 
355;  produce,  355;  promissory  notes, 
356;  proxies,  355;  rights,  sales  of, 
355;  sales  agreements,  355;  spoiled 
stamps,  refund,  356;  title  insurance 
policies,    355;    transfers,    354. 

State    investigation    of    corporations,    83. 

State  laws,  alphabetically  arranged  by 
States,    138-234;    right   to   make,    53. 

State  regulations  for  corporations  and 
partnerships:  method  of  treatment  in 
this  book,  57-8;  penalties  for  non- 
compliance  with,    102-3;    special,    57-8. 

State   rights,    limitations   of,    53. 

Statute   law,    54. 

Statutes,  retaliatory,  re  foreign  corpo- 
rations,   100. 

Stock:  authorized  capital,  97;  capital, 
91;  lending,  272,  288;  preferred,  1, 
64,    69;    share    of,    definition,    92. 

Stock  Exchanges,  U.  S.  A.,  258-351. 

Stocks,  description  of,  1 ;  difference  be- 
tween   shares   and,    1. 

STOCKHOLDERS :  annual  general 
meetings,  74;  definition  of,  92;  lia- 
bility of,  76;  limitation  of  claims 
against,  76;  names  and  addresses  of, 
97;  organization  meeting,  74;  rights 
of,  to  petition  for  appointment  of  re- 
ceiver,   89;    voting    powers,    75. 

Suing,  license  to  trade  not  necessary 
for   101. 


Taxes,    organization,    71     (see    also    In' 

come,  Excess  Profits,  &c.). 
Tennessee,  special  business  laws  of,  216- 

18. 
Texas,   special  business   laws  of,   218-19. 
Title    to    certificate,    transfer    of,    72. 
Transfer,    of    shares — power    to    refuse, 

73;  of  title,  72. 


Transfers,   261. 

Trustee,   appointment   of,    89. 

u 

Underwriting,    289. 

Uniform      Business      Corporation      Act 
earlier    inconsistent    acts    repealed    by 
92;   name   of,  92;   proposed,  56;   when 
effective,  92. 

Uniform      Business      Corporation      Law 
name   of,    92;    summary    of,    60;    to   be 
interpreted     by     States     adopting,     90 
when   effective,   92. 

Uniform  business  laws,  not  compulsory, 
55. 

Uniform   laws,    voluntarily   adopted,    56 

Uniform  Limited  Partnership  Law 
250-7. 

UNIFORM  PARTNERSHIP  LAW 
dealing  with  partnership,  237;  dissolu 
tion  and  winding  up,  242;  miscel 
laneous  provisions,  249;  nature  ol 
partnership,  236;  preliminary  provi 
visions,  235;  property  rights  of  part 
ners,  241;  relations  between  partners 
239. 

Uniform    Stock   Transfer    Law,    328. 

U.  S.  Federal  Stamp  taxes  (see  Stamp 
taxes.   Federal,  353). 

Utah,  special  business  laws  of,   219-21. 

V  to  Z 

Vermont,  special  business  laws  of,  221-3. 
Virginia,  special  business  laws  of,  223-5. 
Washington,    special    business    laws    of, 

225-7. 
West  Virginia,   special  business  laws  of, 

227-9. 
Wisconsin,  special  business  laws  of,  229- 

31. 
Wyoming,      special     business     laws     of. 

231-4. 
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Accounts,    annual,    companies,   498. 

Allotment,  example,  489;  return  of,  488. 

Alberta    (see    "Canada"). 

Amalgamation,  469;  method  of,  470; 
reasons  for,   469. 

American  companies,  difference  be- 
tween British  and,  432;  important 
points    for,    664. 

American  branches  in  U.  K.  and  Do- 
minions,   regulations,    633-8. 

American  equivalents  for  fractions  of 
£1,    555. 

American  creditors,  important  points 
for,   667. 

Annual  returns  of  limited  companies, 
447. 

Arrangement  with  company's  creditors, 
471. 

Assignment  by   partner,    394. 

Audit  of  accounts,  annual  compulsory, 
449. 

AUSTiRALASIA,    639-43;    carrying    on 
business     in,      640;     corporation     and 
partnership    laws,    639;    cost    of    regis 
tration,     American     and    foreign    com 
panics,  640;   Federal  Income  tax,  640 
Federal     Stahip     taxes,     640;     Income 
taxes,    639;    New    South    Wales,    641 
New  Zealand,   643 ;   Papua,   643 ;   part 
nership     and     corporation     laws,     639 
Queensland,      642;      South     Australia 
641;    Stock    Exchanges   of,    639;    Tas 
mania,    643;     Victoria,    641;    Western 
Australia,    642. 

B 

Balance  sheet  of  public  companies,  446, 
496. 

Bankruptcies  and  private  arrangements, 
law   of,   499. 

Bankruptcy   of   partner,   395,   397. 

Bearer  warrants,   443. 

BILLS  OF  EXCHANGE,  (see  also 
"Cheques")  509-531:  acceptance,  gen- 
eral, 517;  acceptance  qualified,  517; 
bank  overdrafts,  527;  bill  must  be 
stamped,  521;  cheques  (alteration  of, 
524;  bearer,  522;  cancelled  crossing, 
525;  crossed,  522,  526;  dishonoring, 
527;  liability  for  endorsements,  525; 
not  negotiable,  522,  528;  order,  522; 
payment  of,  526;  post-dated,  529;  spe- 
cial customs  in  drawing  British,  522; 
stale,  529;  stamp  duty  on,  529; 
stopping,  527;  undated,  529);  con- 
sideration, valuable,  to  be  given  for, 
520;  definition  of,  510;  details,  es- 
sential, 513;  endorsement,  510,  511, 
512,  513,  525;  negotiable  instrument, 
510;  negotiation,  510;  parties  to,  518; 
promissory  notes,  509;  stamp  duty  on, 
529;    stamps,   spoiled,    531. 

Bonds,  debenture,  description  and  uses 
of,   451. 

Books  to  be  kept  by  companies,   446. 


Branches  in  U.  K.  and  overseas  do- 
minions, &c.,  opening  by  American 
and  foreign  firms,  633-638  (see  Regu- 
lations). 

British    Columbia     (see    "Canada"). 

British  companies  and  company  law,  de- 
scription,  405-473. 

British  companies,  differences  between 
American   and,    432. 

British    incorporation    fees,    475 

British  partnership  law  (see  Partner- 
ship  Law)    385. 


Call,  notice  of,  790. 

CANADA,    644-659: 

Alberta,  cost  of  incorporation,  &c., 
domestic  and  foreign,  649.  British 
Columbia:  (costs  of  incorporation — 
domestic,  649 — foreign,  registration 
fees,  650;  foreign  corporation,  re- 
quirements, 650;  income  tax,  650; 
partnerships,    650). 

Dominion:  Business  Profits  War  tax, 
648;  corporation  law,  644-5;  cost  of 
incorporation  and  registration,  do- 
mestic and  foreign,  645;  normal  in- 
come tax,  corporations,  648;  returns, 
annual,  646,  648;  tax — income  and 
sur-tax,  646;  tax,  bills  of  exchange, 
646;  tax  collection,  648;  transfers  of 
shares  and  bonds,  646. 
Manitoba:  cost  of  incorporation,  do- 
mestic and  foreign,  650;  foreign  cor- 
poration requirements,  651. 
Montreal  Stock  Exchange,  657. 
New  Brunswick:  cost  _  of  incorpora- 
tion, domestic  companies,  651;  for- 
eign corporation,  requirements,  651; 
partnerships,  651. 
Newfoundland,  656. 
North-West  Territories,  656.  Nova 
Scotia:  corporations,  requirements,  652; 
costs  of  incorporation  and  registration, 
domestic  and  foreign,  652;  fees,  an- 
nual, 652;  foreign  corporations,  re- 
quirements, 652;  partnerships,  651; 
taxes,  652.  Ontario:  costs  of  incor- 
poration and  registration,  domestic 
and  foreign;  tax  on  transfers  of  stock 
and  bonds,   652. 

Prince  Edward  Island:  costs  of  in- 
corporation, domestic  companies,  654; 
partnerships,  653;  taxes  on  stock- 
brokers and  investment  companies, 
654.  Quebec:  costs  of  incorporation 
and  registration,  domestic  ana  for- 
eign, 654;  tax  on  American  and  for- 
eign firms,  655;  tax  on  transfers  of 
stocks  and  bonds,  655. 
Saskatchewan:  costs  of  incorporation 
and  registration,  domestic  and  for- 
eign, 655.  _  .  r  ^e-r 
Stock  Exchanges,  description  ot,  65/. 
Toronto  Stock  Exchange,  658.  Yukon: 
656. 
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Cape  of  Good  Hope  (see  Union  of 
South    Africa). 

Capital:  alterations  of,  468;  brought  in, 
388;  of  the  company,  418;  payment 
of  interest  out  of,  468;  subscribed, 
425. 

Certification    of    transfers,    458. 

CHEQUES  and  their  negotiation  (see 
also  Bills  of  Exchange),  509-531:  alter- 
ations of,  524;  bearer,  522;  cancelled 
crossings,  525;  crossed,  522,  526;  dis- 
honoring, 527;  liability  for  endorse- 
ments of,  525;  not  negotiable,  522, 
528;  order,  522;  payment  of,  526; 
post-dated,  529;  special  customs  in 
drawing  British,  522;  stale,  529; 
stamp  duty  on,  529;  stopping,  527; 
undated,    529. 

Commencing  business,   421,  439. 

Companies,  brief  description  of  British, 
431,  473;  important  points  for  Amer- 
ican,   664. 

Company  law,  brief  description  of  Brit- 
ish, 431,  473. 

Compulsory   audit  of   accounts,   449. 

Contracts,  authority  to  sign,  428;  made 
by  a  company,  428. 

Conversion  of  existing  business  into 
private    company,    408. 

Corporations,  difference  between  part- 
nerships  and,    401. 

Credit  and  resources  of  firms,  how  to 
learn,    667. 

Creditors,  arrangements  by  a  company 
with,  471;  bankruptcy  proceedings, 
499;  important  points  for  American, 
667. 


Debenture    bond,    example   of,    495. 

DEBENTURES:  451;  are  not  capita!, 
426;  first  mortgage,  493;  irredeemable, 
453;  payment  of  interest  on,  463;  re- 
deemable, 452;  registered,  452;  re- 
payment of,  453;  sinking  fund  for  re- 
demption of,  454;  terms  of  issue  of, 
453;    to   bearer,    452. 

Debts    of    separate   partners,    394. 

Declaration  for  exemption  from  income 
tax,    590. 

Directors,    public    company,    424. 

Dissolution,  order  of  payments  on  part- 
nership, 400. 

Distribution  of  profits  of  companies,  459. 

DIVIDENDS.  450:  first  year  of  trad- 
ing, 460;  free  of  income  tax,  462;  on 
different  classes  of  shares,  463;  pay- 
ment   of,    461. 

Duties,    stamp    (1920-21),    532. 

E 

EXAMPLES  OF  PROSPECTUSES, 
forms  and  returns  for  filing,  478; 
of  allotment  letter,  489;  allotments, 
return  of,  488;  annual  accounts 
and  balance  sheet,  498;  applica- 
tion for  first  debenture  mortgage 
debentures,    493;    application    for    first 


mortgage  debentures,  493;  balance 
sheet,  496;  call,  notice  of,  490;  cer- 
tificate scrip,  494;  debenture  bond, 
495;  letter  of  regret,  489;  prospectus 
of  new  company,  479;  prospectus  of 
an  issue  of  debentures  of  existing 
company,  483;  prospectus,  statement 
in  lieu  of,  487;  scrip  certificate,  494; 
share  certificate,  491;  share  transfer, 
492;  share  warrant,  492;  summary  of 
share  capital   and  shares,  497. 


Foreign  companies,  rights  of,  436;  re- 
turns to  be   filed   by,   440. 

Forged   transfers,    458. 

Formation  of  limited  companies  (see 
Limited  Companies),   405,  435. 

Formation  of  private  limited  companies, 
(see  Private  Limited  Companies), 
406. 

Formation  of  public  limited  companies, 
(see   Public   Limited   Companies),   409. 


Gazettes,      publication      of      notices      in, 

391. 
Goodwill,   of   partners,  397. 

H-I-J 

INCOME  TAX,  451,  462,  622:  allow- 
ances, 622;  American  investors  in 
British  securities,  notes  for,  625; 
averaging  the  profits,  629;  claims  for 
repayments  of,  632;  corporations, 
kind  of  tax  payable  by,  623;  Corpora- 
tion Profits  tax;  (192()-21 )_  623  ;  Cor- 
poration tax,  companies  liable,  623; 
deductions  allowed,  631;  deductions 
not  allowed,  630;  description  of  tax 
schedules,  627;  dividends  free  of,  632; 
earned  income  of  individual,  622;  Ex- 
cess Profits  duty — businesses  and  cor- 
porations, 1920-21,  623;  Excess  Profits 
tax,  624;  fixing  amount  payable,  as- 
sessment, 629;  graduated  taxes  dis- 
continued, 622;  how  payable,  627; 
how  amount  ascertained,  624;  income 
not  liable  to,  631;  income  not  taxable 
against  non-residents,  625;  life  insur- 
ance premiums,  631;  limited  compa- 
nies, 627;  losses,  629;  mines,  iron 
and  coal,  630;  nature  of,  626;  new 
business,  630;  owner-occupier,  627; 
penalty  for  incorrect  returns,  632; 
rate  of  (individuals),  622;  refusal  to 
make  return  for,  632;  repa>Tnents, 
claims  for,  632;  returns  for,  629;  sales 
of  investments,  profits  on,  625;  set- 
off, 630;  special  points  as  to  deduc- 
tions, 624;  succession  of  business, 
630;  super-tax  (individuals  only)  year 
1920-21,  623;  tax  on  non-residents, 
625;  tenant  paying,  627;  trading  pe- 
riod for,  629;  when  payable,  629;  who 
are  liable,   626. 

Interest,   payment  out   of   capital,   468. 
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Lawyer,    definition    of,    434. 

Legal    notices,    publication   of,   39L 

Liability:  for  debts  of  partners,  389; 
of  members  of  limited  companies, 
445;    of    special    partners,   399. 

LIMITED  COMPANIES:  articles  of 
incorporation,  434;  bonds  of,  433;  by- 
laws, 434;  charter,  434;  commencing 
business,  439;  corporation  defined, 
432;  existence  of,  435;  foreign  com- 
panies, 436,  441;  formation  of,  405; 
incorporation  of,  436;  liability  of 
members,  445;  "limited,"  definition 
of,  432;  organization  meeting,  440; 
par  value  of  shares,  434;  powers  of, 
405;  president,  433;  shares,  subscrip- 
tion for,  435;  statutory  meeting,  440; 
stock  of,  432;  stock  common,  433; 
stock  preferred,  433;  stockholder,  434; 
unregistered  companies,  436;  what 
are,    405;    winding-up,    435,    447. 

Limited    liability,    description,    444. 

Limited    Partnership    Act    (1907),    391. 

Liquidations,  arrangements  in  voluntary, 
471;  compromise  and  payments  in 
full,   472. 

Liverpool    Stock    Exchange,    620. 

LONDON  STOCK  EXCHANGE,  540- 
617:  advertising  not  permitted,  547; 
American  equivalents  for  fractions  of 
£1,  555;  American  stocks  and  bonds, 
quoted  in  London-New  York,  556;  bad 
deliveries,  576;  bearer  certificates, 
571;  bonds  (clearance  of,  562;  draw- 
ings of,  577;  Exchequer,  593;  of 
married  women,  582) ;  British  Govern- 
ment bonds  (powers  of  attorney  for, 
596;  transfers  of,  594);  British  Gov- 
ernment securities,  kinds  of,  591; 
British  Government  stocks,  dividends 
on,  595;  brokers,  description  of,  543, 
547;  buying-in,  567;  call  of  more, 
586;  carrying-over,  573;  carry-over, 
financing  the,  575;  cash  dealings,  573; 
certificates  to  bearer,  571;  clearance 
of  stocks  and  bonds,  562;  clearing, 
method  of,  _  568;  clearing,  regulation 
lots  for,  570;  clerks  and  employees, 
546;  commission  rates,  553;  compari- 
son of  London-Paris  option  dealings, 
584;  compounding  for  transfer  stamp 
duty,  588;  contract  stamp  (brokers' 
notes),  588;  coupons,  cashing  of,  589; 
dealers,  description  of,  543;  dealing, 
methods  of,  545;  dealings,  option, 
583;  deceased  persons,  estates  of,  597; 
delivering  and  carrying  over,  ticket- 
day,  563;  dividends,  &c.,  American 
securities,  collection  of,  589;  dividends 
warrants,  lost,  588;  Exchequer  bills, 
592;  exemption  from  income  tax,  dec- 
laration, 590;  French  Government 
bonds,  quotations  for,  556;  General 
Purposes,  Committee  for,  541 ;  holi- 
days, dates  of,  543;  hours  (Exchange, 
548,  trading,  for  American  securities, 
548) ;  income  tax  deductions  at 
source,    588;    jobbers,    the    usefulness 


of,  549;  jobber's  "turn,"  552;  list, 
official,  554;  loans,  long-term,  592; 
loans,  short-term,  592;  Management, 
Committee  of,  541;  markets,  securi- 
ties traded  in,  544;  marking  business 
done,  554:  member,  insolvency  of  a, 
567;  members,  admission  of,  542; 
members  and  the  public,  541;  new 
issues,  special  settlements,  558;  op- 
tion (call,  585;  dealings,  comparison 
London-Paris,  584;  declarations,  563; 
put,  585;  put  or  call,  585);  options, 
kinds  of,  585;  options  used  otherwise 
than  for  speculations,  586;  orders, 
execution  of,  551;  payments,  third 
settlement  day,  570;  price  movements, 
555;  put  of  more,  586;  quotation 
terms,  557;  quotation  American  secu- 
rities London  and  New  York,  556; 
quotations  for  French  Govt,  bonds, 
556;  rates  of  commission,  553,  618; 
rules  and  regulations  of,  598;  rules, 
official  quotation  on  London  Stock 
Exchange,  607;  securities,  irregular, 
576;  securities,  lost  or  stolen,  577; 
selling-out,  567;  settlement  days,  561; 
settlements  (general,  561;  special, 
561;  special  for  new  issues,  558; 
splitting  tickets,  penalties  for  delay, 
564);  stocks  (clearance  of,  562;  of 
married  women,  582;  trustee,  597); 
subscription,  rights  of,  579;  ticket 
day,  delivering  and  carrying  over, 
563;  transactions  cleared  in  London, 
569;  transfer  forms,  578;  transfers 
(formalities  of,  566;  in  blank,  581;  in 
case  of  death,  582;  of  American  secu- 
rities, 581;  refusal  by  company,  579; 
refusals  of,  578;  stamp  duties  on, 
587);  Treasury  bills,  593. 
Losses,  by  a  company,   467. 

M-N-O 

Management  of  public  companies  (see 
Public    Limited    Companies),    423. 

Manchester    Stock    Exchange,    621. 

Manitoba    (see    "Canada"). 

Montreal  Stock  Exchange  (see  "Can- 
ada"). 

Mortgages:  held  by  limited  companies, 
506;    registration    of,    454. 

New    Brunswick    (see    "Canada"). 

New    South    Wales    (see   Australia). 

New    Zealand,    637,    643,    977.^ 

Newfoundland     (see    "Canada"). 

North- West  Territories    (see   "Canada"). 

Nova    Scotia    (see   "Canada"). 

Ontario    (see    "Canada"). 


Partnership:    accounts,    notes   on,   395. 
PARTNERSHIP   LAW,  385;   accounts, 

395;  bankruptcy  of  partner,  395,  397; 
differences  between  partnership  and 
corporation,  401;  dissolution,  400; 
good-will,  397;  legal  notices,  391;  lia- 
bility of  partners.  386;  liability  of 
special    partners,    399;    Limited    Part- 
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PARTNERSHIP  U^y/— Continued 
nership  Act  (1907),  391;  receiver, 
395;  registration  of  firms,  391;  rules 
of  partnerships,  396;  settlement  of  ac- 
counts, 400;  Uniform  Partnership 
Law,   385. 

PARTNERS:  assignment  by,  394; 
bankruptcy  of,  395,  397;  capital  con- 
tributed by,  388;  debts  of  separate, 
394;  drawings  of,  396;  holding  out 
by.  391;  kinds  of,  385;  liability  for 
debts,  389;  liability  of,  386;  liability 
of  special,  399;  limitation  in  numbers 
of,  3S7;  persons  who  are  not,  385; 
powers  of,  388;  release  of,  389;  shares 
of,   387. 

Partnerships:  law  of,  385;  conditions  of, 
387;  differences  between  corporations 
and,  401;  dissolution  of,  393,  400; 
rules  of,  396;  Scots  law  of,  390; 
settlement  of  accounts,  400;  what  are, 
386_. 

Premiums  on   shares,  460. 

Prince    Edward    Is:land    (see    "Canada"). 

Private  arrangements  and  bankruptcies, 
499. 

Private  companies,  444;  advantages  of, 
445;  advantages  over  partnerships, 
406;  conversion  of  existing  businesses 
into,  408. 

Private  limited  companies:  advantages 
of,  445;  advantages  over  partner- 
ships, 406;  details  of,  408;  forma- 
tion  of,    406;    private    companies,    444. 

Profits:  company  distribution  of,  459; 
how  divided,  460;  of  first  trading 
year,    459;   when   payable,   446. 

Profits,    partnership:    sharing    of,    387. 

Promotion    syndicates,    410. 

Prospectus:  examples  of,  478-9,  483, 
487;    legal    regulations   re,    414-416. 

Provincial  Stock  Exchanges  (British), 
620;   Liverpool,   620;   Manchester,  621. 

PUBLIC  LIMITED  COMPANIES:  al- 
lotment of  shares,  419;  allotment,  re- 
turn of,  420;  applications  for  allot- 
ment, 418;  capital  of,  418;  capital 
subscribed,  425;  commencing  business, 
421;  contracts  (alteration  of  prelimi- 
nary, 418;  authority  to  sign,  428; 
made  by,  428)  ;  debentures,  are  not 
capital,  426;  directors,  powers  of,  424; 
directors,  liability  for  loss,  429;  for- 
mation of,  409,  411,  412;  management, 
423;  meetings,  annual  general,  422; 
meetings,  statutory,  422,  440;  promo- 
tion syndicate,  410;  prospectus,  scope 
of,  414,  415;  prospectus,  legal  regula- 
tions re,  416;  shares,  bonus,  426; 
shares,  issues  of,  426;  shares,  ven- 
dors, 426;  statutory  meetings,  422, 
440;  subscription,  minimum,  417;  un- 
derwriting  and   commissions,    427. 

Q-R 

Quebec    (see    "Canada"). 

Queensland    (see    Australasia). 

Quotation,  American  stocks  and  bonds, 
London  and  New  York,  556;  quota- 
tions,   French    Govt,    bonds,    556. 


Real  estate:  law  re,  584;  law  re  limited 
companies  holding,  504;  mortgages  on, 
506. 

Receiver,   definition   of,   395. 

Reconstruction,    limited    companies,    469. 

REGISTRATION:  business  names  in 
U.  K.,  664;  agents  for  American  cor- 
porations, &c.,  665;  details  required, 
666;  publication  of  names  on  business 
stationery,  667;  when  and  where 
made,  665;  who  must  register,  664) 
who  need   not   register,   665. 

Registration,  of  firms,  391;  of  transfers 
by   companies,    457. 

Regret,    letter   of,    example,   489. 

REGULATIONS  RE  AMERICAN 
AND  FOREIGN  FIRMS  opening 
branches  in  U.  K.  and  Overseas  Do- 
minions, &c.,  633-8:  Gt.  Britain,  633; 
Australia,  636;  Barbadoes,  636;  Brit- 
ish India,  636,  Canada,  636;  Ceylon, 
636;  Gold  Coast,  636;  Jamaica,  636; 
Malta,  Mauritius  and  Seychelles,  637; 
New  Zealand,  637;  Northern  Nigeria, 
637;  Palestine,  637;  South  Africa, 
637;  Windward  Isles,  637;  no  regis- 
tration required,  637;  regulations  as 
in    Gt.    Britain,    638. 

Rent:    chief,    505;    ground.    505. 

Returns,   example  of  for  filing,   478. 


Saskatchewan     (see    "Canada"). 

Scots   Law,  partnership,   390. 

Scrip   Certificate,    example    of,    494. 

Share  capital,  repayment,  467;  sum- 
mary  of,   497. 

SHARES:  bonus,  426;  certificates, 
bearer,  443 ;  cumulative  preference, 
446,  464;  deferred,  446,  465;  example 
of  certificates,  491;  example,  share 
transfer,  492;  share  warrant,  492; 
summary  of  497;  dividends  on  dif- 
ferent classes  of,  463;  forfeited,  455; 
founders',  465;  issues  of,  426;  or- 
dinary, 465;  participating  preference, 
464;  par  value  of,  434;  preference, 
443,  463;  premiums  on,  460;  sub- 
scription for,  435;  vendors',  426. 

Sinking  fund  for  redemption  of  deben- 
tures,  454. 

South  Africa,  Union  of,  660-3  (see 
Union   of). 

South  Australia  (see  "Australasia"). 

Stamp  duties    (British,    1920-21),    532. 

Statistical  books  and  documents  for 
British  companies,   474-5. 


Tasmania  (see  "Australasia''). 
Toronto  Stock  Exchange,  658. 
Transfers:    certification   of,   458;    forged, 
458;    registration  by  company,   457. 

u-v 

Underwriting    and    commissions,    427. 
Uniform  Partnership  Law,  385. 
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UNION  OF  SOUTH  AFRICA,  660-3: 
Cape  of  Good  Hope,  661 ;  Income  tax, 
companies,  663;  income  tax,  individ- 
uals, 662;  Johannesburg  Stock  Ex- 
change, 661;  law  in  force,  660;  laws 
re  American  firms  and  corporations, 
661;  Natal,  662;  Orange  Free  State, 
662;  Stamp  duties,  662;  super-tax, 
individuals,   663;   Transvaal,   661. 


Unlimited   liability  companies,   444. 
Unregistered  companies,  436. 
Victoria   (see  Australasia). 

w-z 

Western   Australia    (see   "Australasia'')- 
Winding-up  of  companies,  447. 
Yukon    (see   "Canada"). 


French  Section 


{See   also  separate  index  in  French) 


ADMISSION  TO  OFFICIAL  QUO- 
TATIONS: foreign  company  securi- 
ties on  Paris  Bourse,  759;  foreign 
government  securities  on  Paris 
Bourse,    758. 

AMERICAN  CORPORATIONS  IN 
FRANCE:  bankruptcy  of,  731;  com- 
pounding stamp  duties,  752;  issues  of 
shares  and  debentures,  794;  trading 
title  of,  701. 

Apports,   682. 

Averaging   (Bourse  prices),  814. 

B 

Bankruptcies:  important  points  IH 
French,  727;  (see  also  under  Disso- 
lution). 

Bearer  certificates,  loss  or  theft  of, 
693;  registered  shares  to,  692;  regis- 
tration of,  835. 

BONDS:  certificates,  775;  City  of  Paris, 
776;  definitions  of,  774;  French  City, 
777;  French  Land  Bank,  777;  Gov- 
ernment, Municipal  and  County  Prize, 
776;  guaranteed,  778;  interest  on,  778; 
issue  of,  687,  690,  754;  kinds  of, 
776;  lottery,  778;  offering  for  sale, 
757;  official  quotation  of,  759;  open- 
ing for  American  industrial,  775;  or- 
ders for,  788;  other,  not  bearing  in- 
terest, 777;  preference  mortgage,  778; 
premium,  689;  premium  on  redemp- 
tion, 775;  prize,  689,  776;  redeem- 
able, at  premium,  689;  redeemable  by 
prize  drawings,  689;  registered,  dis- 
advantages of,  789;  registered,  larger 
dividends  on,  788;  taxes  and  stamp 
duties  on,  750,  752,  831,  894;  terms 
of  issue,  775;  transfer  of  registered, 
790. 

Bourse  terms,  explanation  of  technical, 
761. 

Brokers:  official,  780;  orders  to,  800; 
outside,    785;   unofficial,    783. 


Calls,  liabilities  of  stockholders  for,  764. 
Capital,  associations  of,  673;  repayment 
of,  722,  724. 


Certificates:  bearer,  690,  693,  763;  con- 
version to  bearer,  763;  mixed,  692; 
profit-sharing,    772;    share,    692. 

Commissions:  stockbrokers'  official,  797; 
unofficial,  799. 

COMPANIES :  Agricultural  Credit, 
717;  American  bankruptcy  of,  731; 
American,  compounding  of  stamp 
duties,  752;  being  formed,  701; 
British,  700;  civil,  under  commercial 
form,  716;  distinction  between  part- 
nerships and,  673;  foreign,  717; 
formed  under  old  laws,  712;  having 
variable  capital,  regulations  re,  714; 
variable  capital,  divided  into  shares, 
regulations,  714;  with  varying  capital 
(co-operative),  713;  mutual  credit, 
713;  people's  banks,  713;  productive, 
713). 

COMPANY  AND  PARTNERSHIP 
LAW  AND  PRACTICE,  668-741:  ad- 
vertisement  of  formation,  705;  adver- 
tisement of  legal  notices  of  dissolu- 
tion, 721 ;  advertisements,  legal  re- 
quirements, 683 ;  American  corpora- 
tions (bankruptcy  of,  731;  trading 
title  of,  701);  apports,  682;  articles 
of  partnership,  675,  683;  assets,  in- 
sufficiency of,  730;  associations  (of 
capital,  673;  of  persons,  673);  bank- 
rupt (discharge  of,  730;  future  lia- 
bility of,  730) ;  bankruptcies  (Ameri- 
can corporations,  731;  appointment  of 
representative  in,  737;  arrangements 
in,  729;  concealment  of  assets  in, 
737;  declaration  of,  727;  important 
points  in  French,  727;  order  of  pay- 
ments in,  736;  power  of  attorney  for, 
738;  procedure  in,  732);  bearer  cer- 
tificate, loss  or  theft  of,  693;  bonds 
(bearer,  690;  issue  of,  687,  690;  pre- 
mium, 689;  prize,  689;  redeemable  at 
premium,  689;  redeemable  by  prize 
drawings,  689;  registered,  690);  Brit- 
ish companies,  700;  capital  (associa- 
tions of,  673;  repayment  of,  722, 
724) ;  capitalist  partner,  difference  be- 
tween lender  and,  680;  certificates 
(bearer,  690;  mixed,  692;  share,  692); 
claims,  disputed,  on  lost  certificates, 
695;     companies     (agricultural    credit, 
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COMPANY  AND  PARTNERSHIP 
LAW  AND  FRACTICE— Continued 
717;  being  formed,  701;  British,  700; 
Civil,  under  commercial  form,  716; 
•distinction  between  partnerships  and, 
673;  foreign,  717;  formed  under  old 
laws,  712;  having  variable  capital, 
714;  with  varying  capital,  712 — co- 
operative, 713;  mutual  credit,  713; 
people's  bank,  713;  productive,  713); 
-corporations  (American,  trading  title 
of,  701;  foreign,  717;  name  of,  698); 
creditors  (partners'  liability  for 
claims  of,  721;  protection  of,  696; 
proving  of  claims,  732);  debentures, 
687-90;  declaration  of  partnership, 
675;  directors  (appointment  of,  706; 
dismissal  of,  706;  payment  of,  706; 
powers  of,  707,  725;  qualifications  of, 
707;  responsibility  of,  707;  responsi- 
bility of  managing,  708;  shares  de- 
posited as  guarantee,  707;  terms  of 
office,  706) ;  dissolution  (advertise- 
ment of  legal  notices,  721;  limited 
partnerships,  722;  notice  of,  719; 
partnerships,  718;  private  stock  cor- 
porations, 723;  public  stock  corpora- 
tions, 724;  reasons  for,  722;  tempo- 
rary partnerships,  723) ;  distribution 
of  proceeds  of  realization,  720;  divi- 
dends, 691;  dividends,  overpaid,  696; 
filing,  public  stock  corporation,  re- 
quirements, 705;  formation,  public 
stock  corporations  (advertisement  of, 
705;  illegality  of,  705);  French  com- 
pany law,  necessity  of  knowledge  of, 
701;  funds,  reserve,  712;  general 
meetings  (receiver's  accounts,  724, 
726;  stockholders,  709);  incorpora- 
tion (articles  of,  705;  French  busi- 
nesses under  U.  S.  laws,  703;  in- 
spection committee,  683;  interest, 
bond,  691,  696;  legal  formalities,  dec- 
laration of  compliance,  682;  "limited 
liability"  in  title,  700;  limited  part- 
nerships, dissolution  of,  722;  liquida- 
tions (arrangements  in,  729;  causes 
of,  725;  important  points  in  French, 
727;  procedure  in,  727);  management 
.of  companies,  698;  management  of 
partnerships,  676,  680;  managers, 
partnership,  powers  of,  677;  meet- 
ings, company  (creditors,  734;  ex- 
traordinary general,  711;  formation, 
710;  incorporation,  710;  ordinary 
general,  710);  name  of  firm,  674; 
overpaid  dividends,  696;  overpaid  in- 
terest, 696;  partners'  liability  for 
creditors'  claims,  721;  partnerships 
(articles  of,  675;  at  will,  670;  dec- 
laration, 675;  dissolution  of,  718;  dis- 
tinction between  companies  and,  673; 
distribution  of  proceeds  of  realiza- 
tion, 720;  management  of,  676,  680; 
managers,  powers  of,  677;  ordinary, 
674;  partly  limited,  678;  temporary, 
715);  persons,  associations  of,  673; 
private    or    "close"    corporations    (for- 


mation of,  681 ;  general  details  apply- 
ing to,  685);  private  stock  corpora- 
tions, dissolution  of,  723;  public  cor- 
porations (description  of,  696-700; 
general  details  re,  685;  management 
of,  698;  meetings,  various,  710-11); 
public  limited  companies,  description, 
696-700;  public  stock  corporations  (ad- 
vertisement of  formation,  70S;  disso- 
lution of,  724;  filing  requirements, 
705;  formation  of,  704;  illegality  of 
formation,  705;  management  of,  706); 
quorum,  general  meeting,  stockhold- 
ers, 711;  receiver  (accounts  and  dis- 
charge of,  721,  724;  appointment  of, 
719,  722-3,  726;  duties  and  responsi- 
bilities, 720,  726;  other  regulations 
re,  722,  724;  powers  of,  719,  726); 
registered  certificates,  loss  of,  693; 
reserve  funds,  712;  scrutineers  (com- 
mittee, 708;  responsibility  of,  709); 
shares  (capital,  669,  684;  whole  of 
must  be  subscribed  at  commencement, 
681;  certificates  to  order,  691;  close 
corporation,  684;  liabilities  on,  684; 
losses,  669;  nominal  value  of,  681; 
profits,  669;  registered,  690;  transfer 
of,  eW,  698)  ;  "Societes"  (definition 
of,  699;  different  kinds  of,  668; 
d'etudes,  700)  ;  societies  (civil,  671; 
commercial,  671;  special,  671;  uni- 
versal, 671);  stockholders  (general 
meetings  of,  709;  liability  of,  687, 
697;  protection  of,  696;  rights  of, 
685);  subscriber  must  pay,  how,  681; 
syndicates,  700;  temporary  partner- 
ships (description,  715;  dissolution 
of,  723);  transfers  of  shares  and 
bonds,  690,  698;  voting  powers,  stock- 
holders,  709,  711;  why  French  firms 
register  as  English  limited  companies, 
702;  wife's  name,  trading  in,  731. 

Conversions   and    transfers,   791. 

Corporations:  American,  trading  title  of, 
701;  foreign,  717;  name  of,  698; 
shares   of,    761. 

Cover,  783. 

Creditors:  partners'  liability  to,  721; 
protection  of,  696;  proving  of  claims, 
732. 


D 


DEBENTURES:  American,  French  is- 
sues of,  794;  bearer,  690;  description 
of  issue,  687;  premium,  689;  prize, 
689;  redeemable  at  premium,  689;  re- 
deemable by  prize  drawings,  689;  reg- 
istered, 690. 

Decree  of  Feb.  27,  1907,  re  offering 
securities    for   s^^Ie,    757. 

DIRECTORS:  appointment  of,  706;  dis- 
missal,  706;  payment  of,  706;  powers 
of,  706,  725;  qualifications,  707;  re- 
sponsibility, 707;  responsibility  of 
managing,  708;  shares  deposited  as 
guarantee,    707;    terms   of   office.    706. 
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DISSOLUTION:  advertisements  of  le- 
gal notices  of,  721;  American  corpora- 
tions, 731;  appointment  of  representa- 
tive for  proceedings,  TIT;  arrange- 
ments in,  129\  concealment  of  assets, 
737;  declaration  of,  727;  important 
points  in  French,  727;  limited  part- 
nerships, 722;  notice  of,  719;  order 
of  payments  in,  736;  partnerships, 
718;  power  of  attorney!  in,  738;  pri- 
vate stock  corporations,  723;  proce- 
dure in,  732;  public  stock  corpora- 
tions, 724;  temporary  partnerships, 
723. 

Dividends:  how  declared,  762;  how 
paid,  691;  overpaid,  696;  payment  of, 
765. 

E-F 

Equivalents  of  fractions,  $1  and  £1, 
824.. 

Excess  Profits  tax,  835. 

Exchanging  investments,  817. 

Explanation  of  technical  Bourse  terms, 
761. 

Foreign   company,  definition   of,  717. 

French  company  law;  necessity  of 
knowledge  of,  701.  (See  also  "Com- 
pany Law.") 

French  Stock  Exchange  Practice:  Part 
I.,  742-760;  Part  II.,  761-779;  Part 
III.,    780-829. 

H-I-L 

Half-monthly  settlement,  Paris  Bourse, 
(see    Rules    of    Settlement,    808). 

Income  tax,  latest  changes,  834;  in- 
come tax  on   securities,  794. 

Interest:  overpaid,  696;  payment  of, 
765. 

Issues  of  American  shares  and  deben- 
tures, 794;  issues  of  French  and 
foreign  securities  in  France,  regu- 
lations,  754. 

Limited  partnerships,  dissolution  of, 
722. 

Liquidations,  important  points  in 
French,  727. 

M-N-0 

Margins  required  by  agents  de  change 
and    coulissiers,    806. 

Market,    official,    780;    unofficial,    783. 

Meetings,     general,     stockholders,     709. 

Monthly  settlement,  Paris  Bourse;  (see 
Rules  of  Settlement,  807). 

Newspaper  quotations  (stock  and  bond^, 
756. 

OFFICIAL:  brokers,  780;  list  of  Paris 
Bourse  prices,  825;  market,  780;  quo- 
tations of  foreign  government  securi- 
ties, Paris  Bourse,  758;  quotations 
of  foreign  shares  and  bonds,  rules 
of  admission;  759;  quotations  for 
French   securities,   826. 


Options,  812. 

Orders:     bonds,    788;    brokers,   800;    fil- 
ling buying,  773. 
Outside  brokers,  785. 

P-Q 

PARIS  BOURSE:  working  of  the,  780- 
829;  laws  and  rules  of,  742;  (see  un- 
der Stock  Exchange  Practice,  French). 

Partners'  liability  for  creditors'  claims, 
721. 

PARTNERSHIPS:  articles  of,  675;  at 
will,  670;  declaration  of,  675;  disso- 
lution of,  718;  distinction  between 
companies  and,  673;  distribution  of 
proceeds  on  realization,  720;  man- 
agement, 676,  680;  managers,  powers 
of,  677;  ordinary,  674;  partly  lim- 
ited,   678;    temporary,    715. 

Payment  of  dividends,   765. 

People's  banks,  713. 

Premium  bonds,   689. 

Prices,  methods  of  quoting  Bourse,  761. 

Private  or  close  corporations:  forma- 
tion  of,    681;    general   details   of,    685. 

Private  stock  corporations,  dissolution 
of,   723. 

Prize  bonds,  6S9. 

Provincial  French  bourses,  823. 

PUBLIC  CORPORATIONS:  descrip- 
tion, 696-700;  general  details  apply- 
ing to,  685;  management  of,  698; 
meetings,  various,  710-11. 

Public  limited  companies,  description, 
696. 

PUBLIC  STOCK  CORPORATIONS: 
description,  724;  dissolution,  723-4; 
filing  requirements,  705;  formation 
of,  704;  formation,  advertisement  of, 
70S;  formation,  illegality,  705;  man- 
agement, 706;  meetings,  various,  710- 
11. 

QUOTATIONS:     ex-dividend,  794;  for- 

~  eign  government  securities  on  Paris 
Bourse,  758;  foreign  shares  and  bonds, 
Paris  Bourse,  rules,  759;  French 
securities,    826;    newspaper,    756. 

Quorum,    711. 

R 

RECEIVER:  accounts  and  discharge, 
721,  724;  appointment  of,  719,  722, 
723',  726;  duties  and  responsibilities 
of,  720,  726;  other  regulations,  722, 
724;  powers  of,  719,  726. 

Registered  bonds,  690. 

Registered  certificates:  loss  or  theft 
of,  693;  conversion  to  bearer,  692_. 

Registration  of  American  corporations 
carrying  on  business  in  France, — re- 
cent changes   (1920),  835. 

Regulations  as  to  issues  of  French  and 
foreign  bonds  and  shares  in  France, 
754. 

Rentes:  description  of,  786;  transfers 
of  registered,  788. 

Reserve  funds,  712. 
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Scrutineers:       committee,    708;    respon- 
sibility of,  709. 
Security    (cover),   783. 
SECURITIES:      bearer,    advantage    of. 
789;    diiTerent    kinds    of,    761;    income 
tax  on,   794;   officially   quoted,   785. 
Share     capital — whole     must     be      sub- 
scribed, 681. 
Share:      certificates,    692;   certificates   to 
order,    691 ;    nominal    value    of    each. 
681. 
SHARES:     American,  French  issues  of, 
794;     amounts     of,     765;     calls,     765; 
capital,     669,    684;    close    corporation, 
684;   definitions   of,   761;    finance  com- 
panies,     778;      founders',      779;      how 
quoted.   769;   liabilities  on,   684;   losses 
on,    669;    negotiation    of,    763;    order, 
690;  preferred,   TTi;  profits,  669;  quo- 
tations    for     single,     111 ;     registered, 
690;   registered,  disadvantages  of,  789; 
taxes  and  stamp  duties  on,   750;   tech- 
nical   terms    used    for,    770;    transfer 
of,_  684,  698. 
Societes:      definition    of,    699;    d'etudes, 

700;  en  Norn  Collective,  674. 
Societies:  Civil  and  commercial,  671; 
different  kinds  of,  668;  special,  671; 
universal,  671. 
Speculations  on  neW  issues,  815. 
STAMP  DUTIES:  794;  on  American 
corporations  securities  circulating  in 
France,  830;  shares  and  bonds,  750; 
Stock  Exchange,  dealings,  828. 
Stamp  rates  for  stock  brokerage,  740. 
STOCK  EXCHANGE  PRACTICE, 
FRENCH:  742-833:  Agents  de 
Change,  (accounts  and  receipts,  746; 
bankruptcy,  746;  definition  of,  743; 
functions  of,  745,  780;  professional 
secrecy,  746;  prohibited  transactions, 
746) ;  American  corporations,  com- 
pounding of  stamp  duties,  752;  annui- 
ties, 779;  averaging,  814;  auditors, 
stockholders',  767;  bonds,  (certificates, 
775;  compounding  of  stamp  duties, 
752;  definitions  of,  774;  French  City, 
11';  French  Land  Bank,  777;  guar- 
anteed, 778;  Govt.,  Municipal  and 
County  Prize,  776;  interest  on,  778; 
kinds  of,  775;  lottery,  778;  offering 
for  sale,  757;  opening  for  American 
industrial,  775;  orders  for,  78S;  other, 
not  bearing  interest,  117;  preference 
mortgage,  778;  premium  on  redemp- 
tion, 775;  registered,  disadvantage  of, 
789;  registered,  larger  dividends  on, 
788;  taxes  and  stamp  duties  on,  750; 
terms  of  issue,  775) ;  brokers,  (defi- 
nition of,  742;  orders  to,  800;  out- 
side, 785);  bourses,  (definition  of, 
742;  explanations  of  technical  terms 
of,  761);  calls,  (liabilities  of  stock- 
holders for,  764;  terms  used  for, 
765);  certificates,  (bearer,  763;  con- 
version to  bearer,  763;  most  in  de- 
mand,     773) ;      commissions,      official 


stockbrokers',     (carry-over,    798;     cash 
transactions,     797;     dealings     for     the 
settlement,     798;     double     operations, 
799;    how    calculated,    797;    legal    pro- 
ceedings, 798) ;  commissions,  unofficial 
brokers',      (dealings     for     cash,      799; 
dealings    for    settlement,    799;     single 
commission,    800) ;    committees.    Stock 
Exchange,     744;     "conversions'"     and 
transfers,    791;    Coulisse,   security   for, 
783;   cover  or  margin,    (by  Agents  de 
Change,     806;     by     Coulissiers,     806); 
dealings     in     Government     securities, 
743;     debentures,     American,     French 
issues    of,    794;    details    required,    of- 
ficial      quotation,       759;       differences, 
gambling  and  wagering  defences,  746; 
directors,     board     of,     company,     766; 
dividends,    (details    of,    762;    payment 
of,     765) ;     documents     required,     offi- 
cial   quotation,    758;    equivalent,    frac- 
tional, $1   and    £1,   824;   Excess  Prof- 
its   tax,     834;     ex-dividend    securities, 
792;      e.xchanging     investments,     817; 
"Floor,"   the,   783;   foreign   companies, 
compounding   stamp    duties,    752;    for- 
eign    Govt,     securities,     stamp     duties 
on,    754;   foreign   securities,   not   freed 
from  stamp  duties,  753;  French  issues 
of    American    shares    and    debentures, 
794;     gambling     and     wagering,     746; 
Government     securities,     dealings     in, 
743;   Income  tax,   latest  changes,  834; 
interest,     payment    of,     765;     interme- 
diaries,   definition    of,    784;    issues    of 
French   and  foreign   shares  and   bonds 
in   France,   regulations,  754;   "Lobby," 
the,  783;   meetings,   company  general, 
757;     middlemen,    definition    of,    747; 
newspaper  quotations,   756;   official  list 
of    Paris    prices,     825;    official    quota- 
tions,    (foreign     Govt,     securities     on 
Paris  Bourse,   758;   foreign  shares  and 
bonds     on     Paris     Bourse,     759;     for 
French     securities,     826-8) ;     options, 
(brokerage    on    calls,    814;    call,    812; 
call   rates,   813;   orders  for,   813;   price 
of    call,    813;    quantities,    813;    orders, 
(bonds,  788;  filling  and  buying,  773); 
orders     to     stockbrokers,     800-5,     (ad- 
vice  of    dealings,    804;    at    best,    801; 
claims   on   prices,   803;   connected   pur- 
chase   and    sale,     802;    contract    note, 
805;     coupons,    804;     dealings,    advice 
of,   804;    deliveries   of   securities,   803; 
duration    of,    803;    execution    of.    802; 
limit,     800;     margin,     801;     markings, 
800;   middle   price,   801;   purchase   and 
sale    of   same    security,    802;    purchase 
and    sale,    connected.    802;    quotations, 
opening    and    closing,    801 ;    telephone, 
800:    terms,    805;    transactions    during 
settlement,    805 ;    variations    of    price, 
803);     outside    brokers,    785;    prices, 
methods    of    quoting,    761;    Provincial 
Bourses,    823-4,     (Lille,    823;    Lyons, 
823;    Marseilles,    824);    purchase    and 
sale    on    different    markets,   817;    quo- 
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STOCK  EXCHANGE  PRACTICE, 
FRENCH  -.—Continued 
tations,  (newspaper,  756;  official,  for- 
eign Govt,  securities,  Paris  Bourse, 
758;  French  securities,  826-8 — details 
required,  827;  undertakings  required, 
827;  American  shares  and  bonds,  794)  ; 
remisiers,  description  of,  784;  Rentes, 
French,  (description  of,  786;  trans- 
fers of  registered,  788) ;  securities, 
(bearer,  advantages  of,  789;  dealt  in 
for  cash  only,  786;  dealt  in  for  the 
settlement,  786;  different  kinds  of, 
761;  ex-dividend,  792;  foreign  Govt., 
stamp  duty  on,  754;  foreign,  not  freed 
from  stamp  duty,  753;  Government, 
745;  not  negotiable,  bad  deliveries, 
793;  officially  quoted,  785;  private, 
745;  redeemable  by  annual  drawings, 
792;  with  subscription  rights,  793); 
settlement,  rules  for  half-monthly, 
809-11,  (arranging  for  carry-over, 
811;  contango,  809;  duration  of  op- 
tions and  call,  809;  quantities  nego- 
tiable, 809;  right  to  call  before  settle- 
ment, 811;  settlement  and  carrying 
forward,  810);  settlement,  rules  for 
monthly.  807-8,  (carry-over,  general, 
807;  delivery  of  securities,  808;  op- 
tion declarations,  807;  payments  to 
clients,  80-8;  receiving  accounts,  808; 
ticket-days,  807):  shares,  (American, 
French  issues  of,  794;  amounts  of, 
765;  compounding  of  stamp  duties, 
752;  definition  of  corporation,  761; 
finance  companies',  778;  founders', 
779;  how  quoted,  769;  negotiations  of, 
763;  offering  for  sale,  757;  pre- 
ferred, 772;  quotations  for  single, 
773;  registered — disadvantages  of, 
789;  larger  dividends  on.  788;  taxes 
and  stamp  duties  on,  750;  technical 
terms  used  for,  770)  ;  speculations  on 
new  issues,  815-6,  (brokerage,  815; 
call  options,  816;  carry-forward,  815; 
duty  on  dealings,  815;  firm  orders, 
816;  stamps,  815);  stamp  duties  on 
American  securities  in  France,  830-3, 
(compounding  of  French  stamp  duty, 
830-1;  formalities  of  compounding, 
832;  French  issues,  833);  stamp 
duties.  Income  and  other  taxes,  794- 
6,  (dividends,  declaration,  795;  in- 
terest,  declaration,   795;    Rentes,   794; 


stamp  duties,  foreign  securitieSj  796; 
taxes:  bearer  securities,  795;  prize 
bonds,  795;  registered  securities,  795; 
Stock  Exchange  dealings,  796;  trans- 
fer, 795);  stamp  duty  on  Stock  Ex- 
change dealings,  requirements,  828; 
stockbrokers,  charges  on  Paris 
Bourse,  747;  legal  position  of,  742; 
Stock  Exchanges,  French,  (Lille,  823; 
Lyons,  823;  Marseilles,  824;  Paris, 
742-S33);  Stock  Exchange  terms,  817; 
stockholders:  auditors  for,  767;  li- 
ability for  calls,  764;  subscription  on 
"Results"  of  an  issue,  816,  (broker- 
age, 816;  stamps  and  duties,  816), 
tax,  transfer,  789;  taxes  and  duties 
on  shares  and  bonds,  750;  terms, 
market,  780;  transfers,  (consent  to, 
762;  formalities  and  costs  of,  791; 
registered  Rentes,  788;  registered 
shares  and  bonds,  790;  tax,  789); 
working  of  the  Paris  Bourse,  780-823. 

Stock    Exchange    terms,    French,    817. 

Stock  brokers'  charges  on  Paris  Bourse, 
747. 

STOCKHOLDERS:  general  meeting 
of.  709;  liabilities  for  calls,  764;  lia- 
bility of,  687,  697;  protection  of, 
696;    rights    of,   685. 

Subscriber  must  pay,  681. 

Subscription  on  "results"  of  an  issue, 
816. 

Syndicats,    700. 


Tax,    Excess    Profits,    835. 

Taxes   and    stamp   duties    on    shares   and 

bonds,  750. 
Taxes,    transfer,    789;    various,    794. 
Temporary  partnerships:    description  of, 

715;    dissolution    of,    723. 
Terms     applied     to     the     Stock     Market, 

780. 
TRANSFERS:     bonds,  690;   formalities 

and  costs,  791;  registered  Rentes,  788; 

registered     shares     and     bonds,     790; 

rights  of,   762;   shares,   698;  tax,  789. 

U-Z 

Unofficial:    brokers,    783;     market,    783. 
Voting,    stockholders,    709-711. 
Wife's  name,  trading  in,  731. 
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Belgian   Section 


American     and     foreign    firms    in    Bel- 
gium,   legal    position    of,    862. 
Annuities,    description     of,    871. 
Applications,    Bourse,    873. 

Bonds — 854;  prize,  870;  lottery,  870. 

Brokerage    rates,    870. 

Brokers,    870. 

Brokers'   bought   and   sold   notes,   876-7. 

Brokers'   commission  rates,  868. 

Bourse  tax,  869. 

BRUSSELS  STOCK  EXCHANGE: 
866-881:  annuities,  871;  applications, 
873-;  bonds, — prize  and  lottery,  870; 
Bourse  tax,  869;  brokerage,  870; 
brokers,  870;  brokers'  bought  and 
sold  notes,  876-7;  buying  methods, 
869;  commission,  brokers',  868;  calls, 
879;  capital,  increase  of,  880;  cash 
transactions,  866-9,  (certificates, 
867;  commissions,  868;  deliveries, 
867;  movements  in  price,  867;  orders, 
866;  prices,  quoting,  868;  quantities 
negotiable,  868;  securities,  delivery 
of,  867;  tax.  Bourse,  869);  certifi- 
cates, 867;  certificates,  lost  share, 
879;  companies,  (co-operative  bank, 
843;  co-operative,  used  as  credit 
banks,  844;  fto-operative,  with  lim- 
ited liability,  841;  different  kinds  of, 
838-844;  dissolution  of,  857;  limited, 
(stock  corporations),  844;  partner- 
ships, limited,  840;  partnerships,  or- 
dinary, 839;  unlimited,  841);  cover, 
875;  cover-snatching,  873;  dealings, 
classes  of,  866;  deliveries,  867,  871; 
delivery  before  settlement  date,  870; 
doubles,  870;  funds,  Belgian  Govt., 
871;  futures,  869-71:—  (bonds,  870- 
brokerage,  870;  brokers,  870;  buy- 
ing, methods  of,  869;  deliveries,  871; 
delivery  before  settlement  dates,  870; 
doubles,  870;  market,  unofficial,  870; 
quotations,  official  market,  871j  selN 
ing,  methods  of,  869;  settlement, 
869);  loans  redeemed,  871;  margin, 
875;  market,  unofficial,  870;  members, 
admission  of,  876;  movements,  price, 
867;  "nursing"  company,  881;  official 
quotations,  conditions,  874;  orders, 
giving,  866;  prices,  method  of 
quoting,  868;  quantities  nego- 
tiable, 868;  quotations  —  false, 
873,  official  list  of  market,  871,  ol 
foreign  securities,  872;  securities,  de- 
liveries of,  867;  securities  quoted, 
871-3: — (annuities,  871;  applications, 
873;  Belgian  funds,  871:  cover- 
snatching,  873;  foreign.  872;  kinds  of, 
873;  loans  redeemed,  871;  quotations, 
false,  873;  shares,  dividends  on.  872;" 
fractional  securities,  873;  new  issues, 
872;  of  no  par  value.  873;  originaT 
securities,  preferred,  872;  registered, 
873;  stamped,  872;  to  order.  873); 
selling,    methods    of,    869;    settlement, 


869;  shares — (lost  certificates,  879; 
particulars  of,  878;  transfer  of,  879); 
speculative  transactions,  gambling 
clause,  875;  stockbrokers,  responsibili- 
ties of,  875;  Bourse  tax,  869;  trans- 
actions, cash,  (see  Cash  Transac- 
tions), 866;  transfers  of  shares,  879. 
Buying,    methods    of   on    Bourse,    869. 

Calls,    879. 

Capital,  increase  of,  880. 

C;ij)ita!,  repayment  of  shares,  860. 

Cash  transactions  (see  under  Brussels 
Stock  Exchange,  866-9). 

Certificates;   lost  share,   879;   share,  867. 

Commission,    brokers'    rates    of,    868. 

COMPANIES,  'BELGIAN,  877-81;" 
calls.  879;  capital,  increase  of,  880; 
certificates,  lost  share,  879;  formation 
of,  877;  "nursing,"'  881;  shares,  de- 
scription  of,  878;   transfer  of,  879. 

COMPANIES,  DIFFERENT  KINDS 
OF,  838-44;  co-operative  banks,  843; 
co-operative,  used  as  credit  banks,' 
844;  co-operative  with  limited  lia- 
bility, 841;  dissolution  of,  857;  lim- 
ited (stock  corporations),  844;  part- 
nerships, limited,  840;  partnerships, 
ordinary,  839;  unlimited  companies, 
841. 

COMPANY  AND  PARTNERSHIP 
LAW  and  Practice,  837-865;  (see 
Belgian  Companies,  Different  Kinds 
of  Companies,  Dissolution  of  Com- 
panies, &c..  Stock  Corporations  Gen- 
eral Regulations,  and  Taxes  on  Stock 
Corporations    in    this    Index.) 

Cover,   875. 

Cover-snatching,    873. 

Dealings,  classes  of  Stock  Exchange, 
866. 

Deliveries    of    securities,    871. 

Delivery    before    settlement    dates,    870. 

DISSOLUTION  of  Companies  and 
Partnerships,  856-60:  claims,  pay- 
ment of,  859;  co-operative  society, 
858;  general  principles,  856;  liquida- 
tors, appointment  of.  858;  liquidators, 
powers  of,  859;  method  of.  858;  part- 
nerships, limited  and  ordinary,  857; 
payment  of  claims,  859;  preferential 
deists,  860;  public  corporations,  857; 
reasons  for,  856;  repayment  of  share 
capital,    860. 

Doubles,   870. 

Foreign  securities,  quotations  of,  872. 

Funds,    Belgian    Government,    871. 

FUTURES,  869-71:  bonds.  870:  brok- 
erage, 870;  brokers.  870;  buying, 
methods  of,  869;  deliveries,  871;  de- 
livery before  settlement  dates,  870; 
doubles,  870;  market,  unofficial,  870; 
quotations,  official  list  of  market,  871; 
selling,  methods  of,  869;  settlement, 
869. 
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Legal  position  of  American  and  foreign 

firms  in  Belgium,  862. 
Liquidators,  S5S-9. 
Loans  redeemed,  871. 

Margin,    875. 

Market,   unoflficial,   870. 

Members,  admission  of  Stock  Exchange, 

876. 
Movements    in    Stock    Exchange    prices, 

867. 

"Nursing"    company,    881. 

Orders,  giving.  Stock  Exchange,  866. 
Official      quotations,      Brussels      Bourse, 
conditions  of,  874. 

Partnership  law  and  practice,  837-65. 

PARTNERSHIPS,  different  kinds  of, 
839;  dissolution  of,  857;  legal  posi- 
tion of,  862;  limited,  840;  ordinary, 
839;    taxes    on,    860. 

Prices,  method  of  quoting  Stock  Ex- 
change, 868. 

Quantities    negotiable    on    Bourse,    868. 
Quotations:     false,   873;    foreign   securi- 
ties, 872;  official  list  of  Bourse,  871. 

SECURITIES  QUOTED,  871-3:  annui- 
ties, 871;  applications,  873;  Belgian 
Govt,  funds,  871;  cover-snatching, 
873;  deliveries  of,  867;  foreign,  872 
loans  redeemed,  871;  quotations,  false 
873;  shares — (dividends  on,  872 
fractional,  873;  new  issues  of,  872 
of    no    par   value,    873 ;    original,    872 


preferred,  872;  registered,  873; 
stamped,  872;  to  order,  873). 

Selling   on   Bourse,   methods   of,  869. 

Settlement  (Bourse),  869. 

SHARES:  certificates,  867;  dividends 
on,  872;  fractional,  873;  kinds  of, 
873;  new  issues  of,  872;  no  par  value, 
873;  original,  872;  particulars  of,  878; 
preferred,  872;  registered,  873; 
stamped,  872;  to  order,  873;  transfer 
of,   879. 

Share  capital,  repayment  of,  860. 

Speculative  transactions;  gambling 
clause,  875. 

Stockbrokers,    responsibilities   of,    875. 

STOCK  CORPORATIONS  (general 
regulations  of,  850) :  articles,  publi- 
cation of,  851;  accounts,  annual,  851; 
auditors,  852;  bonds,  854;  conditions 
of  bond  issues,  855;  directors,  re- 
sponsibility of,  852;  general  meeting 
(notices  of,  853;  powers  of,  854); 
investigations  by  order  of  Court,  851; 
issue,  conditions  and  rights  of,  855' 
redemption  of  bonds  on  dissolution, 
855;  reserves,  854;  right  to  issue 
bonds,  855;  security  of  bonds  of,  856; 
shares — (stamp  duties  on,  850;  trans- 
fer of,  850)  ;  stockholders  register, 
850;  transfer  of  shares,  850;  votes  of 
stockholders,   854. 

Stock  Exchange  practice,  Brussels,  866- 
81. 

Taxes  on   companies,   860. 
Transactions,    cash    (see    Cash    Transac- 
tions,  866-9). 
Transfers  of  shares,  879. 
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German  Section 


(Sec  also  separate  index  in  German) 


Auditors,   shareholders',  893. 

Balance  sheets,  887. 

BERLIN  STOCK  EXCHANGE:  de- 
scription of,  897-906;  brokers,  897-8; 
dealings,  901;  jobbing,  899;  laws  and 
control  of,  897;  markets,  (official  and 
unofficial,  901;  brokerage,  903;  car- 
rying-over, 906;  cash,  901;  fees,  se- 
curities officially  quoted,  906;  options, 
904;  quantities  minimum,  906;  quo- 
tations, 902;  settlements,  902-3); 
members,  list  of,  901;  settlement  bar- 
gains, 900. 

Bonds,  888;  bonds,  ofHcial  quota- 
tion of,  891. 

Brokerage,    903. 

Brokers,   897-8. 

Capital:  increase  of,  894;  reduction 
of,  894. 

Carrying-over,   906. 

Colonies:  company  laws  of  German, 
890. 

Committee  of  Inspection   (audit),  893. 

COMPANY  AND  PARTNERSHIP 
LAW  and  practice,  882-96:  Acts 
chief  company,  882;  balance  sheets 
S87;  bonds,  888,  891;  capital,  increase 
and  reduction  of,  894;  colonies,  com 
pany  laws  of,  890;  committee  of  in 
spection  (auditors),  893;  corporations 
public  stock,  acts,  884;  directors 
appointment  and  dismissal  of,  892 
dividends  reserves  for,  895;  liquida 
tion,  voluntary,  894;  meetings,  gen 
eral,  887;  official  quotation  of  bonds 
891;  partnerships  (limited,  883,  partly 
limited,  882) ;  protectorates,  German 
890;  shares,  (official  quotation  of; 
891;  transfers  of,  895). 

Corporations,  public  stock,  acts  for, 
8S4. 

Dealings,     Stock    Exchange,    901. 
Directors,     appointment     and     dismissal 

of,  892. 
Dividends,    reserve    for,   895. 
Dusseldorf  Stock  Exchange,  908. 


Essen  Stock  Exchange,  908. 
Exchange    terms,    German    and    English 
equivalents,  908. 

Fees,    Stock   Exchange,   906. 
Frankfort    Stock    Exchange,    907. 

Hamburg    Stock    Exchange,    908. 

Jobbing,  Stock  Exchange,  899. 

Liquidation,  voluntary,  894. 

Markets,  Stock  Exchange:  cash,  901;  of- 
ficial, 901;  settlement;  902;  unoffi- 
cial, 901. 

Meetings,    company   general,   887. 

Members,   list  of   Stock   Exchange,  901. 

Options:  call,  90S;  call  of  more,  905;' 
description  of,  904;  double,  90S;  firm 
and  open,  90S;  open,  905;  put,  905,- 
put  of  more,  905. 

Partnership  law  and  practice  (see  Com- 
pany and  Partnership  Law  and  Prac- 
tice,  882). 

Partnerships:  limited,  883;  partly- 
limited,    882. 

Protectorates,    German,    890. 

Quantities,  minimum  Stock  Exchange, 
906. 

Quotation,  official,  of  securities  in  Ger- 
many,    891. 

Quotations,   official   lists   of,   902. 

Settlement  bargains.  Stock  Exchange, 
900. 

Settlements,  description  of  Stock  Ex- 
change,   903. 

Shares:  official  quotation  of,  891; 
transfers   of,    895. 

Stock  Exchange  practice,  description  of 
German,  897-907. 

Stock  Exchange  terms  and  English 
equivalents,    908, 

Transfers  of  shares,  895. 
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Swiss  Section 


Access  to  the  Bale  Bourse,  916. 
Afternoon   Exchange,   Bale,    918. 
Applications     allowed,     ZiJrich,     Bourse, 

BALE  STOCK  EXCHANGE,  916-924: 
access  to  Bourse,  916;  afternoon  Ex- 
change, 918;  bonds,  918-9;  bonds 
Govt.,  924;  brokerage,  923;  brokers 
acting  as  jobbers,  919;  contract  note 
stamps,  922;  dealings,  (cash,  922;  op- 
tions, 923;  settlement,  920,  923);  de- 
liveries of  securities,  921;  hours  of 
Exchange,  917;  jobbers,  brokers  as, 
919;  morning  Exchange,  917;  official 
price  list,  919;  options,  921;  order  of 
business,  917;  quotations,  (admission 
to  official,  918;  market,  918);  securi- 
ties, (deliveries  of,  921;  not  negotiable, 
922);  settlement,  (days  of,  921;  deal- 
ings, 920;  restrictions  on,  920); 
shares,  919;  stamps,  on  contract  notes, 
922. 

Bills  of  Exchange,  915. 

Bonds,    918-9,    924. 

Bourse    stamp,    (Geneva),    926. 

Brokerage:  Bale,  923;  Geneva,  926; 
Ziirich,  930. 

Brokers   (Balej  acting  as  jobbers,  919. 

Business  corporation  laws,  Swiss,  911- 
915. 

Buying  in  and  selling  out  securities, 
(Ziirich),    930. 

Companies:     foreign,   928;    Swiss,   928. 
Contract    notes,    stamps    on;    Bale,    922; 

Ziirich,    931. 
Corporation  laws,  business,  911. 
Corporations :      American     and     foreign, 

914;   domestic,   913;   stamp  taxes,  915. 

Dealings,     Bourse;     cash,     (Bale),  922; 

marking,    Ziirich,    928;    options.  Bale, 

923;      settlement      (Bale,      920,  923; 

Geneva,  926;   Ziirich,   929). 

Deliveries     of     securities:       Bale,  921; 

Geneva,    926. 

GENEVA  STOCK  EXCHANGE,  923- 
926:  Bonds,  Govt.,  924;  Bourse 
stamp,  926;  brokerage,  926;  dealings, 
settlements,  924,  ')2()\  deliveries  of 
securities,  926;  hours,  923;  member- 
ship, 923;  quotations,  share,  924;  quo- 


tations, official  security,  925;  securi- 
ties, (deliveries,  926,  Govt.,  924;  offi- 
cial quotation  of,  925);  settlements, 
924-6;  shares,  923-4;  stamp.  Bourse, 
926. 

Hours,  Bourse:  Bale,  917;  Geneva,  923; 
Ziirich,   928. 

Jobbers,  brokers  acting  as,    (Bale),  919. 

Marking,   dealings    for,    (Ziirichj,   928. 
Membership,  Geneva  Bourse,  923. 
Morning   Exchange,    Bale,   917. 

Official   price   list,    (Bale),   919. 
Options,    (Bale):    921;    dealings   for   the 

settlement,  923. 
Order    of    Business,    (Bale),    917. 

Partnerships,  limited,   912. 

Ouotations,  (Bale);  market,  918;  official, 
918. 

Rises   and   falls,    (Ziirich),   929. 
Registration   of   firms,   912. 

Securities,     (Balej:    deliveries    of,    921 

not   negotiable,   922. 
Securities,   (Geneva) :  deliveries  of,   926 

Govt.,   924;    official   quotation,    925. 
Securities,    (Ziirich),  not  negotiable,  930, 
Settlement,    (Bale):    days   of,   921;    deal 

ings,    920;    restrictions,    920. 
Settlement,    (Geneva)  :   dealings,  924-6. 
Settlement,    (Ziirich) :   dealings,  929. 
Shares:   Bale,   919;   Geneva,  923-4. 
Stamp,  Bourse,  Geneva,  926. 
Stamps    on    contract    notes:    Bale,    922; 

Ziirich,  931. 
Stamp    taxes   on    corporations,    915. 
Stock  Exchange  practice,  Swiss,  916-931 

Uniform  company  laws  in  force,   911. 

ZURICH  STOCK  EXCHANGE,  927- 
931:  applications  allowed,  929;  brok- 
erage, 930;  buying  in  and  selling  out, 
930;  companies,  foreign  and  Swiss, 
928;  dealings  for  marking,  928;  hours 
of,  928;  quotations,  official,  928;  rises 
and  falls,  929;  securities,  not  negoti- 
able, 930;  settlement  dealings,  929; 
stamps  on   contracts,   931. 
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Miscellaneous  Section 


Abyssinia:  commercial  languages 
used;  trading  rights  of  American 
and  foreign  companies;  no  registra- 
tion   required,    932. 

Argentina,  932-5:  American  and  for- 
eign companies,  933;  bankruptcy 
laws,  934;  Buenos  Aires  Stock  Ex- 
change, 935;  incorporation  under  Ar- 
gentine  laws,   932. 

Austria,  936-8:  Bills  of  exchange,  938; 
corporation  laws,  936;  special  prop- 
erty tax,  938;  terms,  business,  used 
in,  938;  Vienna  Stock  Exchange,  938. 

Brazil,  939-43:  agencies,  939;  corpora- 
tion laws,  940;  currency,  939;  foreign 
corporations,  941;  foreign  partner- 
ships, 939;  registration,  cost  of,  942; 
Rio  de  Janeiro,  Stock  Exchange,  943; 
taxes,  annual,  payable  by  foreign 
corporations    &c.,   942. 

Bulgaria,  943-=4:  corporation  laws,  943; 
foreign    corporations,    944. 

Chile,  944-5:  foreign  corporations,  944; 
Santiago  Stock  Exchange,  945;  Val- 
paraiso   Stock    Exchange,    944. 

China,  945:  corporation  laws;  domes- 
tic   and    foreign    companies,    945. 

Colombia,  946:  commercial  language 
used;  corporation  laws;  currency; 
registration  of  foreign  firms  &c., 
terms    of    business    used,    946. 

Congo  Free  State,  946:  agen»ies;  com- 
mercial language  used;  corporation 
laws;  real  estate  held  by  foreign 
firms,  restriction;  registration  of 
foreign    firms,    946. 

Costa  Rica,  947=9:  corporation  laws, 
947;  foreign  corporations,  948;  taxes, 
949. 

Cuba,  949:  American  and  foreign 
firms;    corporation   laws,  949. 

Czecho-Slovakia,  949-51:  Belgrade 
Stock  Exchange,  951;  bills  of  ex- 
change, 951;  corporation  laws,  949; 
foreign  corporations,  950;  registra- 
tion of  foreign  firm,  950;  returns,  an- 
nual, 950;   taxes  on  corporations,  950. 

Denmark,  951-2:  commercial  languages; 
corporation  laws;  foreign  corpora- 
tions;   registration    details,    951-2. 

Egypt,  952-3:  Alexandria  Stock  Ex- 
change, 953;  Cairo  Stock  Exchange, 
953;  commercial  language,  952;  cor- 
poration laws,  952;  foreign  corpora- 
tions, 953;  government  and  manage- 
ment,  952. 


Finland,  953-6:  bills  of  exchange,  956; 
corporation  laws,  953;  foreign  cor- 
porations &c.,  955;  registration  cost 
of,  955;  Stock  Exchange:  Helsingfors 
and  Abo,  956;  taxes,  955;  taxes  on 
securities,  955. 

Germany    (Foreign    Corporations    in), 

956-7:.  advertisement  of  opening 
agencies  and  branches;  corporation 
laws  governing;  currency;  partner- 
ship, registration;  powers  of  attor- 
ney; registration  of  foreign  firms 
and  branches;  special  laws  for  for- 
eign companies;  special  state  regu- 
lations; terms,  business,  used; 
treaties,    special. 

Greece,  958:  Athens  Stock  Exchange; 
corporation  and  partnership  laws; 
foreign    corporations,   958. 

Guatemala,  958-60:  bills  of  exchange, 
960;  corporation  laws,  959;  foreign 
corporations,  959;  partnerships,  958; 
taxes,   959. 

Holland    (see    Netherlands),    974=7. 

Honduras,  960=1:  corporation  l^-ws, 
960;  foreign  corporations,  961;  taxes, 
961. 

Hungary,  962:  accounts,  annual;  cor- 
poration laws;  currency;  powers  of 
attorney;     registration. 

Italy,  962=4:  corporation  laws,  962; 
currency,  962;  Stock  Exchanges, 
Genoa,  Milan,  Rome,  Turin,  964; 
terms,     business,    used,     963. 

Japan,  964:  commercial  languages; 
currency;  foreign  companies;  part- 
nerships, registration;  terms,  busi- 
ness,  used;    Tokyo   Stock   Exchange. 

Luxembourg,  965=6:  American  and 
foreign  companies;  commercial  lan- 
guages; corporation  laws;  partner- 
ships;   trading   rights. 

Mexico,  966-73:  articles  of  incorpora- 
tion, 968;  Bonds,  970;  corporations, 
domestic,  967;  costs  of  incorporation, 
domestic,  970;  fees  payable  by  for- 
eign corporations,  973;  foreign  cor- 
porations, (trading  rights,  971; 
method  of  registration,  971);  Mexico 
City  Stock  Exchange,  973;  money 
used,  966;  partnerships  and  firms. 
Commercial    Code    re,    967. 

Monaco,  973-4:  commercial  language; 
corporation  laws;  currency;  foreign 
companies,   973-4. 

Montenegro,  974:  commercial  lan- 
guage; corporation  laws;  currency; 
foreign   companies,   974. 
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Netherlands  (Holland),  974=7:  Amster- 
dam Stock  Exchange,  911;  bills  of 
exchange,  911;  corporation  and  part- 
nership laws,  974;  corporation  fees 
and  stamp  duties,  975;  currency,  974; 
domestic  corporations,  975;  foreign 
corporations;  taxes  and  returns,  976; 
taxes   on  stocks  and  bonds,  976. 

New  Zealand,  (Stock  Exchanges)  977-8: 

Auckland,  Canterbury  and  Welling- 
ton, 977;  commission  rates  and  stamp 
duties,  978;  practical  working  of  Ex- 
changes,  977-8. 

Norway,  978-9:  commercial  language, 
978;  corporation  laws,  978;  currency, 
978;    foreign    corporations,    979. 

Paraguay,  979-81:  Asuncion  Stock  Ex- 
change, 981;  commercial  languages, 
979;  corporation  laws,  979;  currency, 
919;  foreign  corporations,  980;  stamp 
taxes  on  notes,  stocks  and  bonds. 
981. 

Peru,  981-9:  agents,  981;  articles  of 
incorporation,  982;  corporation  laws, 
982;  currency,  981;  difference  between 
U.  S.  and  Peruvian  corporation  laws, 
982;  foreign  corporations,  985;  incor- 
poration fees,  domestic,  984;  Lima 
Stock  Exchange,  987;  registration 
fees,  986;  registration  fees,  domestic 
and  foreign  corporations,  985;  sell- 
ing through  agents,  981;  taxes,  mis- 
cellaneous, 985,  988;  winding-up  Peru- 
vian  corporations,   985. 

Poland,  989:  commercial  languages; 
corporation    laws;    currency. 

Portugal,  990-1:  corporation  laws,  990; 
currency,  990;  foreign  corporations, 
990;  Stock  Exchanges,  (Lisbon  and 
Oporto),   991. 

Rumania,  991=2:  commercial  languages, 
991;  corporation  laws,  991;  currency, 
991;  foreign  corporations,  992;  powers 
of  attorney,  992;  registration  of  for- 
eign companies  &c.,  992. 

Russia,  994-7:  Commercial  Code,  996; 
commercial  languages,  994;  corpora- 
tion laws,  994;  currency,  994;  foreign 
corporations,  995;  oil  companies,  996; 
Petrograd    Stock     Exchange,    997. 

St.  Marin,  997:  foreign  corporations, 
no     special     laws;     registration     re- 


quirements of  foreign  companies; 
special  authority  required  to  trade, 
997. 

Salvador,  998:  commercial  languages; 
corporation  laws;  currency;  stamp 
duties,    998. 

Serbia,  998=9:  commercial  language, 
998;  corporation  laws,  999;  currency, 
9^9;    foreign    corporations,    W). 

Siam,  1000:  commercial  languages; 
corporation  and  partnership  laws; 
currency;  parcel  post  arrangement 
with  U.  S. ;  registration  not  com- 
pulsory;   taxation    &c.,    1000. 

Spain,  1000-6:  advantages  and  disad- 
vantages of  trading  as  Spanish  com- 
pany, 1005;  agencies,  1003;  Barcelona 
Stock  Exchange,  1005;  Bilboa  Stock 
Exchange,  1005;  corporation  laws, 
1000;  disadvantages  of  foreign  cor- 
porations, 1003;  disadvantages  of  an 
agency,  1004;  foreign  corporations, 
1001;  limited  partnership,  1004;  Ma- 
drid Stock  Exchange,  1005;  registra- 
tion of  American  or  foreign  corpora- 
tions, 1002;  separate  Spanish  corpo- 
ration for  Spanish  trade,  1004;  stock 
corporations,  1004;  taxes,  (annual, 
1002,  1005;  agency,  1003;  incorporation, 
1005;    salaries,    1005). 

Straits  Settlements,  1006:  American 
companies,  full  trading  rights  of; 
commercial  laws;  corporation  laws; 
currency;    registration;     taxes,     1006. 

Sweden,  1007=8:  commercial  languages; 
corporation  laws;  currency;  foreign 
corporations;   1007-8. 

Turkey,  1008=10:  commercial  languages, 
1008;  Constantinople  Stock  Exchange, 
1009-10;  corporation  laws,  1008;  for- 
eign  corporations,    1009. 

Uruguay,  1010=12:  commercial  lan- 
guage, 1010;  corporation  laws,  1011; 
currency,  1010;  foreign  corporations, 
1011;  Montevideo  Stock  Exchange, 
1012. 

Venezuela,  1012-15:  commercial  lan- 
guages, 1012;  corporation  laws,  1013; 
costs  of  registration,  1014;  currency, 
1012;  details  of  registration,  foreign 
corporation,  1013;  registration  of 
foreign    firms,    1013. 


INDEX  IN  FRENCH 


A  List  of  All  French  Words  and  Terms  Used  in  the  French 
and  Belgian  Sections  of  This  Book 
(^Full  Translations  of  These  Terms  are  Given  on  the  Pages  Named).  _j 


Abandonner   une   prime,    812. 
abonnement   (see  "taxe  d'abonnement"). 
abonnement    au    timbre,    750,    752,    753, 

831. 
achats   en    liquidation,    809. 
acheter,   771. 
acheter  comptant,    774. 
acheteur,  770,    810. 
acheteur   ferme,   812. 
acompte,   817. 
a   cours   fixe,   800. 
acte   authentique,    675. 
Acte   de   Constitution,   761. 
acte  de   Societe,   668,   702,   705. 
acte  notarie,  677. 
acte  sous  seing  prive,   676. 
actif,    insuffisance   de,   730. 
actionnaires,    761. 
actions  a  la    souche,    770. 
actions  a  ordre,    691. 
actions  amorties,    770,    172. 
actions  anciennes,  872. 
actions  au  porteur,    761,    763. 
actions  coupures,    771. 
actions  d'apport,  770,  879. 
actions  de  capital,  774,  872. 
actions  de  jouissance    (de    dividende), 

685,   686,   688,   770,   771,   772,   793. 
actions  de  quotite,   873. 
actions  differees,    770. 
actions  de   preference,   770. 
actions  de  prime,    872. 
actions  de  priorite,    770. 
actions  estampillees,    872. 
actions  liberees   de    quart,    765. 
actions  multiples,    771. 
actions  nominatives,    761,   873. 
actions  non    liberees,    770. 
actions  nouvelles,    872. 
actions  ordinaires,   770,  772. 
actions  a  ordre,    873. 
actions  pleines,    872. 
actions  privilegiees,    770. 
actions  privilegiees     participantes,     770. 
actions  timbre,    750. 
actions  unitaires,    771. 
actions  entierement    liberees,    765,    770. 
administrateur,  677,    706,    708,   761,   766. 
administrateur  delegue,    708,    766. 
administrateur  technique,    708. 
admission  a  la  cote   (see   also   "Cote   Of- 

ficielle"),  758,  826,  874,  881. 


admission  a  la  faillite,    733. 

Agents  de  Change,   740,    742,    780,    etc. 

Agents  de  Change,  courtages,    797,    806. 

Agents   responsables,   752. 

agio,  817. 

agiotage,  817. 

amortissement,  772,  817. 

anciens    etablissements,    699. 

ancienne    maison,    675. 

annuites,    779,    871. 

appels,    765. 

appels   de   fonds,   765. 

applications,  817,    873. 

apports,  668,    682. 

appreciation,    818. 

apres-Bourse,    781,    783. 

arbitrages  de  portefeuille,  817. 

arbitrages    a    terme,    817. 

arbitrages    de    place   a   place,    817. 

a    revocation,   803. 

arrerages,  818. 

asemblees  constitutives,    710. 

asemblees  extraordinaires,     711. 

asemblees  generales,   706,    710. 

associations  en  participation,    715,    72i. 

associes,    668. 

associes  gerants,    676. 

a  la  cloture,    801. 

au   comptant,    787,    797. 

au  cours  environ,   801. 

au  cours  moyen,   801. 

au  debut,   801. 

au  mieux,    800,   801,    869. 

au  terme,    799,    876. 

au  porteur,  690,  787. 

aux  premier  et  dernier  cours,  801. 

avances  sur  titres,  810. 

authentique,  acte,  675. 

aval,  818. 

avant   Bourse,   781,    783. 

avis  d'operes,  804. 

B 

"B"    (Bonification),    811,    818. 

back,    810. 

bailleurs    de    fonds,    678,    762. 

baisse,   810. 

banques    populaires,    713. 

banquier,  818. 

banquiers-remisiers,    784. 

beneficier  du  coupon,  810. 

bilan    detaille,    711. 

bonification,    811,    818. 
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bonne    valeur,    811. 

bon  pour  pouvoir,    737. 

bons,  778. 

bons  a  lots,  778. 

bons  d'arrerages,  872. 

bons  Panama,    777. 

bordereau,  738,    746,    805,   814,    818. 

bordereau  d'achat,   876. 

bordereau  de  vente,    877. 

Bourse,    742. 

bulletin  annexe  au  journal  officiel,  757. 

bulletin  de   la  cote,  825. 

bulletin  officiel,    694. 

bureau   de   I'enregistrement,    831. 


Caisse   de   depots   et   consignations,   694, 

733. 
capital  actions,  774. 
capital  nominal,   761. 
capital  obligations,    774. 
capital  souscrit,    765. 
capital  verse,   765. 
caution,  694. 

C/C  (Cours  de  compensation),  818. 
censeurs,   767. 

centimes    additionnelles,    861. 
certificats,    787,    818. 
Certificats  de  Rente   (see  Rentes) 
certifie    sincere,    738. 
cessation  de  paiements,   728,   730. 
cessionnaire,  770. 
cessionnaire  intermediaire,    770. 
chambre   de   compensation,   818. 
chambre  syndicale    des    Agents    de 

Change,    744,    781,    797,    818. 
charge,    818. 
chargee,    place,    810. 
cherte    des   reports,    810. 
choix   du   liquidateur,    719. 
Cie.,   675,    679. 
classe,   818. 
cloture,   801. 

comite  de  direction,  708,  766. 
commanditaire,   678,   679,   762. 
commandites,    678,    762. 
commandite,  Societe  en  (see  "Societe") 
commergant,   679,   727. 
commis,    781. 

commissaires  des  comptes,  767. 
commissaires  de  surveillance,  706. 
commission    de   banque,    797. 
compagnie,   675. 
compensation,  818. 
compensation  chambre  de,  818. 
compensation  cours  de,  818. 
compensation  donner,  818. 
compenser,   818. 
comptables,    767. 
comptant,  751,  787,  797,  819. 
compte    et   quitus,    721. 
comptes  d'emission,  814. 
comptes  de  liquidation,     819. 
comptes  generaux,    711. 
Concordat,   729,   734. 
conseil    d'administration,    708,     766. 
conseil  de  surveillance,    696. 
contrat  de  societe,    668. 
contrat  direct,  819. 
contre-partie,   819. 


controleurs,   682. 

conversion  au  porteur,  763,  791. 

corbeille,    743,    869. 

cotation,   819. 

Cote,   785,   800,  825. 

cote  a  titre  exceptionelle,  826. 

cote  du  syndicat  des  valeurs  en  banque, 

783,  803. 
cote  en  banque,   783. 
coteur,    782. 
Cote  Officielle,   758,  759.  782,  785,  800, 

803,  825,  870,  874,  881. 
cote,  opposition  a  la,  821. 
coulisse,  783,  800,  869. 
coulissiers,    782,    etc.,    806. 
coupons,  794,  804,  810. 
coupons   a   echoir,  810. 
coupures,  681,  692,  771,  787. 
courir   le   decouvert,   819. 
Cours,  769. 

cours  de  compensation,   805,   818. 
cours  d'emission,    770. 
cours  dernier,   801. 
cours   environ,   80il,   820. 
cours  faux,    873. 
cours  fixe,   800. 
cours  interets  compris,  868. 
cours  interets  en  dehors,  868. 
cours  limite,    814. 
cours  moyen,   800,    801. 
cours  negatif,    770. 
cours  premier,    801. 
cours,  variations    de,    803. 
Courtage,  771,  797,   800,  806,  870. 
courtage  compris,   810. 
courtage  en  coulisse,   799,   806. 
courtage  franco,    799. 
courtage,  primes,    807. 
courtage  simple,  810. 
courtiers,    742. 
couverture,   805,   875. 
couvrir  le  decouvert,  810. 
creances  admises,   733. 
creances  contestees,  733. 
creancier,    727. 
creancier  garanti,    736. 
creancier   hypothecaire,   736. 
creancier  nanti,    736. 
creancier  privilegie,     736. 
Credit  Foncier,  777,  820. 
Credit  Lyonnais,    820. 


d'abord    et   ensuite,    802. 
debut,    801. 

declaration   de   faillite,    727. 
deconfiture,   727. 
decouvert,   807,   819. 
decouvert,  grand,    810. 
delegations,   778. 
delegations  de  Suez,   778. 
dedit,  819. 

delais   de    livraison,   867. 
demarcheur,    819. 
departements,   721,   745,   786. 
deport,  810,   819. 
dernier  cours,   801. 
derniere  liquidation,  810. 
desabnnnement,   833. 
detachement  de  coupons,   794. 
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detenteur,   770,   810. 

directeur,   676,    708. 

directeur    technique,    708. 

disponibilites,   819. 

dissolution    de    societes    (see    also 

ciete"),  718,  856. 
dividende,    762. 
dol,  in. 

donner   une    compensation,    818. 
dont,  813. 
doublures,   870. 
droit,    avec,    819. 
droit  de  mutation,    795. 
droit  de  patente,  849,  860,  863. 
droit  de  timbre,    750,    771,    796. 
droits   de    transfer!,    751,    771. 
droits  de  transmission,     751. 
duplicata,   694. 

E 

ecart,   813,   819. 

echeances,  729,  774,  809. 

echelle   de   primes,   820. 

echelons,    815. 

ecrit  sous  seing  prive,  675,  676. 

ecrit  authentique,    676. 

effets  nominatifs,    745. 

effets  prives,    745. 

effets  publics,    742,    745, 

emission,   771,    878. 

emprunts,    11^. 

emprunteur,   810. 

engagements,   820. 

enregistree  aux  Etats  Unis,  701. 

enseigne,    675. 

environ,   801,    820. 

entierement  verse,   765,  770. 

escompte,   811,   870. 

etablissements    de   credit,    820. 

ex-d,   819. 

ex-div.,   820. 

execution,    820. 

experts-comptables,   767. 

exempt   d'impot,    820. 

exercice,   820. 


failiites,    727. 

failli,  le,  736. 

faire    Tapplication,    818. 

faire   reporter,    810. 

faux    cours,    873. 

feuille,  a  la,   820. 

feuille  d'acceptation,    791. 

feuille  de  transfert,   791. 

fin  courant,  814. 

"fin  prochain,"  814. 

firme,   820. 

fondateurs,  parts  de,  771,  779,  872. 

fonde   de    pouvoirs,    781. 

fends    (see    "appels"),    765. 

fonds,  bailleurs  de,  678,  762. 

fonds  de  commerce,    818. 

fonds  de  reserve,    712. 

fonds  d'etat,    871. 

fonds  etrangers,   758. 

fonds  publiques,   871. 

frais,    810. 

frais   de   premier   etablissement,   822. 

franco-courtage,    799,    800. 


gage,  736. 

gerant,  676,  678,   708,  820. 


H 


hausse,   810. 
hier,  800,  822. 
homologation,    729. 
hors    feuille,    820. 
huissier,  693,  730. 


immobilisations,    820. 

impots,   820,  860. 

impot    de    transmission,    789. 

indivision,    670. 

insuffisance    d'actif,    730. 

interet,    820. 

interets  compris,    868. 

interets  en   dehors,   868. 

interets  statutaire,    762. 

inventaire,   711,   821. 


jeton,  821. 

jouissance   (see  also   "actions"),  792. 
jouissance    ex-coupon,    792. 
Journal    Officiel,    753,    755,'  833. 
juge-commissaire,    728,   736. 
justification,  821. 


la-bas,   821. 

lavage  de   titres,  821. 

lettrc  d'avis,   821. 

lever,  821. 

lever  les  titres,    810. 

lever  une  prime,    812. 

Hard,  821. 

liberees,  actions,  765. 

liquidation,   718,    730,   807,   869. 

liquidation   actuelle,   810. 

liquidation  de  fin    du    mois,    80S. 

liquidation  de  quinzaine,    805. 

liquidation  derniere,    810. 

liquidation  generate,    807. 

liquidation  mensuelle,    807. 

liquidation  passee,    810. 

liquidation   prochaine,    810. 

liquidations  de  Societes,     718,     856. 

liquidateur,   719,   730. 

liquider,    une    position,    811. 

liste    des    actionnaires,    711. 

livraison   des    titres,    803,   808. 

lots  a  prime,  870. 

Lots  du  Congo,    111. 

Lots   turcs,    m. 

M 

Majore    du    report,    810. 
maison  de  commerce,    674. 
maison  de  contre-partie,    785. 
majorite   en   nombre,    735. 
majorite  en  sommes,    735. 
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mandataire,   785. 

Marche,    805. 

Marche  a  terme,    805. 

Marche  de  la  Coulisse,   783. 

Marche  en  Banque,   783. 

Marche  libre,   783,   792. 

masse   (faillite),  736. 

mauvaise    valeur,    811. 

mieux    (see  also   "au  mieux"),   869. 

Ministere    public,    733. 

mise  en  vente,   879. 

mise   sous    sequestre,    823. 

mixte,   certificat,    787. 

Moniteur,  881. 

moyennes,  814,  821. 

N 

nantissement,   821. 
negogiant,    727. 
negociation,    763. 
negociations    a   prime,   814. 
negociations  au  comptant,    867. 
negociations  a  terme,    869. 
negociations  en  resultats,    816. 
negociations  fermes,    814. 
negociations  sur    nouveaux    litres,    814. 
nomination    des    liquidateurs,    726. 
nominative,    690. 
notarie,    677. 


obligations,  687,    788. 

obligations  a  lots,  689. 

obligations  a  primes,    689. 

obligations.  Credit    Foncier,     111 ,    820. 

obligations  de  priorite,    778. 

obligations  privilegiees,    778. 

obligations  de  villes    frangaises,    776. 

obligations  timbre,    750. 

operations  a  decouvert,    807. 

operations  a  prime,    829. 

operations  au  terme,    799,    876. 

operations  au  comptant,    799. 

operations  de  compensation,    829. 

operations  de  contre-partie,   873. 

operations  d'escompte,    829. 

operations  en  liquidation,    80S. 

operations  reportables,    810. 

opposition,    693,   694,   879. 

opposition  a  la    cote,    821. 

ordre   a   appreciation,    818. 

ordre  a  prime,  816. 

ordre  d'abord   et   ensuite,   802. 

ordre  au  cours  environ,  801. 

ordre  a  revocation,    803. 

ordre  du  jour,   767,   821. 

ordres  execution,    802. 

ordres  fermes,    816. 

ordre  lie,    802. 

ordre  par    contra,    802. 

ordres  de  report,    811. 

ordres,  duree,   803. 


paiements   des   soldes,   etc., 
pair,    au,    770. 
pair,  au  dessous  de,  770. 
pair,  au  dessus  de,  770. 


Parquet,  743,  783,  800,  869. 

partage   des   societes,    720. 

Parts  de   fondateur,   771,   779,   872. 

parts  de  reserve,    872. 

parts  de  beneficiaires,   872. 

parts  de  societes  civiles,   778. 

parts  sociales,  873. 

patente,    849,    860. 

paye,   769. 

personne   morale     672,    673.. 

petite  correspondance,  822. 

pieces  contentieuses,   1^2i. 

pied  de  la  prime,  812. 

pieds  humides,    822. 

place  chargee,  810. 

place  degagee,    810. 

placement,    810. 

portefeuille,    810,   822. 

porteur,  690,   787. 

possesseur,    770. 

possesseur  deiinitif,  770. 

pouvoir   (faillite),   738. 

pouvoir  d'acheteur,    880. 

pouvoir  du  vendeur,  880. 

pouvoir  du  liquidateur,    719,    726. 

preference    (see   "actions"),   761. 

premier  cours,  801. 

premier   etablissement,   822. 

prendre  livraison,    810. 

prescription   des   actions,    721. 

pret   sur   titres,   810. 

prime,  abandonner    une,    770,    812. 

prime,  acheteur,    822. 

prime,  d'amortissement,    774. 

prime  lever,   770,  812. 

prime,  operations    a,    829. 

prime  pied,    812. 

prime  reponse,  807. 

prime  vendeur,    822. 

primes,   770,  812,  822. 

primes,  courtages,    807. 

privilegiees    (see    "actions"),    770. 

prix    d'achat,    810. 

prix   de   vente,   810. 

procuration,   781. 

proprietaire,    699. 

proroger    les    engagements,    810. 

publication    de    la    dissolution,    719. 

publicite    legale,    721. 


quotites,   822. 
quitus,   721. 


R 


"R".,   811. 

racheter,  810. 

raison   sociale,   674,    820. 

rappel  de  cours,   822. 

rapport    des    commissaires,    711. 

recepisse,    746. 

reclamations,    803. 

recouponnement,    822. 

rectification  de  cours,  822. 

registre    des    actionnaires,    880. 

reglements  de  liquidation,  808. 

remboursement,    774. 

remisiers,    784. 

rendement,    Ti'\,    822. 
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Rentes,    694,    695,    745,    750,    786,    794, 

806,   828. 
Rentes  amortissable,    786,    787,    871. 
Rentes  perpetuette,    786,    787. 
Rentes  nominatives,    788. 
rentier,    822. 
repartition,  823. 
repertoire,    823. 

reponse  des   primes,   807,   812,   814. 
reports,    798,    807,    809,    810. 
report  anticipe,  811. 
report  au  pair,  810. 
report  tardif,    811. 
reporter,    805,    810. 
reports  a  bon    marche,    810. 
reports  faciles,    810. 
representant   responsable,   760,   863. 
representant   (faillite),  735. 
requete,    727. 
reserve    legale,    771. 
reserve  (see  "fonds  de"),  712. 
residu,  823. 
resultats,    816. 
revendre,   810. 


script,    823. 

semestre,   823. 

separation   de  biens,   731. 

sequestre,    823. 

seul   courtage,  810. 

siege  social,  705. 

societe,   668. 

Societe   Generale,   820. 

societe  a  capital   variable,    673,    712. 

societe  anonyme,     673,     684,     686,     696, 

698,_   7pO,    704,    715,    724,   857. 
societe  civile   et    commerciale,   671. 
societe  co-operative,    713,    857. 
societe  de  credit    agricole,    717. 
societe  de  credit    mutuel,    712. 
societe  de  production,   713. 
societe  de  tous  biens   presents,  671. 
societe  d'etude,   700. 
societe  dissolution  de,    718. 
societe  en  commandite  simple,  678,  683, 

722,   761. 
societe  en  commandite  par  actions,  681, 

684,  685,  686,  700,  723,  857. 
societe  en   commandite  par  interets,   684. 
societe  en  formation,    701. 
societe  en  nom    collectif,    674,    857. 
societe  etrangere,  717. 
societe  fermiere,    881. 
societe  leonine,    669. 
Societe  par  actions,  761. 
Societe  par  interets,    678. 
Societe  particulieres,    671. 
Societe  universelle,    671. 
societes  de  consommation,    712. 
Societes,    liquidation    de,    718,    856. 
solde   des   comptes,   807. 
sou,   811. 

Souche    (see  "actions") 
souscripteur,    77<i. 
sous  seing  prive   (see  "acte''). 
speculcr  a  la  baisse,  805. 
spcculer  a   la   hausse,   805. 
statuts,   761,  877. 
stellages,   812,  823. 


sucrer,    823. 

supplement  au  journal   ofificiel,   755-6. 

supplement  du  bulletin  de  la  cote,  826. 

surveillance,    conscil    de,    706. 

surenchere,    735. 

syndic,   693,   728,   730,   732,   744,    758. 

syndicat,   700. 

syndicat  de  garantie,  823. 

syndicat  de  titres,   879. 


taux,   823. 

taux  des  reports,    810. 

taux  nominatif,    787. 

taux  reel,    787. 

taxe  d'abonnement,  750. 

terme,   751,   783,   798,  809. 

tjrages   au   sort,   689,    774. 

timbre,  750  (see  also  "droit  de  timbre") 

titres,  771,  788,  810. 

titres  a  lots,   795. 

titres  amortis,  871. 

titres  au  porteur,  690,  761. 

titres  de  dividende,  762. 

titres  livrables,  793. 

titres  livraisons  de,  803. 

titres  livres,    808. 

titres  mixtes,   692. 

titres  nominatifs,  690,  761,  788. 

titres  non-livrables,   792. 

titres  multiples,  867. 

titres  unitaires,  867. 

transfert  de  garantie,  691. 

transfert  d'ordre,  691. 

transfert  reel,  691. 

transfert   (see    "droits   de") 

transferts,   690,  762,   791. 

transmission,  impot,  789. 

transmission    (see  "droits  de"),  751 

Tribunal    de   Commerce,    672.    675.    705 

728. 
tuyau,  823. 

U    V 

Union  de  Credit,  839. 

union   (faillite),    734. 

Unite,   771,  773,  809. 

vale,  823. 

valeurs,  787. 

valeurs  au  porteur,   795. 

valeurs  bonnes,   811. 

valeurs  etrangeres,   759. 

valeurs  mauvaises,  811. 

valeurs  nominatives,  795. 

variations  des  cours,  803,  867. 

vendeur,   770,  810. 

vendre,  771. 

vendre  a  decouvert,  805. 

vendre  a  fin  prochain,  805. 

vendre  en  liquidation,  805. 

ventes  en   liquidation,  809. 

ventes  publiques,  866,  870,  881. 

ventilation,  823. 

verificateurs  des  comptes,   767. 

verscments  non  appeles,  765. 

ville,  777. 

villes  frangaiscs,  obligations,  777. 

viremcnt,  823. 

virement  telegraphique,  823. 
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A  List  of  All  German,  Swiss  and  Austrian  Words  and 
Terms  Used  in  Those  Sections  of  This  Book 

(Full  Translations  of  These  Terms  are  Given  on  the  Pages  Named). 


Abendborse,   902. 

Abschlagszahlung,   909. 

Abschnittskurs,    909. 

Abschreibungen,  909. 

A.  G.,  908. 

Agent  de   Change,  924. 

Agio,  908. 

Agiotage,   904. 

Aktien,   908-9. 

Aktienbuch,    909. 

Aktiencapital,    90'8. 

Aktiengesellschaften,  911,  957. 

Alpin-Montan  Gesellschaft,  939. 

Aktien,   untergeordnete,   908-9. 

Aktioniir,  908. 

Allgemeine       Deutsche       Handelsgesetz- 

buch,  936. 
Amalgamation,  909. 
Amerikanische  Bahnwerte,  910. 
Anfang,   909. 
Anlehens-obligation,   908. 
Anonyme-gesellschaft,    911. 
Applications,    919,    925,   929. 
Aufgeld,  908-9. 
Aufsichsrat,  909,  912. 
auslandische  Fonds,  909. 
Ausreichung  der  Lieferscheine,  903. 

1 

B 

"b.",  902. 

"bz.",    902. 

Bahnwerte,    910'. 

Baisse,  909. 

Baissier,  909. 

Baissespekulation,  904. 

Banksatz,    909. 

Bargeschafte,  903i. 

Bauzinsen,  896'. 

Berliner  Maklerverein,  898. 

Bezahit,   902. 

Bilan,   909. 

Bons  de  jouissance,  929,  937. 

Borsenagenten,   927. 

Borsen-Handelsverein,    898. 

Borsenkammer,  916. 

Borsenmakler,   902. 

Borsensensale,  927. 

Borsenverstand,  902. 


Bourse  du  matin,  928. 
Bourse  du  Soir,  928. 
Brief,  918. 


Corbeille,   922. 

Cours  intermediaire,  920. 


Deport,    910. 

Diamantaktien,   910. 

Diflferenzgeschafte,   904. 

Direktion,   892. 

Disagio,    908. 

Dividende,  909. 

Dividendkupon,    909. 

Dividenden-Erkliirung,  909. 

Donau  Dampschiffahrtsgesellschaft,  939. 

droit  de  patente,  913. 

Durchschnittskurs,   903. 

E 

ecarts,  919. 
Effekten,   908. 
Effektenborse,    903. 
Effektenborsenverein,  927. 
Effektensocietat,  902. 
Effektenstempel,  910. 
einfache  Zeitgeschafte,  904. 
einfache  Pramiengeschafte,  904. 
Einreichung  der   Skontri,   903. 
Elektrizitiitswerte,    910. 
emission,   908. 
Englische-Bahnwerte,  910. 
Erklarungstag  der  Pramie,  90S. 
Erwerbsteur,  938. 
Erwerbs-und-Wirtschaftsgenossen- 

schaften,  936. 
escompte,  920,  926. 
execution,   930. 
exkl.  Dividende,  909. 
exkl.  Rechte,  909. 


fallende   Tendenz,   909. 
Fest,  909. 
Fest-und-Offen,  90S. 
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Firma,  909. 
fixer    909. 
Fonds,    909. 
Fondsborse,  903. 
Fonds   d'Etat,   924. 
Fusion,  909. 


Kupferwerte,  910. 
Kupon,  908. 
Kurs,  908. 
Kursavancen,    909. 
Kursblatter,  902. 
Kursmakler,  898. 
Kursnotierung,   909. 
Kurszetteln.  902. 


"g.",  909.  1   • 

Geben  und   Nehmen,  905. 
Geld,  902,  918. 
Geldgeber,  902. 
Gelegenheitsgesellschaft,  909. 
Genossenschaften,    909. 
Genussscheine,  911. 
Geschaftsjahr,  908,  909. 
Gesellschaften     mit     beschriinkter     Ilaf- 

tung,  883,  911,  927. 
Gewerkschaft,  882. 

Gewinn  und  Verlust  Konto,  907,  938. 
G.m.b.H.,  911. 
Griinder,    913. 
Griindkapital,  913. 
gute  Meinung,  909. 

H 

Haftung,  957. 
Handelsgesellschaften,  938. 
Handelsgesetzbuch,  957. 
Handelsregister,    938. 
Handlungsbevollmachtiger,  957. 
Haussier,  909. 
Haussespekulatioii,  904. 
hineingeben,  910. 
hineinnehmen,  910. 
hoher,  909. 
Hypotek,  909. 


Inhaber,  908. 
Inhaberaktien,  908. 
inkl.  Div.,  909. 
interets  compris,  924. 
Interimschcine,   908. 


jour  de  la  reponse  des  primes,  930. 
junger  Aktien,  908. 

K 

Kartel,  909. 

Kassageschafte,   903. 

kauf,  909. 

kaufer,  909. 

Kautschukakticn,  910. 

Kf.,   902. 

KoUcctifgesellschaft,   911. 

Kommanditgesellscliaflen,  882,  938. 

Koinmanditgesellschaften      auf      Aktien, 

882,   911,  938,  957. 
Komnianditist,  957. 
Konsols,  909. 
Konstituierciidtn      Generalversammlung, 

909. 
Kontramineur,  909. 
Kulisse,  902. 


Liindereiaktien,   910. 
Lieferung,  903. 
Lieferung  auf  fixe,  904. 
Lieferung  auf  fixe  und  tagliche,  904. 
Lieferung  auf  taglich,   904. 
Lieferungsgeschofte,     903. 
Liquidateur,    921. 
Liquidationskurs,  903,  904,  909. 

M 

Makler,  902. 
Makler  Bank,  898. 
Maklerverein,   898. 
matte   Stimmung,   909. 
Medioliquidation,    904. 
Medioregulierung,   904. 
Meinung,    gute,    909. 
Minenwerte,  910. 
mit  unbeschrankten  Risiko,  904. 
mit   beschrankten   Risiko,   904. 

N 

Nach  Ultimo,  903. 
Namenaktien,  908. 
Nehmen,   910. 
Nennwerte,   908. 
nicht  riickzahlbar,  909. 
Nochgeschaft  a  la  baisse,  90S. 
Nochgeschaft  a  la  hausse,  905. 


Obligationen,  909. 

offene  Gesellschaften,  957. 

offene  Handelsgesellschaft,  882,  939.  957. 

offentliche  Anlehen,   909. 

operations   a  terme,   920. 


Papier,  908. 
par  criee,  918. 
Petroleumwerten,  910. 
Priimie,  903. 
Pramienerklarung,  902. 
Pramie,  Erkliirungstag,  903. 
Pramiengeschaft,   einfachc,  903. 
Preis,  908. 

Prioritatsaktien,    908. 
Prioritats-stammaktien,    908. 
privatkur.szetteln,   903. 
Procura,   957. 
Prokuristen,  938.  957. 
Prolongation,  905,  910. 

R 

Rdchte,   909. 

reele  Kaufgeschiifte,  903. 
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reele  Verkaufgeschafte,  903'. 
Reingewinn,    909. 
Reichsanzeiger,   889. 
Report,  905,  910,  920. 
Revisoren.  887. 
Rhodesiscne  Werte,  910. 
Riickgang,   909. 
Rucklagen,  909. 
Riickpramie,    905. 
Ruckpraniie,  geben,  910. 
Riickpramie,  nelimen,  910. 
Ruckzahlbar,  909. 


Schluss,  909. 
Schlusskurs,  909. 
Schlussschein,    910. 
Schlussscheinstempel,   910. 
Schranken,  902. 
Schuldverschreibung,  910. 
Sensalen,  916, 
Skontri,  903. 
Spannung,  90S. 
Spekulant,  909. 
Spekulationsgeschafte,  903. 
Spekulationsverein,  909. 
Stammaktien,   908. 
Stammprioritaten,  908. 
statuts,  913. 

Steigende  Tendenz,  908. 
Stallage,   908. 
Stellagen,  903,  908. 
Stellgeld,   903. 
Stillen  Gesellschafte,  909. 
Stimmung,  matte,  909. 
Stucke,   908. 
Stiickleiher,  90S. 


Siidbahngesellschaft,  939. 
Superdividend,  909. 


Tendenz,  fallende  steigende,  909. 
Tresorscheine,  909. 

u 

iibernehmen,  90S. 
Ultimo,   903. 
Ultimoliquidation,  904. 
Ultimoregulierung,   904. 
untergeordnete,  Aktien,  908. 


Verkauf,   909. 
Verkaiifer,  909. 
Verlust,  908. 
Vermogensangabe,    938. 
Versammlung,  909. 
Vollaktien,   90'8. 
Vorborse,  902. 
Vorpriimie,   905. 
Vorpramie,  kaufen,   910. 
Vorpramie,  verkaufen,  910. 
Vorstand,  909. 
Vorzugsaktien,  908. 


Zahlung,   903. 

Zahlung  der  differenzen,  903. 

Zeitgeschiifte,  904. 

Zins,   908. 

Zinskupon,  908. 


INDEX  IN  SPANISH,  ETC. 


A  List  of  All  Spanish  and  Other  Foreign  Words  and  Terms 

(Other  Than  French  and  German.) 

Used  in  This  Book 

{Full  Translations  of  These  Terms,  Etc.,  are  Given  on  the  Pages  Named.) 


Acciones,  989. 

Agents  de  Change,   1009. 

Agentes  de  Cambio  y  Bolsa,  987,  1006. 

Argentino,    1010. 

Att,  1000. 

Banco  de  la  Nacion,  932. 

Berlingske    politiske    og    Avertissement 

stidende,  951. 
Bolivar,  1012. 
Bolsa,  944,  981    987. 
Bolsa  de  correaores,  945. 
Boletin  de  bolsa,  989. 
bonos,  989. 

camara  sindical,  988. 

cedulas,  935,  989. 

centavo,  957,  966,  981. 

centesimo,    1000. 

centimo,   1000. 

codigo  de  comercio,  960,  966. 

colon  oro,  947. 

comisarios,  969. 

companias  recaudadoras,  989. 

companias  de  seguros,  989. 

concordato,  935. 

conto,  939. 

conto  de  reis,  990. 

conto  de  contos,  990. 

corredor,  1006. 

corredores  de  mercaderias,  987. 

coulissier,   1006. 

crown,  949,  962,  978,  1007. 

deuda  del  estado,  989. 

Diario   official,   941. 

dinero,   981. 

dollar  (Straits  Settlements),  1006. 

drachma,  958. 

ecu,  990. 
escudo,  990. 

florin,    974. 

gaceta  municipal,  1014. 
Gomci   Kaisha,  965, 
Goshi  Kaisha,  965. 
guilder,  974. 


instituciones   de   credito,  989. 
irade,  1008. 

jobbar,  1010. 

Kabushiki  Goshi  Kaisha,  965. 

Kabushiki    Kaisha,    965. 
Kopek,  994. 
krone,  951. 
kraisky,  950. 

Lag  om  Aktiebolag,  953. 

lepta,  958. 

letras  y  pagares,  988. 

leu    (lei),   991. 

leva,  943. 

libra  esterlina,  981. 

libra,  peruana,  981. 

liquidacion  quincenal,  988. 

lira,   962. 

maatschappijj  975. 

mark,  956. 

markaa,   953. 

milreis,   939,    990. 

Ministro  de  Gobernacion,  961. 

Ministro  de  Hacienda,  987,   1002. 

ni/n,  936. 

nioneda  nacional,  936. 

Moubayadji,   1010. 

naamlooze  vennootschappen,  975. 

obligaciones,  989. 
oro  sellado,  936. 
o/s,   936. 

pagares,  988. 
patente,  987. 
peso     (of    different    nations),    932,    944, 

946,   949,   958,   960,  979,   998,   1010. 
peso  fuerte,    1012. 
peso  niacuquino,    1012. 
peso  sencillo,   1012. 
persona   juridica,   961. 
peseta,   1000. 
piaster,  953,  1008. 
poder,  946. 
protocolisacion,  971. 


1045 


1046 


INDEX     IN     SPANISH 


registro  mercantil,  982,  986,  1002. 

registro  de  comercio,   1013. 

rehabilitation,  935. 

reis,   93S»,  990. 

rin,  964. 

remisiers,  1009,  1010. 

revendeurs  en  bourse,  1009. 

S.  A.,  968. 
satang,    1000. 

Secretario   de   Fomento,   959. 
Semissar,  1010. 

Sociedad  Anonima,  946,  960,  967-8,  1004. 
Sociedad  Anonima  y  cooperativa,  967. 
Sociedad  colectiva,   946,   967. 
Sociedad  en  comandita,  946,   1004. 
Sociedad  en   comandita  simple,   967. 
Sociedad  en  comandita  par  acciones,  967. 
Sociedades  agricolas,  989. 
Sociedades  mineras,   989. 
Sociedades  manufactureras,    989. 
Sociedades  de  trasportes,   989. 
Sociedades  de  agua,    alumbrado    y 
fuerza,  989. 


Societa  anonima,  963. 

Societa  in  accomandita  per  azioni,   963. 

Societa  in  accomandita  semplice,  963. 

Societa  in  nome  colletivo,   963. 

Sindico,  933. 

sol,  981. 

solicitud,  960. 

stiver,   974. 

stotinki,  943. 

stuiver,  974. 

Svod  za  conow,  994. 

Tael,  945. 

Targowski  Sakon,  943. 
tical,    1000. 
trasportes,   989. 
tzaconi,  1010. 

ukase,   994. 

valores,  989. 
venezol^no,  1012. 
vennootschappen,  975. 

yen,  964. 


GEOGRAPHICAL   INDEX 


Abo,  956;  Abyssinia,  932;  Adelaide, 
639,  641;  Alabama,  109,  113,  114,  117, 
138;  Alaska,  139;  Alberta,  644,  649; 
Alexandria,  953;  America  (U.S.A.),  1 
to  384;  Amsterdam,  657,  659,  661,  977; 
Argentina,  9i2;  Arizona,  94,  105,  109, 
140;  Arkansas,  109,  142;  Asuncion,  981; 
Athens,  968;  Auckland  (N.  Z.),  977\ 
Australia,  636,  639  to  643;  Austria,  936. 

B 

Bale,  915-6;  Ballarat,  639;  Bangkok, 
1000;  Barcelona,  1005;  Barbadoes.  636; 
Bavaria.  957;  Belgium,  837  to  881;  Bel- 
grade, 951;  Bendigo,  639;  Berlin,  661, 
897  to  907;  Berne,  915;  Bilbao,  1005; 
Birmingham,  620;  Bombay,  636;  Borneo, 
1007;  Boston  (Mass.),  333,  659;  Brazil, 
939;  Brisbane,  639,  641;  Britain  and 
British  Colonies,  etc.,  (see  United 
Kingdom);  British  Columbia,  644,  649; 
British  India,  636;  Brussels,  661,  8160, 
866  to  881;  Buenos  Aires,  935,  Bul- 
garia,  943. 


Cairo,  953;  Calcutta,  636;  California 
107,  115,  117,  143;  Canada  (Domin 
ion  of),  356,  383,  636,  644  to  659 
Canary  Islands,  1001;  (Canterbury  (N 
Z.),  977;  Cape  of  Good  Hope,  660-1 
Caracas,  1012:  Cardiff,  620;  Carolina 
North,  198;  Carolina,  South,  96,  98 
212;  Ceylon,  636;  Charlottetown  (P.  E 
I.),  644;  Charters  Towers,  639;  Chica 
go,  335,  659;  Chile,  944;  China,  945 
1007;  Christmas  Islands,  1006;  Cincin- 
nati, 339,  659;  Cleveland,  659;  Cocos 
Islands,  1006;  Colombia,  946;  Colorado, 
99,  105,  10'9,  115,  119,  146;  Colorado 
Springs,  340;  Columbia,  District  of  (D. 
C),  lOO,  107,  148;  Columbus,  340; 
Congo  Free  State,  946;  Connecticut, 
107,  149,  328;  Constantinople,  1009; 
Costa  Rica,  947;  Cuba,  949,  1001;  Cu- 
rasao, 947;   Czecho-Slovakia,  949. 


Dakota.  North,  105,  199;  Dakota 
South,  107,  214;  Delaware,  99,  100,  107 
152;  Denmark,  951;  Detroit,  341;  Dis 
trict  of  Columbia  (D.  C),  100,  107,  148 
Dominica,  638;  Dominion  of  Canada 
356,  383,  636,  644  to  659;  Diisseldorf 
908;   Dutch  Borneo,  974. 


E 

iEast  Africa,  638;  Edinburgh,  659; 
Edmonton,  644;  Egypt,  952;  England 
(see  United  Kingdom) ;  Essen,  908. 


Falkland  Islands,  638;  Fiji,  638; 
Finland,  953;  Florida,  96,  107,  154; 
France,  383,  668  to  836;  Frankfort, 
900,  907;  Fredericton  (N.  B.),  644. 


Gambia,  638;  Geneva,  915,  923;  Ge- 
noa, 964;  Georgia,  96,  100,  155;  Ger- 
many, 882  to  910,  956;  Glasgow.  620, 
659;  CJold  Coast,  636;  Great  Britain 
(U.  K.),  383,  385  to  667;  Greece,  958; 
(jrenada,  637;  Guam,  1001;  Guatemala, 
958. 

H 

Halifax  (N.  S.),  644;  Hamburg,  908 
Hartford  (Conn.),  342;  Havana,  lOOl 
Hawaii,  156;  Ilelsingfors,  955,  956 
Hesse-Darmstadt,  957;  Hobart,  639,  643 
'Holland  (Netherlands),  974;  Honduras, 
960;  Hong  Kong,  638;  Hungary,  962. 


Idaho,  109,  157;  Illinois.  97,  98,  105, 
114,  115,  116,  119,  158,  235,  250,  328; 
Indiana,  98,  107,  119,  161;  Iowa,  96, 
163;  Ireland  (see  United  Kingdom); 
Italy,   962  to  964. 


Jamaica,  636;   Japan,  964;  Java,  974; 
Johannesburg,   661. 

K 

Kansas,  98,    107,   165;   Kentucky,   100, 
107,   109,  167. 


Labuan,  638,  1006;  La  Guaira,  1012; 
Lausanne,  915;  Leeds,  620;  Leeward 
Islands,  638;  Lille,  823;  Lima,  987; 
Lisbon,  991;  Liverpool,  620,  659;  Lon- 
don (Eng.),  273,  274,  295,  540  to  617, 
659,  661,  826;  Los  Angeles,  342; 
Louisiana,  100,  105,  107,  109,  168, 
328;  Lucerne,  915;  Luxembourg,  965; 
Lyons,    823. 
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M 

Madras,  636;  Madrid,  1005;  Maine 
98,  109,  170;  Malacca,  1006;  Malta 
637;  Manchester  (Eng.),  621,  659 
Manitoba,  644,  650;  Marin,  St.,  997 
Marseilles,  824;  Maryland,  97,  109 
172,  235,  328;  Massachusetts,  98,  10i6 
119,  174,  328,  354;  Mauritius,  637 
Melbourne,  639,  641;  Mexico,  966 
Mexico  City,  973;  Michigan,  107,  109 
113,  114,  119,  121,  177,  235,  328;  Mi 
Ian,  964;  Minnesota,  107,  115,  119,  179, 
Mississippi,  96,  107,  180;  Missouri,  96 
104,  lO'S,  107,  109,  lis,  116,  117,  182 
Monaco,  973;  Montana,  184;  Monte 
negro,  974;  Montevideo,  1012;  Mon 
treal,  352,  657,  659. 

N 

iNatal,  660,  662;  Nebraska,  105,  113, 
186;  Netherlands  (Holland),  974;  Neu- 
chatel,  915;  Nevada,  100,  106,  107, 
188;  New  Brunswick,  644,  651;  New- 
foundland, 656;  New  Guinea,  974;  New 
Hampshire,  100,  105,  106,  107,  109, 
189;  New  Jersey,  100,  107,  191,  328; 
New  Mexico,  94,  107,  193;  New  South 
Wales,  639,  641;  New  York  City,  258 
to  327,  374,  386,  561,  657,  659;  New 
York  State,  96,  99,  105,  106,  107,  114, 
115,  116,  117,  119,  131,  195,  328,  354; 
New  Zealand,  637,  643,  977;  Nippon 
(see  JapanJ;  North  Carolina,  198; 
North  Dakota,  105,  199;  Northern  Ni- 
geria, 637;  North-West  Territories 
(Canada)  656;  Norway,  978;  Nova 
Scotia,   644,    651. 


Ohio,  119,  201,  328;  Oklahoma,  97, 
202;  Ontario,  644,  652;  Oporto,  991; 
Orange  Free  State,  660,  662;  Oregon, 
109,  204. 


Palestine,  637;  Papua,  643;  Paraguay, 
979;  Paris  (France),  274,  561,  583, 
584,  657,  659,  661,  742  to  827,  881; 
Penang,  1006;  Pennsylvania,  114,  117, 
119,  205,  235,  250,  328,  354;  Perth 
(Australia),  639,  641;  Peru,  981;  Petro- 
grad,  997;  Philadelphia,  347,  659; 
Philippine  Islands,  207,  1001 ;  Pitts- 
burgh, 348,  659;  Poland,  989;  Porto 
Rico,  208,  1001;  Portugal,  990;  Prince 
Edward  Island,   644,   653. 


Quebec,    Province,    644,    6S4;    Quebec 
City,  644;    Queensland,   639,   642. 


Regina,  644;  Rhode  Island,  100,  107, 
109,  210,  328;  Richmond  (Va.),  349; 
Rio  de  Janeiro,  943;  Rome,  964;  Ru- 
mania, 991;  Rupert's  Land,  656;  Rus- 
sia, 994. 


St.  Gall,  915;  St.  Louis,  351;  St 
Lucia,  637;  St.  Marin,  997;  St.  Vin 
cent,  637;  Salt  Lake,  350;  Salvador 
El,  998;  Santiago,  944,  945;  Saskatche 
wan,  644,  655;  Saxony,  957;  Scotland 
(see  United  Kingdom) ;  Serbia,  998 
Seychelles,  637;  Sheffield,  620;  Siam 
1000;  Singapore,  1006,  1007;  Slovakia 
949;  South  Africa,  Union  of,  637,  660 
to  663;  South  Australia,  639,  641 
South  Carolina,  96,  98,  212;  South  Da 
kota,  107,  214;  Southern  Rhodesia,  638 
Spain,  1000;  Stockholm,  1007;  Straits 
Settlements,  638,  1006;  Sumatra,  974 
Sweden,  1007;  Switzerland,  911  to  931 
Sydney,  639,  641. 


Tasmania,  639,  643;  Tennessee,  96, 
216,  235,  328;  Texas,  96-7-8,  105,  218; 
Tokyo,  965;  Toronto,  352,  644,  657, 
658;  Transvaal,  660,  661;  Turin,  964; 
Turkey,   1008. 

u 

Uganda  Protectorate,  638;  Union  of 
South  Africa,  637,  660  to  663;  United 
Kingdom  (Gt.  Britain),  383,  385  to  667; 
United  States  of  America,  1  to  384; 
Uruguay,   1010;   Utah,  219. 


Valparaiso,  944;  Vancouver,  659; 
Venezuela,  1012;  Vermont,  113,  221; 
Victoria  (Aus.),  639,  641;  Victoria 
(B.  C),  644,  659;  Vienna,  826,  938; 
Virginia,    223. 

w 

Wales  (see  United  Kingdom) ;  Wash- 
ington (D.  C),  148;  Washington  (State 
of),  119,  225;  Wellington  (N.  Z.),  977 
Western  Australia,  639,  642;  We^  Vir 
ginia,  227;  Windward  Islands,  637 
Winnipeg,  644,  659;  Wisconsin,  98,  105 
107,  109,  113,  119,  229,  235,  328;  Wiir. 
temburg,  957;  Wyoming,  98,  107,  231, 
235. 

X-Y-Z 

Yukon,   656;   Ziirich,   915,  927. 


LAW  t JBHaKY 
UNIVERSITY  01?  CALIFOR^^ 


UC  SOUTHERN  REGIONAL  LIBRARY  FACILITY 


A  A      000  176  909    o 


